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Unit 1

Background Knowledge
Introduction

For most nations exports and imports are the most important intemational activities. Each na-
tion has to import the articles and commodities it does not produce by itself, and it has to eam for-
eign exchange to pay for them, which is achieved by exporting its own manufactured goods. Thus the
import and export trades are two sides of the same coin, and both can have beneficial effects on the
home market. But an export and import business is so complicated that it may take quite a long time
to conclude a transaction, so it is necessary to create a written agreement or contract to tie and bind
upon the two parties.

Text

Background Knowledge

A contract is an agreement between two or more parties that is enforceable in a court of law. It
is aimed to establish, transfer or eliminate certain obligations or liabilities. In international trade, a
contract comes into existence through a chain of correspondence between the exporter and importer.
And also it varies in both names and forms. In practice, it is stipulated in the laws of some coun-
tries that only offer and acceptance are the two indispensable factors, and lack of either will make no
contract. (See the following figure. )

ljl'nquii‘y—> Offer— Acceptance— Contm;l

Offer

Making an offer and a count-offer is a most important step in negotiating an export or import
transaction because agreement is the first essential of a contract. The parties reach an agreement by
an offer made on one side that is accepted on the other. An offer is a promise conditioned on accep-
tance. However, sometimes the party who has received the offer and is not in a position to fully ac-
cept the business terms offered may make a count-offer. It indicates a revision of the price or other
terms with the purpose of bargaining.

According to United Nations Convention on Contracts for Sale of Goods , a proposal for conclud-
ing a contract addressed to one or more specific persons constitutes an offer if it is sufficiently defi-
nite and indicates the intention of the offeror to be bound in case of acceptance. The party addressed
is called offeree. In other words, an offer is actually a proposal of certain trade terms and an expres-
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sion of a willingness to make a contract according to the terms proposed. These terms mainly include
name of commodity, brand, specifications, quantity, price, packing, payment and shipment. Thus
on receiving an enquiry by mail or telegram from abroad, the seller shall quote the enquirer the price
together with the relative trading terms and conditions in accordance with the existing supply and
market situations of the commodity enquired for.

An offer must be a firm or definite one which is made to a specific person or persons to express
or imply a definite intention of the offeror to make a contract under clear, complete and final trade
terms. Fimn offer can encourage offerees to make decision and thus close the business. Once it is
unconditionally accepted by the offeree within its validity, this firm offer can not be revoked or
amended and is binding on both offeror and offeree. Then the transaction is completed and a contract
is concluded right away. A fimn offer lapses when it exceeds the term of validity.

When the buyer finds that the terms and conditions in the offer are acceptable, he may proba-
bly place an order promptly. However, if the offeree deems the price is on the high side, and some
terms and conditions do not agree to what he expected, he may decline the offer, or most probably,
make a count-offer.

A réply to an offer which purports to be an acceptance but contains additions, limitations or
other modifications is a rejection of the offer and constitutes a counter-offer. Additional or different
terms, put forward by the offeree, relating to the price, payment, quality and quantity of the goods,
place and time of delivery, extent of one party’s liability to the other or the settlement of disputes
are considered to alter the terms of offer materially. This means the offeree declines the terms of of-
fer. Therefore, a count-offer is, in fact, a new offer and, at the same time, the original offer laps-
es.

Just like an offer, if a count-offer is within engagement, it should be clear, complete and fi-
nal. It is binding upon the maker of the count-offer in the same way as a firm offers.

Acceptance

Acceptance is an indispensable link in concluding a deal and signing a contract. It is stipulated
in the laws of some countries that only offer and acceptance are the two required elements, failure of
which will result in no contract. An acceptance or a confirmation is in fact an unreserved assent of
the buyers or the sellers, who after mutual negotiations are willing to enter into a contract in accor-
dance with terms and conditions agreed upon. According to United Nations Convention on Contracts
Jor Sale of Goods, in the light of the usual practice in foreign trade, an acceptance should abide by
the following requirement.

An acceptance must be absolute and unconditional. It should be an unreserved assent of all the
terms put forward in the offer.

