


ik
Import BH

Export Documentation I3

in China %
(JE PRSI $
ZEMMFN FEH RE 'ﬂz
# Yy L

i

T

AT B N 2.




BHEERME (CIP) BB

LRSS E/EEM, BEARE. —T M:
1T ST AL, 2003.10
1SBN 7 - 80677 — 547 - 1

[k 0.0%8#--Of 0.H#HEOHS - REE
Wk -5F -, I IV.F740.44 - 62

el R A 4548 CIP 8BS (2003) % 080972 %

MR | sconim bt (M B R A ABA BB 1155 48)
R AR ERITREAA
Gkl | #T HARMLENR] (G722 17 §)
IF4S | B8O BEH X 1194 K 1/16
Flgk | 12.25 1 #0
E#C| 226 000 F
Wk | 20034E 10 B | IR
i | 2003 4E 10 HE 1K
EN% | 16 000 Bt
£5 | ISBN7-80677-547—-1/F + 921
EH | 25.00 T
MERNEFRBE, B, BSREDTBRER,
Birafiat: M AH— D0 111 EHEH 107 2
HLEE: (020) 83780718 83790316 MEEAREE. 510100
FR#gshl . AT RMINRRERR 29 B398 MEELEY: 510100
(I HRetBH LR
A4 www.sun — book . com
SRWEE BEwR.




Preface by —

This book aims to provide students and practitioners of international trade a
concise and yet comprehensive coverage of trade documentation in China. This book
is primarily written for Chinese readers but it may also be a useful source of
reference for foreign students and practitioners of international business who may be
interested in the general aspects of trade documentation in China. Being written in
English and Chinese, this book should also be of interest to learners of English,
especially those that have an interesl in international trade or business.

[t is not our intention to cover the theories or legal aspects of international trade
inany great detail in this book. Rather, we focus our attention on the types and
uses of various documents used in China’s foreign trade. For completeness,
however, we have included some background knowledge of trade procedures in
general and a summary of shipment terms and payment terms.

China’s entry into the WTO has been generally regarded as a critical step in
China’s further integration with other countries of the world. While the full benefits
of this latest development are yet to be seen, an immediate effect of China’s WTO
accession is the lowering of tariffs and the elimination of many non-tariff trade
barriers such as quota control and licensing requirements. One of the consequences
of this and other developments is the rapid growth in import export trade in China,
and the corresponding changes in trade practices and trade documentation.
Unfortunately, this book can only provide an overall introduction to general aspects
of trade documentation as it is now practiced in China, rather than give a full
account of the anticipated changes in trade documentation post-WTO. However,
since the principles covered here are generally applicable to countries that are already
members of the WTO, it is conceivable that China’s WTO accession will draw
China closer to, rather than further away from, standard trade documentation

practices as described in this hook .



Recent years have seen a rapid increase in e-commerce activities in the business
sector. In fact, the ability to make use of the wealth of trade related information
through adoption of modern information technologies is critical to the success of any
business nowadays. To give readers an idea of what information technology can do
to enhance a company’s business opportunities, we conclude this book with a
chapter on how to maximize gains from trade by taking advantage of a host of trade-
related information on the Internet.

We are grateful to our families for their encouragement and tolerance during the
preparation of this book. We are also grateful to Hong Kong-based Expert Language
Consults ( www. language-expert. com) for their sponsorship in translating this
book into Chinese. Our special thanks go to Fung Won Optical MFG ( Panyu)
Co., Limited, friends and organizations in Gaoming City for previding the sample
documents, and to students in the Department of Shipping and Transport Logistics
at the Hong Kong Polytechnic University for experimenting with the materials
contained in this book.

In recognitien of the great love and affections they always have for us, we
dedicate this book to our parents.

S.Gand W.G
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Background to international trade






Introduction —

e

International trade has become inextricably linked with every aspect of our
daily lives. Many of our household articles are imported from abroad or bear a
foreign brand name, and many of what foreigners use in their daily lives are made in
China. But international trade does not only take the form of visible trade; it may
also be trade in services, such as traveling overseas or receiving a remitlance from a
friend overseas.

International trade occurs for a number of reasons. First of all, countries are
endowed with different resources so that some have more of certain goods or are able
to make these goods at a lower opportunity cost than other countries. In his Wealth
of Nations written in 1776, Adam Smith showed that trade is mutually beneficial
when two countries or two people each have a different absolute advantage in certain
things. David Ricardo, one of Smith’s students, further showed that trade is
beneficial even when a country has no absolute advantage; the benefit arises when
the country focuses on producing the good in which it has the lesser disadvantage.
For a country that is better at everything, it should specialize in what it has the
greatest advantage and trade with another country.

