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Chapter 1  Introduction

Welcome to your Import and Export Practice class! This course will provide you with the basics of merchandise trade practice
 that everyone in our global village should know. It may arouse your interest in other trade-related courses and increase your desire to do international business in the future. Even if you decide not to be involved in import and export business, this course will help you better understand the world in which import and export are so important that they have been an inseparable part of our everyday life.
1.1  The Importance of International Trade
What is international trade? How important is it?

International trade, in a broad sense, is the exchange of goods or services across national borders or territories. It has been existing throughout history, for example, Silk Road, salt roads, etc. This book discusses international trade in a narrow sense that only refers to the exchange of goods, merchandise trade, with trade in commercial services excluded.

The international merchandise trade has been boomed by a compound of catalysts, such as the fast development of communications and transportation, the in-depth bilateral and multilateral cooperation among countries, etc. World exports of manufactured goods increased from USD 8 trillion in 2006 to USD 13 trillion in 2018. World exports of agricultural products have increased by 61 percent since 2008 at an average annual rate of 3.55 percent. Merchandise exports of WTO members totaled USD 19.09 trillion in 2018. Developing economies are becoming a strong power in the world merchandise trade, and they accounted for 44 percent in the world merchandise trade in 2018.

International trade plays an important role in a country’s economy. It brings wealth to countries involved, enhancing their international competitiveness. International trade booms the economy worldwide and makes it prosperous. Even when being cumbered with the Global Financial Crisis (hereafter referred to as the Crisis) in 2008, international trade has only decreased temporarily and recovered two years later. World merchandise export decreased in 2009 as a result of the economic recession worldwide, but began to increase the next year and surpassed the pre-Crisis value in 2011
. Governments have been doing their utmost to boost trade so as to help their economies recover from the Crisis quickly.

International trade also benefits producers by providing them with new markets, technology and skills that can help producers enhance productivity, lower production costs, and earn more profits. Consumers’ welfare is also improved with the great availability of heterogeneous products at comparatively lower prices.
1.1  China’s Merchandise Trade and its importance in China’s Economy, see QR code on the right.

1.2  Features of International Transactions

What are the similarities and differences respectively between international 
transactions and domestic transactions?

Both domestic and international sale of goods are to satisfy the demand in the market and make profits. The seller should prepare and deliver the goods, and the buyer should make payment and take delivery of the goods.

An obvious difference between domestic and international transactions is the scope within which transactions are carried out. Domestic transactions are within the border of the same country or region, whereas international transactions take place between two or more countries or regions, which makes international transactions more complex and systematically riskier than domestic transactions.

The complexity of international transactions increases dramatically, compared to domestic transactions, due to differences in languages, currencies, unit systems, cultures, customs, policies and laws between countries, as well as the much longer distance of transport between traders located in different countries. Therefore, international sale transactions are inherently riskier than their domestic equivalents, comprising transaction risk, institutional risk and political risk.

1.2.1  Transaction Risks

International sale of goods may involve the following transaction risks.

Credit Risk. Credit risk is the ancient hazard of suffering loss because of not being able to extract the promised return from a business partner. What concerns the seller most in international sales transactions is the buyer’s insolvency. After delivery of goods, it depends on the buyer’s credibility whether the seller can receive the payment or not. Knowledge of partners located in other countries cannot be so exact and full as that of partners in one’s own country. Differences in culture, language, customs and even religious belief may result in the inefficiency of communication between the parties involved in international transactions, which makes it much more difficult to collect information about the credibility of potential foreign partners.

Transport Risk. The distance of international transport is usually much longer than that of domestic transport. Thus, the possibility of goods damage and/or loss increases dramatically, which definitely raises the costs of international transactions. Moreover, the obligation of arranging shipment is not always lying with the party who takes the risk of the goods, which may result in the possibility of joint fraud between the carrier and the party who contracts for shipment without taking the risk of the goods. For example, in a transaction on CFR term, the seller takes the responsibility to contact the shipping company for shipment, but the risk will be transferred when the goods are shipped on board at the port of shipment. What if the seller and the shipping company declared bankruptcy after the buyer makes the payment?

Market Risk. Market risk for international sale transactions can be decomposed into two aspects: commodity prices and foreign exchange rates. On the one hand, the cycle of an international sale transaction is generally much longer than that of a domestic one, which means the possibility of commodity price change will be greater. More complicated market forces in the world market will also lead to more frequent and bigger price changes. On the other hand, different countries adopt different currencies, for example, Renminbi (Chinese Yuan) of China, US Dollar of the United States, and Great Britain Pound of the United Kingdom. It is inevitable to exchange one currency into another one, either the currency of the partner’s country or of a third country. Therefore, the fluctuations of foreign exchange rates should be taken into account by all the parties involved in international sale transactions. During the period when the foreign exchange rates fluctuate violently, e.g. the 1997 Asian Financial Crisis, the latest Global Financial Crisis, necessary precautions should be taken to reduce the negative impact of foreign exchange risk.  
1.2.2  Institutional and Political Risks

When trade is conducted across nations, it is inevitably subject to political, legislative, and social policies, laws, regulations and even customs introduced or adopted by nations. To a large extent, these political and institutional factors have either encouraged or hampered the free flow of merchandise in international trade. Extra risks for international sale transactions exist due to differences in laws, rules, regulations, policies issued by governments of different countries and even for political disturbances in trading partners’ countries.

Institutional Risk. Laws, rules and regulations may differ drastically among different countries. In some less-developed countries, or even some fast-developing countries, legal protection for breach of contract or non-payment is rather insufficient, which brings more risks to international traders. Differences in legislation and regulations may also make the settlement of disputes more complicated and harder to reach consensus. Thus, it is advisable to acknowledge the differences between different parties in advance, to adopt related international conventions and uniform rules, and to reach an agreement on the settlement of disputes during negotiation.

Political Risk. Terrorism is one of the common sources of political risks. It may stem from lack of hope or confidence, differences in culture and religious philosophy, and/or merely hate of companies by citizens of host countries. Terrorism leads to potential sabotage, kidnapping, explosion, etc. 