An acceptance can be made by an act performed by an offer, such as one relating to the dis-
patch of the goods or payment of the price. In this way, the offeree may indicate assent without no-
tice to the offeror. The acceptance is effective at the moment the act is performed, provided that the
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act is performed within the stipulated period of time.

An acceptance must be clearly expressed by the offeree’s verbal or written statement. Silence
or inactivity is by no means an acceptance.

An acceptance must be made by offeree within the valid period of a firm offer. The laws of
some countries rule that an acceptance begins to function the moment the letter or cable of accep-
tance is posted or dispatched, and a contract is thus concluded at this very moment.

Contract

As soon as an offer is accepted, a written sales contract or sales confirmation is usually
required to be signed between the buyer and the seller to confirm the sale and stipulate their rights
and obligations respectively. A contract contains some general terms and conditions as well as the
specific terms that vary with the commodity. The names that often appear are contract, confirma-
tion, agreement and memorandum. They can be drawn up either by the seller or the buyer. Respec-
tively, they are called a sales contract / confirmation or a purchase contract / confirmation. But
whatever they are named, they are equally binding on the parties.

Words & Expressions

article a particular or separate thing or object $¢4J, ¥ 5
beneficial helpful, useful & 2267, A K

manufacture to make or produce by machinery il

transaction a piece of business 32 %

enforceable able to enforce BRI, B AR NH
correspondence letters exchanged between people {5

indispensable that is too important to live without A A] EXERAY
essential something that is necessary W&, B

revision acting of revising &4

bargain to talk about conditions of a sale or an agreement Y4/}
constitute to make up, form Y, , R,

specification a detailed plan or u set of descriptions ALk&

valid having value; that -an be used within a certain period of time 75 R
validity being valid & %3

revoke to put an end to (by law, a permission or decision) H{JH
lapse (business agreement or rights) to come to an end % il
deem to consider, to have an opinion WA, KR

purport to claim FFFR

reject to refuse to accept R4 HE 3%

original first, the earliest 1A

stipulate to demand as a condition 223K, N &M



assesnt agreement [} &

function to be in action, to work EAEA , B

provided on condition that {10

respective of or for each one & B

in accordance with being conforming to l------ —¥

abide by to be faithful to, to obey F~F

the moment as soon as —-*cc 8

bind upon to cause to obey (by law or an agreement) Xf-----: BHAERN
Notes

1. foreign exchange ML, A FWL# ORYASELET,

2.enquiry i), BRSSP, HERESW TN UEHAOARNBENRRARZER
TR S B R BT BB 4720, R B RHEH RN EF HR TR B AT
%,

3.offer £, XY, BEB/BAMBE/AREHZZE KM

4. offeror R{N , XHEEM A

5.offeree RN, XFEBEM A

6.fim offer L/, YR AP RBEREARALEAR . ZEABEELGETLEEARNER
B, ZARER,

7. count-offer 3B 4% , M ARFRBEBEBAE TN BEMLBERNETHWRER,

8. United Nations Convention on Contracts for Sale of Goods(¥t-& H ER XY & RA )

9. quote the price 4t

10. sales contract / confirmation 8§84 Fl/ #5E 8\ $

11. purchase contract / confirmation S8 ¢4 [R]/RA 5K HHiA

Exercises

I. Translate the following sentences into Chinese:

1. Each nation has to import the articles and commodities it does not itself produced by exporting its
own manufactured goods to eamn foreign exchange.

2. A written contract is aimed to establish, transfer or eliminate certain obligations or liabilities.

3. A proposal for concluding a contract addressed to one or more specific persons constitutes an offer
if definite and with intention of the offeror to be bound in case of acceptance.

4. Fim offer can encourage offerees to make decision and thus close the business.

5. A count-offer is, in fact, a new offer and, at the same time, the original offer lapses.

6. Offer and acceptance are two indispensable links and required elements in concluding a deal and
signing a contract, failure of which will result in no contract.

7. An acceptance must be made by offeree within the valid period of a firm offer.
.4 -



8. As soon as an offer is accepted, a written sales contract or sales confinmation is usually required
to be signed between the buyer and the seller.

