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Chapter 1 General Introduction

Chapter 1  General Introduction

o4 Learning Focus

Export procedure
Organizations tnvolved in export trade

Documents involved in export trade

Import and export are subject to a lot of formalities, such as customs entry and ex—
change control approval. This means that the procedure of foreign trade is more compli—
cated than that of domestic trade. This chapter tries to present a general picture and a
brief introduction to export and import trade for the purpose of clarifying their complicat—

ed procedures.

1.1  Export Procedure

From the very beginning to the end of a transaction, the whole operation generally
goes through four stages: preparation for export, business negotiation, implementation
of contract and settlement of disputes ( if any) . Since the export and import trades are
two sides and opposite to each other, we will take the procedure of export trade to illus—

trate the general procedures of export and import transaction.
1.1.1 Preparation for export

Preparation starts from doing market research which covers research on the impor—
ting country or regions, research on the market and research on the customer. The ex—
porter should know the political, financial and economic conditions in the importing
country, investigate their laws, regulations governing foreign trade, foreign exchange
control, customs tariffs and commercial practices. A research should also be conducted

o] e
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| Market Research |

i

| Marketing and Promotion [
l Preparation for Exporting

I Credit Information |

Counter-offer|

Business Negotiation

Contract

Goods Preparation Reminding of L/C

Checking Name of Commodity, E - d
Specification, Quantity,Packing Chartering Space AT]?::]'(;‘:];;’?:?L/C
and Marking Booking

I

Docks | Insurance Company|

[ Inspection Authority l

:‘ Customs Formalities‘
| Loading Bill of Lading |——

Documents Preparation for
Bank Negotiation

l

Settlement of Disputes(if any) Settlement of Disputes

Certificate of Inspection Performance of Contract

Insurance Policy

Certificate of Inspection

Export procedure under L/C and CIF

about the production, consumption, price and its trend. Besides, the exporter should
know what kind of reputation the importer has, the size of his business, how he pays his
accounts as customers with good credit standing will facilitate the export trade.

In addition to conducting research, the exporter can also take the initiative to pro—

-2.



Chapter 1 General Introduction

mote his products in the overseas market through the frequently adopted strategies.
1.1.2 Business negotiation

Generally speaking, negotiation consists of the following steps: inquiry, offer,
counter-offer, acceptance and conclusion of sales contract. Offer and acceptance are
two indispensable steps for reaching an agreement and concluding a contract.

Inquiry An inquiry is a request for business information, such as price lists,
samples and details about the goods or trade terms. It is usually made by the importer.

Offer On receiving the inquiry, exporter should reply to it without delay to start
the business. An offer is a proposal made by the sellers to buyers to enter into a con—
tract.

Counter-offer A reply to an offer which purports to be an acceptance but con—
tains additions, limitations is a rejection of the offer and constitutes a counter-offer.

Acceptance Acceptance is a statement made by the offeree indicating
unconditional assent to an offer. A contract is concluded once the acceptance is

effective.
1.1.3 Implementation of contract

Under the CIF contract with terms of payment by L/C, the implementation of con-
tract usually goes through several steps.

Reminding, examining and amending L/C After signing the sales contract,
the seller should urge the buyer to establish L./C through his bank as sometimes the L/
C is delayed for various reasons. Upon receipt of a letter of credit, the seller must ex—
amine it carefully to ensure that all terms and conditions are in accordance with the con—
tract. If there is any discrepancy, the seller should contact the buyer for necessary a—
mendments.

Preparing goods for shipment The main task for the seller is to prepare the
goods for shipment and check them against terms stipulated in the contract.

Inspection formalities If required by the stipulations of the contract, the seller
should obtain a certificate of inspection from the institutions concerned where the goods
are inspected.

Chartering and booking shipping space After receiving the relevant L/C, the
seller should contact the shipping agents for the chartering and booking shipping space,
and prepare for the shipment in accordance with the contract.

e 3.
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Insurance Under CIF term, the seller should insure the goods sold for export a—
gainst the perils of the journey. The cover paid for will vary according to the type of
goods and the circumstance.

Customs declaration Before the goods are loaded, customs formalities have to
be completed. Certain documents such as the copy of contract, invoice, packing list,
weight memo, inspection certificate, shipping order and other relevant documents have
to be lodged with the customs.

Loading and transportation After going through the customs formalities, the
goods can be loaded on board the vessel at the named port of shipment. The shipping
company or the ship’s agent will issue a bill of lading which is a receipt evidencing the
loading of the goods on board the ship.

Documents preparation for negotiation After the shipment, all kinds of docu—
ments required by the L./C should be prepared by the exporter and presented within the
time limit of the L./C to the bank for negotiation. Documents should be correct and com—
plete. Only after the documents are checked to be fully in accordance with the L/C, the

bank makes payment.
1.1.4 Settlement of disputes

Claims are likely to be caused by various reasons such as more or less quantity de—
livered, poor packaging, inferior quality, discrepancy between the samples and the
goods, delay in shipment, etc. Once disputes arise, arbitration is better than litigation,

and friendly negotiation is better than arbitration.