The anti-trade political actions and instability will make it difficult for traders to conduct international sale transactions in some countries due to negative publicity and impact created by individuals in the top government. Greater risks always exist in those unstable countries with political turbulence.

1.3  Organizations and Legal Environment of International Trade

Who coordinates and governs international transactions? And how?

With the above complexity and extra risks, international trade cannot develop fast in large volume in the absence of necessary governance and cooperation as well as uniform legal system. In this regard, various trade organizations have been set up to draft uniform laws and rules with an aim to coordinate and govern international trade activities.

1.3.1  International Trade Organizations

According to the United Nations Charter, there are two kinds of international organizations: public or intergovernmental organizations (IGOs) and private or nongovernmental organizations (NGOs).
Intergovernmental Organizations. IGOs are those composed primarily of sovereign states (referred to as member states), or of other intergovernmental organizations. They are established by treaty that acts as a charter creating the group. Treaties are formed when lawful representatives (governments) of several states go through a ratification process, providing the IGO with an international legal personality. IGOs are an important source of public international laws. 

Intergovernmental organizations are active in coordinating trade relationship among member states, reducing trade barriers, and facilitating international trade, e.g. the United Nations (UN), the World Trade Organization (WTO), the World Customs Organization (WCO), etc. Compared with other IGOs, UN has general purposes in economic, social, cultural, and humanitarian aspects. It has several programs, funds and specialized agencies, some of which are dealing with trade issues, e.g. the United Nations Commission on International Trade Law (UNCITRAL), the United Nations Conference on Trade and Development (UNCTAD), World Bank (WB), International Monetary Fund (IMF), the International Maritime Organization (IMO), etc.

Nongovernmental Organizations (NGOs). NGOs refer to any kind of private organizations that are independent from government control, provided they are not-for-profit. They usually serve as coordinating agencies for private or business groups in international affairs, e.g. the International Chamber of Commerce (ICC), the World Association for Waterborne Transport Infrastructure (PIANC), the International Association of Insurance Supervisors (IAIS), the International Air Transport Association (IATA), etc. 

ICC is the largest business organization in the world with a global network of over 6 million members in more than 100 countries. It aims to promote international trade, responsible business conduct and a global approach to regulation through its unique mix of advocacy and standard setting activities — together with market leading dispute resolution services. ICC has formulated several internationally-recognized voluntary rules by which business is conducted every day, such as INCOTERMS that explain 11 trade terms applicable for both international and domestic trade, the Uniform Customs and Practice for Documentary Credit (UCP) and the Uniform Rules for Collection (URC) that are widely used in international finance.

1.3.2  Legal System of International Trade

Members and scholars of trade organizations have been observing practices in international trade, and trying to work out laws and rules that regulate trade behaviors, together with laws of states involved in international trade. It is very important to be well acquainted with these laws, rules or regulations when conducting business internationally.

Legal system of international trade can be decomposed into three phases: international treaties and conventions, international rules, and domestic laws.

International Treaties and Conventions. Treaties and conventions are equivalents of legislation in international legal system. Treaties are legally binding agreements between two or more states. Conventions are legally binding agreements between states sponsored by international organizations, such as the United Nations. Both are binding on state members.

The most influential convention governing international sale of goods is the 1980 United Nations Convention on Contracts for the International Sale of Goods (CISG)
. CISG was drafted with the participation of more than 62 states and 8 international organizations and adopted at a conference in Vienna on April 11, 1980. It incorporated rules from all the major legal systems, and accordingly received widespread support from both developed and developing countries.

CISG came into force as a multilateral convention on January 1, 1988, after being ratified by 11 countries
. As of December 2019, it has been ratified by 93 states that account for a significant proportion of world trade, making it one of the most successful international uniform laws.
1.2  Parties to CISG (As of December 2019), see QR code on the right.
China approved CISG with two declarations on December 11, 1986. One of the declarations, the “Written Form” Declaration, has been withdrawn since August 1, 2013
. The other declaration that restricts the application of CISG only among contracting states is still valid.

International Rules. Some rules have been existing for rather a long time and widely accepted in many countries in practice. They are usually drafted by international organizations such as the ICC and revised to ensure rules remain consistent with changing international practices. The most important difference between laws and rules is that rules have no legally binding effect unless being integrated into contracts by concerned parties. INCOTERMS 2010, URC 522 and UCP 600, etc. are international trade rules set by the ICC.

INCOTERMS stands for the Rules for the use of domestic and international trade terms set by the ICC, which has been revised nine times since it was first established in 1936 and the latest edition will enter into force on January 1, 2020. INCOTERMS are one of the most popular rules applied in international trade, and there are still some other rules related to trade terms, such as the Warsaw-Oxford Rules 1932 and the Revised American Foreign Trade Definition 1941. 

URC stands for the Uniform Rules for Collections set by the ICC, which has been revised three times since it was first published in 1956 and the latest revision was adopted by the ICC Banking Commission in May 1995, detailed in ICC Publication No. 522.

UCP stands for the Uniform Customs and Practice for Documentary Credit, a set of rules on the issuance and use of letters of credit. First promulgated in 1933 by ICC, it has been revised five times. As the latest edition, UCP 600 formally commenced on July 1, 2007. UCP is popularly utilized by bankers and commercial parties in more than 175 countries in trade finance.

Moreover, there are a lot of other rules, customs and practice that help guide and norm behaviors in the international trade. Good knowledge and proper adoption of international rules can reduce the uncertainty and risks when conducting business internationally.

Domestic Laws. Companies dealing with both import and export can never excuse themselves from the laws of the sovereign state where they are operated. Unless stipulated otherwise, national laws are legally binding on all companies who conduct business in that country. As for international sale of goods, there are some related national laws in China, such as Contract Law, Foreign Trade Law, Customs Law, Arbitration Law, Law on Negotiable Instruments, Law on Import and Export Commodity Inspection, etc.

1.4  Three-Step Trade Process

How is a typical international merchandise trade carried out?