II. Translate the following sentences into English using the words or phrases giv-
en in the brackets:

. HOME ORYEATTHEIEE A RMR N . (to have effect on )

. MB—BEER, BNEENGTRFARS . (1o bind upon)

. WRSE TR AL, fETRBSLENITHE. (to place an order)

MRS FHA AR AR—, ( to agree to )

- XHR B A BN M F T 3K M. (to abide by)

f— B ARA T T RIZ ., (the moment)

- MRBIHRON, L/HKR. (provided)

. BRI IREEAEREYHARRTTAR,. (to vary with )

00 N ON L bW N

III. Fill in the blanks using the words given below:

as, clarify, comprehensive, degree, describe, enquiry, expenses, forth, in-
dispensable, intended, misunderstanding, needs, negotiations, opening,
packing, previously, reference, sense, service, uncommon -

When one goes out shopping, he looks for the article suited to his 1 _and within one’s re-
sources. So does a businessman when sending out an __2 . As a result, the object of a contract
immediately follows the _ 3 paragraph of a contract, or else all the trade terms would make no
_4_, in spite of the fact that we will give serious considerations to, and spend a lot of time on
trade terms during business __ 5 . In an ordinary contract, the object of a contract may be quite
simple, setting 6 _description of commodity, specifications, quantity and sometimes instructions
asto 7 . Inthe case of a complete plant, it is no easy matter to give a_ 8 and exact descrip-
tion of the kind of machinery one intends to buy together with the necessary technical _ 9 . Quite
often a number of appendixes on the contract concerning technical know-how and equipment to the
contract are _ 10 . The explanation must be clear, so there is no __11 . To avoid possible con-
flicts about quality, grade, quantity, or price, every effort should be made to 12 _the goods in
the sales contract exactly __13 buyer and seller intend them to be. Confusion on weights and other
quantity measures is not __ 14 . A ton has a different real weight depending on whether it is a long
ton, a metric ton or short ton. Terms indicating grades or qualities are frequently even harder to de-
fine than weights and quantities. A term for defining one particular 15 of quality in one country
may have a different meaning in another. It is useful to _ 16 _the buyer’s right if quality of the
goods shipped is lower than _ 17 _in the sales contract. Then the question arises: can he reject the
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goods and send them back at the seller’s _ 18 7 It is also useful to clarify the description of goods
by 19 in the sales contract to catalogue numbers, drawings, engineering specifications, or even
samples 20 given to the buyer.

IV. Reading comprehension:
Passage A

Exports are of two kinds, goods and services, the former being known as visible items and the
second as invisible. Over a period of time the total value of exports should balance with the total val-
ue of imports. To the extent that exports exceed imports we are said to have a favorable balance of
payment. To the extent that imports exceed exports the balance of payments is said to be unfavorable
or adverse.

Napoleon once called the British “a nation of shopkeeper”. That was intended as an insult,
but had he called us a nation of traders it could not have been disputed. In Britain we buy and sell
more per head of population than the people of any other country. Our island is too small to grow
enough food for our people and so we need to earn enough from our exports to sustain our popula-
tion.

One complication of the export trade is that each country has its own independent currency sys-
tem; and another is that many countries imposes customs duties or other restrictions on imports.

The would-be exporter is faced with a number of problems. First there is the need to find a
customer for his goods. The actual operation of selling is made more difficult because of language
barriers and cultural differences. There are also additional transport problems because of the greater
distance involved and often unfamiliar territories. When the manufacturer turns from selling at home
to selling overseas, his problems are magnified. This is particularly true in terms of finance. The
first financial problem facing the exporter is the time taken to deliver his goods. There could be a
long delay while his merchandise is in transit between London and, say, Karachi. He has incurred
the costs of production, but when is he going to be paid? The second problem is even more serious.
How sure can he be that he is going to be paid? And even he receives payment his trouble may not
be over. If he is paid for his goods in a currency other than sterling, he has to convert that currency
into sterling, and what if the other currency has fallen in value since the contract was made? These
are the perermial problems for the exporter.