1.2 Organizations Involved in Export Trade

All or most of the following organizations are involved in an export and import

transaction:
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Exporter

Chamber of commerce( in some cases)
Shipping agent

Port authority

Shipping company

Insurance company

Exporter” s bank

Importer” s bank

Customs

Inspection authority

Arbitration commission ( in some cases)

Importer

1.3 Documents Involved in Export Trade

An export and import transaction usually requires a lot of complicated documents.
The number and types of documents needed depend on the specific requirements of the
exporter and the importer. Generally, the documents needed include:

Commercial invoice

Proforma invoice

Packing list

Weight memo

Certificate of inspection

Certificate of origin

Insurance policy

Bill of lading

Sales contract
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Chapter 2 Preparation

o4 Learning Focus

Establishing trade relations

2.1 Market Research and Promotion

Before planning to sell the products in a foreign country, any exporter must carry
out a lot of researches. He must answer such questions as: Is there a good demand for
the products in the new market? Are they allowed to be imported? If so, what is the im—
port duty? What is the market price and its trend at that end? Is the landed price com—
petitive compared with other competitive products? What about the economic, financial
and political stability of the importing country? What about the local laws and regula—
tions governing foreign trade, customs tariffs, and commercial practices?

The exporter can get the desired information about foreign market from many
sources like government departments concerned, customs offices, trade associations,
private business firms, trade journals, advertising media, banks and other business
people, ete.

After studying the information through market research, the exporter may decide
and take measures to promote the goods to that market. Promotion is an indispensable
part of the Marketing Mix. There are several ways in promotion:

Sales literature Brochures, catalogues and leaflets can describe your products in
more details.

Sponsorship You can contribute to the cost of a sporting or artistic event, where
the brand name of your product can be displayed prominently.

Public relations Public relations can guarantee that you keep a high profile.

Packaging Labels increase the impact of your product.

o 6o
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Exhibitions Customers can see a display or a demonstration of your products and
get hands-on experience.
Point of sale advertising Displays in retail outlets can attract the attention of po—

tential customers.

2.2 Establishing Trade Relations

There are some ways to get information of prospective clients:

® Trade Directory/Union 515 44 5% /174

® Chamber of Commerce both at home and abroad [E N4Mp§4<s

China Chamber of International Commerce ( CCOIC) [ E R <

® Embassies or consulates/The commercial counselor’s office of the embassy in for—

eign countries  RAEIHGEE SR 55 2 H ik

® Advertisements in the newspaper or periodicals

® Banks

® Market survey/research T7 37 E}

® Mutual visits by trade delegations and representatives 1 5} {\,3& H 1/i

® Introduction from other business firms or friends or business house of the same

trade [F\V 1T

® The Internet

® Market investigation

® Attendance at the export commodities fairs and exhibitions at home and abroad

R A2

After knowing the information about your client, you may begin to write letters or
e-mails to establish business relations. Here are two sample letters of establishing busi—
ness relations.

Sample Letter One:

AN T2 £R 5, 28R AFI L%, AECERAPTERRGH R D
NEZ—. BTN FRREEH - MEEE, ALEEREUGEF PEARS
AR, 2014 £ 3 ARMNE R LKW % L5 4 £ H 49 DRAGON TOY CO. ,LTD # K
W) P B 5 4% 35 K % ( Telecontrol Racing Car) o & F 894 4m bt 4o T :

DRAGON TOY CO. ,LTD

1180 CHURCH ROAD NEW YORK,

PA 19446 USA.
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FAX: 2153933921
E-MAIL ADDRESS: timzsh0516@ sina. com
TS MR IR FEAE O, AR FE AU ST M 55 OC R A5 bR I B AR SR 3 X U7 K — %
@4&%3@%5@%?%# FORMASE R IEH, WAL RN G a4, 0
T3 2577 i H sk SRIA AR5 X A T IR B A

AR s e e S S e e s e e Y

+ Date: Dec. 26th, 2014

; DRAGON TOY CO. ,LTD

1+ 1180 CHURCH ROAD NEW YORK,

! PA 19446 USA

T FAX: 2153933921

z E-MAIL ADDRESS: timzsh0516@ sina. com
T

T .

i Dear Sir or Madam,

+
+ We obtained your name and address from the international internet in March 2014 |
1 and we know that you are interested in Telecontrol Racing Car produced in China.

} Now we are writing to you to hope to establish business relations with you.