The contract is the core element of international trade. Generally, there are three steps to complete a typical international trade process, as shown in Figure 1-1.

Step 1: To prepare for the contract.

Step 2: To negotiate and conclude the contract.

Step 3: To implement the contract.
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Figure 1-1  Three-Step Trade Process
1.4.1  Preparation for Contract

The preparation for international sale transactions is usually more complicated than that for domestic sale transactions because it is more difficult to gather all necessary preliminary information. A seller who wants to sell products abroad has to adjust his product(s) for sale overseas before making the first sale. Nobody can jump out of domestic market and succeed without any knowledge of overseas markets.

Potential exporters have to acquaint themselves with the target market first. It is wise to conduct a market research to know more about the target market. They may conduct surveys with prospective customers, wholesalers, and/or agents, and consult with embassies to estimate the potential demand and specific preferences in the foreign markets. Studying competing products already available in the foreign target market is also a good choice to identify what are popular in that market.

If it is possible for sale, potential exporters then elaborate marketing strategies and choose suitable promotional mix. The credibility of potential customers is another important concern of exporters. After the delivery of goods, it depends on the importer’s credibility whether the exporter can receive money. So the credibility of potential buyers abroad must be appraised before the business negotiation begins.

1.4.2  Negotiation of Contract

With good preparation for international sale transactions, parties who intend to enter into business relationship begin to negotiate. Negotiation is a process through which two or more parties reach agreement on matters of common interest. This process can be a great challenge for inexperienced traders, especially for new participants in international sale transactions, due to cultural differences, differences in business environments, or legal environments, and even the communicative inefficiency resulting from differences in languages between the involved parties. 

International business negotiations could take either oral or written form. Traditionally, many common law system countries such as the United Kingdom, the United States, and many former colonies that had inherited the British Act, have required that contracts be in writing.
 However, the United Kingdom repealed the writing requirement when revising its Sale of Goods Act, which has been adopted by its many former colonies, such as Australia, Canada, etc. In the civil law countries, the writing requirement generally does not apply to commercial transactions. China had ever required all the contracts concerned with international sale transactions take the written form, but the requirement has been repealed since the revision of China’s Contract Law in 1999. CISG was drafted to be consistent with the commercial practice, allowing contracts to be concluded by other means as well as in writing.
 Oral negotiations may take place face to face, by phone, online, etc., and writing includes telegram, telex, email, letter, etc.

Two parties who intend to conclude a contract exchange ideas about major terms and conditions in a future sale contract, such as the name and quality of the commodity, quantity, price, terms of payment, shipment, insurance, etc., and reach agreement with each other.

The process might be very simple to include only offer and acceptance, or be very complicated to involve several bargains that are repeated counteroffers. They are to be discussed in Chapter 2 with CISG as the guideline.

1.4.3  Performance of Contract

Once a contract has been concluded, both the buyer and the seller have to fulfill their obligations as contracted and regulated by relevant laws. As per Article 30 of CISG, the seller has three primary obligations:


to deliver the goods,

to hand over any documents relating to the goods, and


to transfer the property in the goods.


As per Article 53 of CISG, the buyer has two primary obligations:


to pay the price for the goods, and


to take delivery of the goods.

If either the seller or the buyer fails to perform any of his obligations under the contract, the other party may exercise the rights contracted or stipulated by relevant conventions and laws, to claim for remedies and compensation for damages resulting from breach of contract, or to declare contract avoided.

1.5  Scope and Resources
What is this book about and how is it structured?
1.5.1  Scope of This Book
Theoretical courses discuss the reasons for, possible modes of, gains and losses from international trade from a macroeconomic viewpoint. That is, why and how a country can participate in the international trade. With the guidance of theories, this book adopts a micro viewpoint, and attempts to provide a structured framework on how to sell and buy goods across borders. The goal of the book is to help readers be prepared to work as an exporter or an importer and form their own business strategies in complex international business.

International sale contracts are the core of international sale of goods. The respective obligations of the seller and the buyer are agreed by both parties through negotiation and written into a contract as its terms and conditions that include the following: the subject terms (name, quality, quantity, and packaging), price, delivery, insurance, payment, disputes and settlement (inspection, claim, force majeure, arbitration), etc. Meanwhile, the contract is also an important legal document that both the seller and the buyer should observe during contract performance, with flows of goods and money as the two important streams. Any party who breaks the contract should take responsibilities of continuous performance and compensation for any loss and/or extra costs. The other party may compel specific performance, refuse performance that is not in conformity with the contract, ask for compensation or even declare the contract void if the breach of contract is fundamental.
 Therefore, this book focuses on the study of rights and obligations defined by the terms and conditions of contracts.

This book studies the international sale of goods, merchandise trade
, with the major terms and conditions as the basic outline. With the guidance of usual practice, trade rules and laws, this book discusses, in detail, the negotiation and formation of international sale contracts, the respective rights and obligations of both the seller and the buyer, with the major terms and conditions of contracts as the topics, e.g. the subject term, price, transport, insurance, payment, as well as disputes and settlement.

This book is structured as follows:

Part I—Contracts for International Sale of Goods (Chapter 2 and Chapter 3): decomposes the negotiation process into four possible steps, i.e., inquiry, offer, counteroffer and acceptance; and presents general procedure of import and export with main formalities briefly explained.
Part II—Subject Terms and Delivery(Chapter 4 to Chapter 6): discusses how to define the subject goods of contracts, including name and quality, quantity and packing.
Part III—Trade Terms and Pricing (Chapter 7 and Chapter 8): explains trade terms as per INCOTERMS 2020, illustrates how to determine the unit price for international sale and figures out potential risks of foreign exchange and possible solutions.
Part IV—Cargo Transport (Chapter 9 to Chapter 11): introduces transport modes, containers and multimodal transport, and analyzes the terms of shipment or delivery in sale contracts and letters of credit together with relevant laws and rules. 
Part V—Cargo Insurance (Chapter 12 and Chapter 13): deals with cargo insurance in international trade by introducing Ocean Marine Cargo Clauses (PICC, ICC) with relevant cases, and digging into the real world of effecting insurance and claiming for losses.
Part VI—Payment (Chapter 14 to Chapter 17): introduces payment instruments, primary modes, and terms of payment in sale contracts, and ends with documentation under credit.
Part VII—Disputes and Settlement (Chapter 18 and Chapter 19): covers the post-sale issues, including claims and their settlement.