1. What is the passage mainly about?
A. How to make profit in international trade.
B. An introduction to export business.
C. Why is export business so important?
D. How to develop an international market?
2. What does the Napoleon’s statement mean?
A. The British people were all shopkeepers.
B. The British people were good at keeping shops .
-6 -



C. The British people were good at selling.
D. The Bntish people were good at saving money.
3. Why did the British people begin international trade earlier?
A. They produced more goods than other country’s people did.
B. They needed to make more money.
C. They wanted to make their country richer.
D. They need to exchange to meet their own need.
4. In the last paragraph, the writer gives us some examples to show
A. making money is difficult
B. doing business is always in risk
C. existing problems and barriers in international trade
D. shipping is very important in intemational trade
5. What is the writer going to tell us in the following parts of his writing?
A. How to finance the international trade.
B. How to make profits in international trade.
C. How to ship goods in international trade.
D. How to get foreign exchange for intemational trade.

Passage B

The American economic system is organized around a basically private-enterprise, market-ori-
ented economy in which consumers largely determine what shall be produced by spending their mon-
ey in the marketplace for those goods and services that they want most. Private businessmen, striv-
ing to make profits, produce these goods and services in competition with other businessmen; and
the profit motive, operating under competitive pressures, largely determine how these goods and ser-
vices are produced. Thus, in the American economic system it is the demand of individual consum-
ers, coupled with the desire of businessmen to maximize profits as the desire of individual to maxi-
mize their incomes, that together determine what should be produced and how resources are used to
produce it.

An important factor in market-economy is the mechanism by which consumer demands can be
expressed and responded to by producers. In the American economy, this mechanism is provided by
a price system, a process in which prices rise and fall in response to relative to the demand, the
price will be bid up and some consumers will be eliminated from the market. If, on the other hand,
producing more of commodity results in reducing its cost, this will tend to increase the supply of-
fered by seller. Price is the regulating mechanism in the American economic system.

The important factor in a private-enterprise economy is that individuals are allowed to own pro-
ductive resource (private property) , and they are permitted to hire labor, gain control over natural
resources, and produce goods and services for sale at a profit. In the American economy, the con-
cept of private property embraces not only the ownership of productive resources but also certain
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rights, including the right to determine the price of a product or to make a free contract with another

private individual.

6.

10.

In the market-oriented economy system,

A. consumers spend their money at will

B. consumers spend their money in accordance with producer’s desire

C. consumers’ actions in the marketplace have nothing to do with the businessmen
D. consumers’ actions affect production greatly

. How does price system in the American economic system work?

A. It only regulates the relative demands of consumers.

B. It only influences the supplies of seller-producers.

C. It regulates the relative demands of consumers and supplies offered by seller-producers.
D. Price dose not rise and fall.

. The passage is mainly about .

A. American consumers

B. American seller-producers
C. American economic system
D. American price system

. Which of the following is true according to the passage?

A. The American economic system is organized around a basically public-owned enterprise.
B. In a private-enterprise economy, individuals are allowed to own productive resources.

C. In the American economy, private property only contains the ownership of productive resources.
D. In a private-enterprise economy, individuals are determining what to produce.

What are the private businesses striving to do?

A. To sell more goods.

B. To advertise their products.

C. To make profits.

D. To improve the product quality.



Unit 2
Specimen Contract

Introduction

The contract will vary depending on the type and location of the property and on by whom the
contract is used. Generally, a contract contains some general terms and conditions as well as the
specific terms that vary with the commodity. But there are certain basic elements that are shown in
the following contract and should be included in any agreement.

Text
CONTRACT
C.1.F./C&F No:
BUYER: SELLER: China National Machinery &
Equipment Import & Export
Corporation Liacning Co. Ltd.
ADDRESS: ADDRESS: No. 42, Kunming Street,
Dalian, China.
TELEX: TELEX: 86225 CMEDR CN
FAX: FAX: 86 - 0411 - 2399166
CABLE: CABLE: EQUIMPEX DALIAN

The Seller and the Buyer above named have on 20th Oct. 1998 entered into this Contract on the fol-
lowing terms and conditions.