In the early twentieth century, Eli Heckscher and Bertil Ohlin, two Swedish
economic historians, explained nations’ trade patterns with reference Lo factor
abundance and factor-use intensity. Their theory of trade patterns, alternatively
known as the H-O theory, states that countries export the products that use their
abundant factors intensively, and import the products that use their scarce factors
intensively. Thus, countries with a relatively large supply of unskilled or semi-
skilled labor, such as China, should focus on producing and exporting goods that
intensively use this type of labor (such as garments). These same countries should
import products that intensively use factors of production in which they are poorly

endowed. So, for example, China should import computer software, because this
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requires intensive research and development, in which China is relatively lacking at
the moment. The H-O theory of trade patterns is largely born out by real life
observations. Other allernative theories that explain how and why international
trade oceurs include Raymond Vernon's theory of product cycle, and the theory of

intra-industry trade, amongst others.
1.1 Benefits from international trade

Trade (be it domestic or foreign trade) is beneficial because if it will not occur
in a free market if it is not. Relative to domestic trade, which occurs within the
same national boundary, international or foreign trade transcends national
boundaries. As a result, it is usually more complex, often involving different
languages and cultures, different currencies and business practices, and different
laws, customs and official formalities, Despite these complexities, international
trade is still beneficial to the trading partners because by trading with each other,
they can both enjoy a greater variety of goods and at lower costs (this a direct result
of specialization due to comparative advantage). In the modern society that is
becoming more and more globalized, free trade results in better utilization of
resources and enhanced welfare for the majority of people. This notwithstanding,
some people fee! that free trade, especially when it is mixed up with polities and
corruption, may hurt some people. For example, workers in developed countries
may lose their jobs in the face of import competition from lower-cost countries. In
economics parlance, the one-dollar-one-vote yardstick of welfare measure does not
apply in real life, since the benefits of trade for the majority of people (and net
benefit 1o the country as a whole) may not be sufficient to compensate for the loss
suffered by some other people, This is an important current issue, as demonstrated
by the growing number of protests against globalization and the World Trade
Organization (WTO) Summit Meetings in the last few years.

1.2 Impacts of China’s WTO accession on China’s foreign
trade

There has been much discussion about the impacts of China’s recent WTO
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accession on China’s economy. In the post-WTO era, several trends may be
foreseeable in China’s foreign trade.

Firstly, in recenl years, the Chinese government has gradually abolished the
state monopoly of foreign trade and has liberalized its foreign trade system. Since
then, the number of non-State entities authorized to conduct foreign trade has
increased substantially. It is reported thal, in early 1999, at least 60 private-owned
enterprises were given the import-export rights, and the number is expected to
increase as China continues with its reforms of the foreign trade system and of
regulations of foreign direct investments, With the increase in the number of
participants in foreign trade, industries that are competitive vis--vis their foreign
counterparts may experience a rapid growth in export volume. In contrast, certain
domestic industries that are less competitive may face vigorous competition from
foreigners. This trend is further exacerbated by the elimination or lowering of
import tariffs or non-tariff trade barriers according to the prescribed WTO schedule.

In the arena of import export trade, there will be a major adjustment in import
licensing control. In 2002, the number of commodity categories subject to import
licensing has dropped to 12 from 26 in 2001. All import quota license control on
automobiles and related parts will be lifted by 2005. Alongside this change in the
licensing system, the trade procedures and trade documentation may also be further
simplified or streamlined. New opportunities and challenges are also expected to
arise in the services sector, including finance, insurance, telecommunications,
transportation, and tourism. Enactments in the area of intellectual property rights
may also induce a greater amount of trade in the relevant sectors. Thus, while it is
difficult to predict the net effects of China’s WTO accession, it seems fairly clear
that a rapid growth in import export trade will likely occur in the next few decades.

1.3 Overview of an export transaction

This book is about trade documentation in China. Depending on circumstances
such as the type of commodity, the port of entry, or the origin of the goods, the
documentation required may differ slightly. In addition, the documentation for
export is different from the documentation for import, although the basic principles
remain the same. For brevity, an overview of only an export transaction is given

here, with the purpose of illustrating the general procedures involved in a typical