What are the sources available for users of this book?

1.5.2  Available Resources
Online Course. An online course, mostly given in English, is open for every one at  https://www.icourse163.org/course/NJUE-1001755178, where we provide various resources like videos, reading materials, quizzes, cases, and exams for our learners. Without the long lead time for book publication, online resources are updated with the least possible delay. You may study by yourself or with guidance of your teacher. It is open for both the spring and fall semesters. It’s amazing to have your own personalized course schedule with our online resources!

Slides for Teachers. Slides of this book can be downloaded by scanning the code at the end of each chapter, which may greatly save your time to create your own teaching slides.

Reference Answer to Exercise. Keys to exercise of all the chapters in this book are available by scanning the code at the end of the last chapter. However, it should be noticed that the answer is only for reference, for some of the questions and cases are open. If you add different conditions, you may get different answers.
Exercise

1. Please tell if the following statements are true or false and write T for true or F for false before each statement.

(1)
Contract Law of PRC is the international convention that regulates the negotiation, conclusion and implementation of international sale contract.

(2)
International rules, such as UCP, have the same binding effect as laws.

(3)
Domestic laws could be ignored when we conduct business internationally.

(4)
INCOTERMS regulates the practice of payment by letter of credit.
2. Open Questions.
(1)
What makes international merchandise trade different from domestic merchandise trade?
(2)
What are the laws, rules and regulations related to the import and export of goods that should be paid attention to by Chinese companies?
(3)
What is the structure of Chinese merchandise import and export? How about their changes in recent years?

(4)
Who can conduct the import or export of goods in China?

Part I  Contracts for    International Sale of Goods
Contracts are the core of international trade. An international transaction begins with good preparation, goes through simple or complicated negotiation, and ends with satisfied implementation or disputes. This part deals with one of the three segments in international business transactions, that is, the formation of contracts through negotiation.

For great differences in contract laws of different countries, the formation of contract will be discussed with the guidance of CISG, a multilateral convention governing the international sale of goods. It is widely ratified by 93 states as of December 2019, and these states account for a significant share of the world merchandise trade.

A negotiation process may go through four possible stages: inquiry, offer, counteroffer, and acceptance, among which only offer and acceptance are necessary steps to enter into a contract. When an acceptance to a specific offer becomes effective, a contract is concluded by laws. It is not imperative to sign a contract in writing. However, as a summary of the terms and conditions that have been agreed during negotiation, a written contract can clearly define the respective rights and obligations of the seller and the buyer and serve as legal evidence if any disputes arise during implementation.

Contracts for international sale of goods are mostly signed through countersignature, though sometimes they are also signed face to face with both parties on spot, especially for those contracts in large amount.

A typical international sale contract includes three parts, indicating the name and address of the two parties, terms and conditions that have been agreed and the signature of authoritative persons of both parties.

Trade procedures can be either simple or complicated, depending on the relationship between the buyer and the seller, the complexity of import and export formalities, the types of goods traded, the trade term and the payment mode selected, etc.
The learning objectives of this part are as follows:


To know the four stages that business negotiations may go through to conclude a contract;


To be able to identify effective offers and acceptances;


To know when a sale contract is concluded by laws;


To be familiar with the elements that are necessary in a typical international S/C;

To know the general procedure of merchandise import and export.
Chapter 2  Formation of Contracts
With good preparation and narrowly-selected customers, there is a great possibility to enter into an international sale contract. The party who has full knowledge of relevant laws and rich experience in business negotiation will be empowered with great advantages during the negotiation and reach favorable terms and conditions. 

Negotiation may take oral or written form, and there is no difference in their binding effectiveness. Negotiation for international sale contracts may involve inquiry (invitation to offer), offer, counteroffer, and acceptance. It might be very simple to include only offer and acceptance that are requisite for conclusion of contracts, and it could also be very complicated to go through inquiry, offer, several counteroffers and finally reach an agreement to conclude the contract.
2.1 Negotiation Process in Everyday Life, see QR code on the right.
2.1  Inquiry

An inquiry is an invitation to offer that nobody will be bound, neither the party who makes the inquiry or the party who receives the inquiry. For example, when a customer (a potential buyer) shops and finds something appealing, he or she usually asks about the price, but may not buy it after being told the price. On the other hand, the sales clerk (the seller) may not give any response to the customer’s inquiry. However, it is usual to make a reply to an inquiry received, either positive or negative, which observes the business etiquette of being polite.

Inquiries can be sent to several potential customers, which can help the inquirer to collect rich information about the market status and choose the one who offers best terms to trade with. However, an inquiry is not a necessary step to conclude a contract, which means a contract can be concluded without any inquiry. Especially when the long-term business relationship has been established between sellers and buyers, there is no need to inquiry about buyers’ interest or sellers’ goods.

In practice, inquiries usually come from potential buyers and inform sellers of the goods they demand with request for quotation. An inquiry from the buyer may read like “We are interested in your bed-sheets. Please send us your latest price list of bed-sheets in various colors.” Sometimes, inquiries may also come from sellers and inform potential buyers of the commodities they are dealing with. An inquiry from the seller may read like “Can supply northeast soybeans, please bid.” “Bid” in this example means “offer by the buyer”.

2.2  Offer

An offer can be made as a reply to an inquiry (an invitation to offer) or be made voluntarily without an inquiry (invitation to offer). When an offer is initiated by a seller, it is a selling offer; when it is initiated by a buyer, it is a buying offer (bid) (See Figure 2-1).
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Figure 2-1  Selling Offer and Buying Offer
2.2.1  What Is an Offer?

An offer is a proposal addressed to one or more specific persons, indicating the intention of the offeror to be bound to the sale or the purchase of particular goods at a specific price when the offeree accepts the proposal.