COMMODITY :
Item No. Description Unit Quantity Unit Price Amount

TOTAL CONTRACT VALUE:
PACKING :

INSURANCE: [[Covering All Risks for 110% of the invoice value as per
Insurance Policy of People’s Insurance Company of China
(p.1.C.C.)



[ITo be effected by the Buyer
SHIPPING MARKS:
INTENDED PORTS OF SHIPMENT :
PORT OF DESTINATION:
SHIPPING PERIOD:

TERMS OF PAYMENT:

Payment hereunder shall be made by confirmed, irrevocable and transferable without recourse letter
of credit in favor of the Seller for the total contract value, opened by a bank acceptable to the Seller
permitting part shipment and transshipments in one or more vessels, and available by sight
draft(s) against presentation of the shipping documents mentioned in Clause 10. The letter of credit
shall reach the Seller not less than days prior to the start of the Shipment Period and remain
valid for negotiation in China until the 15th day after the expiry of the Shipment Period.

Should the Buyer fail to fulfill its obligations mentioned above, the Seller shall, at its discretion ter-
minate the Contract or accept whole or part of this Contract, or lodge a claim for losses thus sus-
tained, if any.

SHIPPING DOCUMENTS:

Commercial invoice(s);

Negotiable clean bill(s) of lading to order blank endorsed or naming Buyer’s consignee;
Certificate(s) of origin;

Packing List;

Certificate(s) of insurance (in the case of CIF sales) .

COMPLETE CONTRACT AND ASSIGNMENT:

The terms and conditions found within this Contract constitute the complete and final understanding
of the Seller and the Buyer (hereinafter called “the Parties”) with respect to the commodity referred
to herein. No modification, extension or release from any provision hereof shall be effective unless
the same shall be confirmed in writing by the Party to be bound.

Neither this Contract nor any interest therein shall be assignable without the prior written consent of
the Seller.

WARRANTY:
<10 -



The Seller warrants that all commodity will confirm to the description set out in Clause 1. Save as

aforesaid all representations, conditions and warranties of whatsoever nature are hereby excluded and

extinguished .

LICENSES, DUTIES, AND TAXES:

Except as otherwise provided herein, all import permits and licenses and the import duties, customs
fees and all taxes levied by any government authority other than the Seller’ s country shall be the sole
responsibility of the Buyer.

FORCE MAJEURE:

The time for the performance of the Seller’s obligations set forth in this Contract shall be automati-
cally extended for a period of equal to the duration of any non-performance arising directly or indi-
rectly from Force Majeure events including but not limited to fire, flood, earthquake, typhoon, nat-
ural catastrophe, and all other contingencies and circumstances whatsoever beyond the Seller’ s rea-
sonable control preventing, hindering or interfering with the performance thereof. The Seller so pre-
vented by Force Majeure shall in reasonable time inform the Buyer by cable or telex of the occur-
rence of Force Majeure and within one month by air mail a relevant certificate issued by competent
authorities as evidence thereof. If the non-performance lasts for more than sixty (60) days, the Par-
ties shall immediately consult together in an effort to agree upon a revised Contract basis. If the Par-
ties are unable to arrive at a mutually satisfactory solution within one hundred and twenty (120) days
from the beginning of such Force Majeure, either of the Parties may terminate the Contract in respect
of the unexecuted portion of Contract.

CLAIMS:

Should the quality, quantity and/or specification of the commodity be found not in conformity with
the description set out in Clause One, the Seller agreed to examine any claim, which shall be sup-
ported by a report issued by a reputable surveyor approved by the Seller. Claims concerning quality
shall be made in writing within three months after the arrival of the goods at the port of destination.
Claims concemning quantity and/or specification shall be made in writing within fifteen days after the
amival of the goods at the port of destination. In no event shall the Seller be liable for lost profits,
delay, injury to goodwill or any special or consequential damage howsoever any of the same caused.
The Seller’s liability for any and all losses or damages of whatsoever nature resulting from any cause
whatsoever shall in no event exceed the portion of the Total Contract Price attributed to commodity in
respect of which the claim is made, or at the election of the Seller, the repair of replacement of such
commodity .

ARBITRATION:
. 11 .