+

} Our company was founded in 1952, specializing in toy and handicraft, and has al-

+

ready become one of the biggest import & export companies in China now. Our

1 products hold high reputation by the clients in the world with the high quality and }

ifavordble price. Telecontrol Racing Car is our new product and it is very popular i
t all over the world. +
1 +
% In order to give you a general idea of various kinds of product that we are han—.

dhng, we are airmailing you under separate cover our latest catalogue for your ref—i
f erence. Please let us know immediately if you are interested in our products. +
i |
+ We look forward to your early reply. 1
: t
t 1
J'r Yours faithfully, i
+ Jerry +

| S S S TIPS S DD ME S S (IS SUFESE SN ES SRR N S S S D S P S

Sample Letter Two:
HEAE2014 F10 A23 BRI XA EFHER TCP 23] FEF4EIT.
£ B TCP »38( TCP COMPANY,USA ) m T 1986 4, 2 — K% EH KA KK
e 8
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3, I AR T RIT I AIT A R F B RIT AR R FITE, AR
RS AT A dT B
st rtabetabetobtebabebobsbebalabrbatbotabetolrbebabotabatadestabets,

+ Dear Sirs,

1

}

t We have learned from the Canton Fair in October 23, 2014 that you are in the

Jt market for energy-saving light.

1 . . . .
i As a leader in energy-saving lamp industry, we are glad to offer our own services.
+ And we would like to enter into business relations with you on the basis of equali-+

]{ ty, mutual benefit and the exchange of needed goods. +

Our energy-saving lamps are made of fine materials with advanced technology and
+ using traditional craft. The company has passed the CCC certification and ISO9000 +
i certification, so quality is guaranteed. Our lamps are your first choice because 0f+

1 the reasonable price. We ensure a catalogue for your reference and would have a +

S

keen on recelvmg your mqulrleb

+
i We look forward to your early reply.
+
}

L S U S

Useful expressions:

(1) Source of information

We owe your name and address to. . .

We obtain your name and address from. . .

Through the courtesy of. .., we come to know your name and address.

You were recommended to our company by. . .

Having had your name and address from. . .

We learned from. . . that you are producing shoes and handbags for export.

(2) Brief introduction of your own company

We would like to introduce ourselves to you as a corporation specializing in the ex—
port business of electric and electronic equipment.

We would like to offer you our services as a trading firm, and would mention that
we have excellent connections in the trade and are fully experienced in the import busi—
ness for this kind of product.

Qe
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Our corporation specializes in the export of textiles.

Our company was listed on the New York Stock Exchange in 1999.

We are a Sino-US joint venture with a registered capital of USD 20 million.

We are one of the largest importers of building materials in the Southeast Asian.

(3) The intention of writing the letter

We are interested in establishing business relations with your corporation for the
purpose of supplying you the commodities you want.

We would like to offer you our services as a trading firm, and. ..

We are writing to you in the hope that we can open up business relations with your
firm.

In order to extend our export business to your country, we wish to enter into direct
business relations with you.

We wish to express our desire to trade with you in leather shoes.

(4) Provide or ask for catalogue, price list and samples

To give you a general idea of our products, we are sending you under separate cov—
er our latest catalogue together with a range of pamphlets for your reference.

We are enclosing a catalogue and a pricelist for your reference, so that you may
acquaint yourselves with some of the items we handle.

In order to give you a general idea of our canned goods, we are sending you by
separate airmail a copy of our latest catalogue. Quotations and samples will be sent to
you upon receipt of your specific inquiries.

We invite you to send us details and prices, possibly samples.

In order to let us have a better understanding of your products, would you please
send us catalogues and prices of your products with full details. Upon receipt of such
materials, we shall see what items are of interest to us and pass our inquiries to you.

(5) Provide reference about financial standing or credit

If you need more objective information concerning our credit, please refer to the
Midland Bank, London.

Concerning our financial status and reputation, please direct all inquiries to Bank
of China, Beijing in China.

(6) Polite ending ( expect to get the reply)

We look forward to hearing from you soon.

We look forward to your early/favorable reply.

We expect your prompt reply.

¢ 10 -



Chapter 2 Preparation

Your early reply will be appreciated.
We look forward to your order.
Please contact us at your earliest convenience.

We look forward to the opportunity of doing business with you.

Exercise

I . Translate the following terms and expressions

A. Into Chinese: B. Into English:
1. look forward to 1. B R KRR
2. a favorable reply 2. WIEERLE/EF
3. establishment of trade relations R YN
4. full details 4. ZENER
5. items available for export now 5. B H
6. import and export now 6. ML
7. circular letter 7. FREZR
8. specific price 8. Mk
9. favorable price 9. FEMAR
10. enclosed please find 10. Wegl)----- J5

Il . Choose the best answer to complete each of the following sentences

1.

in 1995, this company specializes in the export of cotton piece goods.
A. Establish B. Established C. Establishing D. To be established
please find the catalogues and latest price list.

A. Enclosed B. Enclosing C. Enclose D. Enclosure

. We will forward all the necessary information of the item mentioned above re—

ceipt of your reply.
A. with B. upon C. in D. of
We look forward your favorable news.

A. on B. to C. at D. of

. The present market is favorable importers.

A. with B. for C. in D. to
Because the article falls the scope of our business activities, we are writing you
in hope of trade relations with you.

e 11 -