CISG states “A proposal for concluding a contract addressed to one or more specific persons constitutes an offer if it is sufficiently definite and indicates the intention of the offeror to be bound in case of acceptance. A proposal is sufficiently definite if it indicates the goods and expressly or implicitly fixes or makes provision for determining the quantity and the price.” and “An offer becomes effective when it reaches the offeree.”

It can be inferred from the above stipulations of CISG that an effective offer must:


be addressed to specific person(s);


be sufficiently definite;


indicate the intention of the offeror to be bound in case of acceptance; 


reach the offeree.

1. Being Addressed to Specific Persons

If a proposal is addressed to one or more specific persons, it is to be an offer; if not, it is merely an invitation to make offers, unless the contrary is clearly indicated by the person making the proposal.
 

If a letter or email includes the name and address of the recipient, it is addressed to a specific person. Those written proposals that have no names or addresses of recipients or oral proposals that are not conveyed personally can only be regarded as inquiries rather than offers. When an offer is made orally, it is addressed to a specific person only if the conversation is personal.

  Are commercials offers? How about catalogs or price-lists?
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Proposals made to the public are ordinarily intended to be nothing more than invitations to offer. Thus, either commercials, catalogs or price-lists are merely invitations to offer rather than offers, because they are usually public proposals not addressed to specific persons.

However, there are always exceptions. Reward advertisements usually constitute offers for they are specific as to who can fulfill the terms of the advertisements in order to claim the reward. For example, Andy placed an advertisement on Monday in a local newspaper. The advertisement read “US Dollar 200 for a missing bull dog, *** (phone number), Andy”. If there was anyone who found the missing dog and returned it to Andy, Andy should pay the reward to the specific person who found the dog for him. There was no room left for negotiation in that the offeror, Andy, and the specific offeree, the one who found the missing dog, knew exactly what were the exact terms that had to be fulfilled in order to claim the reward. 

2. Being Sufficiently Definite

It can be inferred from Article 14 (1) that an offer to be valid must describe the goods with sufficient clarity so that the parties know what is being offered for sale, and must state the quantity and price (how many and how much are the goods) in certain figures or in the ways to determine them. The following two examples present these two circumstances.

Shandong Talc Lump, Grade One, 5,000 M/T, USD 60 per M/T FOB Qingdao

Shandong Talc Lump, Grade One, the total January output of XX Ore Yard, at the price contracted in Contract No. XX

In the above two examples, “Shandong Talc Lump, Grade One” is the commodity (name and quality). In the first example, the quantity and the price are “5,000 M/T” and “USD 60 per M/T FOB Qingdao” respectively. In the second example, there are no certain figures, but the quantity can be figured out at the very beginning of February, and the price is definite by referring to the previous contract, which is also sufficiently definite.


Case Study

A Chinese company, the buyer, is in urgent need of a particular machine part to keep the assembly line running and asks an American company, the seller, to rush it to China without agreeing to the price in advance.
Question 1: Is the buyer’s proposal an offer?
Question 2: If the seller shipped the part, but the buyer refused to take delivery, would the seller have a remedy?

( ( ( (
According to Article 14 (1) of CISG, the buyer’s proposal in this case is not definite enough to be an offer, without price included.

The answer to the second question may vary. It is possible, but not definite, for the seller to have a remedy, because the buyer originally subjectively intended to be bound by the customary price that would be charged by the seller, even though he or she did not objectively indicate this. To avoid any such possible confusion, Article 55 was added to CISG. It reads “Where a contract has been validly concluded but does not expressly or implicitly fix or make provision for determining the price, the parties are considered, in the absence of any indication to the contrary, to have impliedly made reference to the price generally charged at the time of the conclusion of the contract for such goods sold under comparable circumstances in the trade concerned.” Thus, even if an offer does not expressly or implicitly fix a price, it is still a valid offer and the offeror is assumed to have “implied made reference to the price generally charged”.

( ( ( (
In practice, we may also include packing, shipment, delivery, and payment as well as commodity, quantity and price, which makes the proposal more definite and speed up the negotiation and formation of contracts.
3. Indicating the Intention of Being Bound in Case of Acceptance

Different from an inquiry, a valid offer should indicate the offeror’s intention to be bound when the offeree accepts it. Unless indicated otherwise, an oral offer is binding only at the moment of being made, and the offeree must accept it immediately. A written offer is usually valid within a specific period within which the offeror is bound. 

Which of the following proposals indicates the offeror’s intention to be bound in case of acceptance?

A. We offer firm, subject to your reply here within five days.

B. We offer as follows subject to our final confirmation.

( ( ( (
Proposal A is a firm offer that indicates the offeror’s intention to be bound provided the offeree’s reply reaches the offeror’s end within five days, otherwise the offer is no longer valid and the offeror will not be bound by any acceptance that arrives after that. In proposal B, no such intention has been included, because the offeror doesn’t have to be bound unless he gives a further confirmation to the offeree. In this sense, proposal B is merely an invitation to offer rather than an offer.

( ( ( (
An offer could be firm and binding on the offeror within a certain period, just like the above proposal A, or on or before a deadline, like “subject to your reply here by 6 p.m. our time Friday, November 20”. Traditionally, an offer is firm and enforceable if the offeror promises to keep the offer open for a fixed period, or on or before a specific deadline.

CISG goes further to allow offerees to enforce offers made by offerors even if they do not indicate any specific validity. If no time is fixed, offerees can enforce offers within a reasonable time, due account being taken of the circumstances of the transaction, including the rapidity of the means of communication employed by the offeror
. But how long will be the reasonable time? It should be decided case by case and may bring about disputes. Therefore, it is advisable to avoid such expression and include a clear validity by specifying either period or deadline. 

As for the period of time for acceptance fixed by the offeror, it begins to run from the moment the telegram is handed in for dispatch or from the date shown on the letter or, if no such date is shown, from the date shown on the envelope. When an offer is made by telephone, telex or other means of instantaneous communication, the period of time for acceptance begins to run from the moment that the offer reaches the offeree.
 If an offer is made orally, the offeror is to be bound if it is accepted immediately, unless the circumstances indicate otherwise.


Case Study

French customer, A, visited Company B in China for purchase of a certain commodity. Company B made an oral offer without any immediate response from the French customer. However, the French customer completely accepted Company B’s morning offer during his second visit in that afternoon. The market price for the above commodity was on the increase then.

Question: What do you think is the best way to deal with this case?
( ( ( (
There will be no contract concluded unless B agrees to take A’s afternoon proposal. As per CISG, if an effective offer is accepted within its validity, there will be a contract concluded. An oral offer must be accepted immediately unless the circumstances indicate otherwise. In this case, A didn’t accept B’s oral offer in the morning, for there is no statement or conduct (this will be discussed in the latter part of this chapter.) Thus, B’s oral offer in the morning became invalid when A intended to accept it in the afternoon. A’s proposal in the afternoon is a new offer, B did not have to accept it. As the market price was on the increase, B may refuse.

( ( ( (
4. Reaching the Offeree

An offer becomes effective when it reaches the offeree, after which the offeree can decide whether to accept the offer and enter into a contract. An offer reaches the offeree when it is made orally to him or delivered by any other means to him personally, to his place of business or mailing address or, if he does not have a place of business or mailing address, to his habitual residence.

2.2.2  Effectiveness of an Offer

1. Withdrawal and Revocation of an Offer

 An offer, after being dispatched, can be withdrawn by the offeror as long as it does not become effective; after an offer becomes effective, it, if revocable, can be revoked by the offeror before offerees dispatch acceptances, as shown in Figure 2-2.
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Figure 2-2  Withdrawal and Revocation of Offers

An offer, even if it is irrevocable, may be withdrawn if the withdrawal reaches the offeree before or at the same time as the offer.
 It can be inferred that


all offers can be withdrawn;

withdrawal can be interpreted as “to prevent the offer from becoming effective”;

the withdrawal should be transmitted faster than the offer.

Until a contract is concluded, an offer may be revoked if the revocation reaches the offeree before he has dispatched an acceptance.
 This rule is based on the famous English common law mailbox rule
, which limits the ability of the offeror to cancel an offer where the offeree has reasonably relied on it.

   

Can any offer be revoked?

Not all the offers can be revoked. Generally, if an offer includes a validity or any expression that makes it irrevocable, it cannot be revoked. Only those offers that do not state or imply that they are irrevocable can be revoked any time before the offeree dispatches an acceptance.

2. Termination of an Offer

An offer may end its life and become invalid for: 


counteroffer or refusal made by the offeree;


not being accepted by the offeree within its validity;


being revoked by the offeror (only for revocable offers);


force majeure, incapacity or bankruptcy of the offeree, object lost, etc., that makes the offeror unable to be bound in case of acceptance by the offeree.

When an offer terminates, the offeror is no longer bound by the terms and conditions in the offer. Any acceptance to the terminated offer is unenforceable, which only constitutes a new offer in which the offeror and the offeree of the terminated offer exchange their roles.

2.3  Counteroffer

After an offer has been made, there may be several bargains that are counteroffers by laws. A counteroffer is a reply to an offer with an intention to conclude a contract, but contains material alteration, which makes it to be a rejection of the offer.

Any additional or different terms relating, among other things, 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 the offer materially.
 

Counteroffer does not necessarily happen during the negotiation. However, if there is any, the counteroffer terminates the offer, and makes a new offer.

2.4  Acceptance

2.4.1  What Is an Acceptance?

Acceptance is a statement made by or other conduct of the offeree indicating assent that is communicated to the offeror. Silence or inactivity does not in itself amount to acceptance. An acceptance of an offer becomes effective at the moment the indication of assent reaches the offeror.

1. Being made by the specific offeree(s)

Any indication of assent made by others rather than the specific offeree(s) can, in no case, be an acceptance. It is only a new offer by laws. Only the specific person who receives the offer is qualified to accept the offer or not. For example, a seller is making an oral offer to a buyer for sale of rabbit hair at a favorable price. A third person overhears the offer and has great interest in the offer, so he communicates his intention of purchase to the seller. Unless the seller accepts the third person’s proposal for purchase, there will be no contract between the seller and the third person, because the third person is not the specific offeree of the oral offer and the intention of purchase from the third person is a new offer.

2. Being a statement or conduct

Acceptance must be stated with words or performed with act by the offeree. The act (e.g. one relating to the dispatch of the goods or payment of price) can be performed without notice to the offeror.


Please compare the following two cases.
Case A: A seller sends a buyer an offer that reads, “This is such a good deal that I will assume that you have accepted this offer unless I hear otherwise.” If the buyer does not respond, will there be a contract concluded?

Case B: A seller sends a buyer an invitation to offer that reads, “Unless you hear from me otherwise within three days after I receive your order, I will deliver the soybeans you order at USD 600 per metric ton.” If the buyer places an order, will there be a contract concluded without any response from the seller?

( ( ( (
In Case A, there will be no contract concluded if the buyer does not respond, because silence does not in itself constitute an acceptance. The seller cannot force acceptance on the buyer.

However, things are different in Case B, where the seller sends an inquiry and voluntarily assumes the duty to respond. If the buyer sends an offer by placing an order, the seller’s silence constitutes acceptance.

( ( ( (
3. Indicating assent without any material alteration

A reply which indicates the offeree’s acceptance but contains non-material alteration to the offer constitutes an acceptance. For such an acceptance, the offeror should object immediately if he is unwilling to agree on the alteration. Otherwise, terms will be the ones modified.

4. Reaching the offeror within validity

Acceptance must be received by or communicated to the offeror within the time fixed in the offer, or within a reasonable time if there is no time fixed. If the offer is made orally, it must be accepted immediately unless the circumstances indicate otherwise. If the acceptance is made by conduct, it becomes effective at the moment the act is performed, provided that the act is performed within the validity of the offer.

CISG adopts the receipt rule, that is, no contract would be concluded unless the offeror receives the acceptance within time limited. For example, a buyer sends a seller an acceptance by mail and the acceptance is missing during transit. The buyer would be left empty-handed without any contract concluded.
 CISG adopts this rule with a perception that it more fairly allocates responsibilities for loss or delay. Because it is the offeree who chooses the means through which the acceptance is sent, the offeree is able to avoid the risk of loss or delay. Thus, CISG imposes responsibility for avoiding such risks on the offeree.

2.4.2  Late Acceptance

An acceptance should reach the offeror within the validity of the offer, if there is any. Otherwise, it will be a late acceptance that is no longer effective. There are two circumstances where late acceptances have different binding effectiveness. An acceptance may be late for ignorance of the offeree, or for delay during transmission.

If the acceptance is late for ignorance of the offeree, it is not effective and the offeror is no longer bound. In fact, the late acceptance is a new offer. Unless the original offeror accepts this new offer, there will be no contract concluded.

If the acceptance is late for delay during transmission, the offeree has no subjective fault, so the late acceptance of this kind is still effective. However, the offeror also has no fault. What if he has sold the goods after the offer has been lapsed? The offeror can inform the offeree that the acceptance is late and the offer has been lapsed immediately he receives such late acceptance. If so, there is no contract concluded.

2.4.3  Withdrawal of an Acceptance

Just like the offer, any acceptance can be withdrawn before it becomes effective. The offeree can prevent the acceptance from being effective by sending a withdrawal that is transmitted faster than the acceptance and reaches the offeror before or at the same time as the acceptance reaches.


Could an effective acceptance be revoked?

An acceptance cannot be revoked by the offeree, because a contract is concluded at the moment when an acceptance of an offer becomes effective. Contracts can be revoked by some authoritative agencies when there is any material misunderstanding or unfairness.

2.5  Contracts in Writing

By laws, a contract is concluded when an acceptance becomes effective. Therefore, a contract in writing with signatures of both parties is not requisite in international sale of goods. Even if the two parties involved intend to have a contract, it may not only take the written form, but also be made orally or even by conduct. Article 11 of CISG reads “A contract of sale need not be concluded in or evidenced by writing and is not subject to any other requirement as to form. It may be proved by any means, including witnesses.”

China had ever adopted Foreign Economic Contract Law that required all the foreign economic contracts take the written form, and approved CISG with Declaration of “Written Form”. However, Foreign Economic Contract Law was abolished on October 1, 1999 and replaced by new Contract Law that allows contracts to take either oral or written form with the same binding effectiveness, which made the above declaration meaningless. Thus, the Declaration of “Written Form” has been withdrawn by Chinese government in 2013.

Although contracts may be either oral or written, written contracts are preferred or even required by laws in some special cases. For example, the Uniform Commercial Code as adopted in the United States requires a written contract for tangible product sales in excess of USD 500, real estate sales, etc.; the Contract Law of China requires a written contract for loans, financial leasing, construction, technology development, land, real estate, etc.

Contracts made by oral statements and conduct have a common shortcoming. If a dispute arises from any terms or conditions of the contract, the parties involved are rarely impartial about what was the real situation when the contract was made. Disputes may not be settled to mutual satisfaction for lack of objective legal evidence, which may harm the long-term business relations. Therefore, it is advisable for all parties involved in the international business to draft and sign the contract in writing, especially for those contracts in large amount and of great importance, or with great potential risks. 

2.5.1  Countersignature

Contracts in writing may help instruct both the seller and the buyer during implementation and avoid disputes that stem from any partial understanding of the original intentions at the time the buyer and the seller made the contract.

Are international sale contracts signed on spot?

In international sales, the buyer and the seller are located in different countries, usually staying away from each other in a much longer distance. Thus, it is inconvenient for them to sign contracts face to face, except for some special cases like trade exhibitions, visit in trade delegations, etc.

Most international sale contracts are first drawn out by one party, either the seller or the buyer, on the basis of primary terms on which the two parities have agreed during the previous negotiation. If the contracts are drawn out by the buyer, they may be named as Purchase Order (P/O), or Purchase Conformation/Contract (P/C). If it is the seller to draw out the contracts, they may be named as Sale Contract or Sale Conformation (S/C).

The contracts are at least in duplicate and signed by the party who drafts them. Then the full set of the contracts signed by one party will be sent to the other party for countersignature. The recipient should read the contracts thoroughly to make sure that the terms are consistent with those that have been agreed during negotiation and the additional terms and conditions are acceptable. Then, the recipient should countersign and return one copy to the sender for his file. The process of countersignature is as shown in Figure 2-3.
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Figure 2-3  Countersignature of International Sale Contracts
In business letters for sending contracts and asking for countersignature, “We enclosed our S/C No. 123 in duplicate, one of which please sign and return for our file.” or expressions to that effect are usually applied. In replies for sending back duplicate contract with countersignature, “Enclosed please find the duplicate of S/C No. 123 with our countersignature.” or expressions to that effect can be applied.

Contracts with signatures of both parties are clear and definite agreements that can help avoid any disputes resulting from different subjective interpretations of original intentions.

2.5.2  Elements of International S/C

A sale contract in writing is a legally binding agreement in detail between the seller and the buyer, which defines clearly rights and obligations of two parties respectively.

A typical international S/C contains three parts: Beginning, Body and Ending. 

The beginning part includes title of the contract, serial number, date, and names and addresses of both the buyer and the seller, is as shown in Figure 2-4.


The body part is the most important part of a sale contract. It includes major terms, such as name and quality, quantity, price, packing, shipment or delivery, payment, insurance, etc., is as shown in Figure 2-5. Conditions or remarks, whatever they are named, are integral part of the body, but they are usually printed beforehand on the back of contract forms. Conditions may include one party’s liability to the other, settlement of disputes, etc., is as shown in Figure 2-6.

Last comes the ending. It includes names of both the seller and the buyer, and signatures and job titles of the authoritative persons on behalf of both parties, is as shown in Figure 2-7.

SALE CONFIRMATION

S/C NO.: FLS1611 

Date: JUL. 3, 2017

The Seller:
GOLDEN SEA TRADING CORP. 

The Buyer:
F. L. SMIDTH & CO. A/S


Address:

8TH FLOOR, JIN DU BUILDING

Address：
77 VIGERSLEV AL

277 WU XING ROAD







DK-2500 VALBY

SHANGHAI, CHINA







COPENHAGEN, DENMARK
Figure 2-4  Beginning of a Sale Confirmation
	ITEM NO.
	COMMODITY& SPECIFICATION
	UNIT
	QUANTITY
	UNIT PRICE

(USD)
	AMOUNT

(USD)

	1

2
	FOREVER BRAND BICYCLE

YE803 26’
TE600 24’
	SET

SET
	600

600
	CIFC5
66.00

71.00
	COPENHAGEN

39,600.00

42,600.00
82,200.00

	TOTAL CONTRACT VALUE:  SAY US DOLLARS EIGHTY TWO THOUSAND TWO HUNDRED ONLY


PACKING: 
TO BE PACKED IN CARTONS OF ONE SET EACH, TOTAL 1,200 CARTONS

SHIPMENT:
TO BE SHIPPED FROM SHAGNHAI, CHINA TO COPENHAGEN, DENMARK ON OR 



BEFORE NOVEMBER 30, 2017, WITH PARTIAL SHIPMENT AND TRANSSHIPMENT 


ALLOWED

PAYMENT:
THE BUYER SHALL OPEN THROUGH A BANK ACCEPTABLE TO THE SELLER AN 



IRREVOCABLE LETTER OF CREDIT PAYABLE AT 30 DAYS’ SIGHT WHICH SHOULD 


REACH THE SELLER BEFORE OCTOBER 31, 2017 AND REMAIN VALID FOR 




NEGOTIATION IN CHINA UNTIL THE 15TH DAY AFTER THE DATE OF SHIPMENT.

INSURANCE:
THE SELLER SHALL INSURE FOR 110% OF THE TOTAL INVOICE VALUE AGAINST ALL 


RISKS AND WAR RISK AS PER THE OCEAN MARINE CARGO CLAUSES OF THE 



PEOPLE’S INSURANCE COMPANY OF CHINA, DATED JANUARY 1, 1981.

Figure 2-5  Body of a Sale Confirmation (Terms)

REMARKS:

1. The Buyer shall have the covering letter of credit reach the Seller 30 days before shipment, failing which the Seller reserves the right to rescind without further notice, or to regard as still valid whole or any part of this contract not fulfilled by the Buyer, or to lodge a claim for losses thus sustained, if any.

2. In case of any discrepancy in quality, claim should be filed by the Buyer within 130 days after the arrival of the goods at the port of destination; while for quantity discrepancy, claim should be filed by the Buyer within 150 days after the arrival of the goods at the port of destination.

3. For transactions concluded on CIF basis, it is understood that the insurance amount will be for 110% of the invoice value against the risks specified in the Sale Confirmation. If additional insurance amount or coverage required, the Buyer must have the consent of the Seller before shipment, and the additional premium is to be borne by the Buyer.

4. The Seller shall not hold liable for non-delivery or delay in delivery of the entire lot or a portion of the goods hereunder by reason of natural disasters, war or other causes of Force Majeure. However, the Seller shall notify the Buyer as soon as possible and furnish the Buyer within 15 days by registered airmail with a certificate issued by the China Council for the Promotion of International Trade attesting such event(s). 

5. All deputies arising out of the performance of, or relating to this contract, shall be settled through negotiation. In case no settlement can be reached through negotiation, the case shall then be submitted to the China International Economic and Trade Arbitration Commission for arbitration in accordance with its arbitral rules. The arbitration shall take place in Shanghai. The arbitral award is final and binding upon both parties.

6. The Buyer is requested to sign and return one copy of this contract immediately after receipt of the same. Objection, if any, should be raised by the Buyer within 15 days otherwise it is understood that the Buyer has accepted the terms and conditions of this contract.

7. Special conditions: (These shall prevail over all printed terms in case of any conflict.)




Figure 2-6  Body of a Sale Confirmation (Remarks or Conditions)

Confirmed by:

       THE SELLER







      THE BUYER    

GOLDEN SEA TRADING CORP. 




  F. L. SMIDTH & CO. A/S

MANAGER








   MANAGER

Li  Ming








  Hjorgen F. Nissen

Li  Ming








      Hjorgen F. Nissen

Figure 2-7  Ending of a Sale Confirmation
Exercise

1. Please tell if the following statements are true or false and write T for true or F for false before each statement.
(1)
If an effective offer is accepted unconditionally, a contract can be achieved.

(2)
Offer and counteroffer are two essential steps in international trade negotiation.

(3)
A buyer mailed an acceptance into an offer, but requiring to change the way of payment. The seller kept silence. A contract could be established at this moment.

(4)
An oral offer must be accepted immediately unless the circumstances indicate otherwise.
(5)
Any offer can be withdrawn if the withdrawal reaches the offeree before an acceptance is dispatched.

(6)
Any offer can be withdrawn, but not every offer can be revoked.

(7)
An offer is accepted only if there is no alteration.

(8)
A counteroffer terminates the offer and it is a new offer.

(9)
A late acceptance must be invalid and has no binding on the offeror.

(10)
An acceptance can be revoked after it becomes effective.
2. Open Questions

(1)
What is an effective offer? And what is an effective acceptance?

(2)
Please look for some examples in your daily life associated with negotiation, and try to decompose the negotiation into the possible four steps discussed in this chapter.

(3)
A foreign buyer emailed “offer dated August 10 accepted, if 5% commission included”. Is this an acceptance?

(4)
What are material alterations? Please list them with examples.

(5)
When is a contract formed by CISG? Is it requisite to sign a written contract?

3. Case Study

(1)
On February 2, Lee Co. made a selling offer to Dee Inc., “We offer you firm at USD 150 per carton FOB Shanghai, subject to your reply here on or before February 10.” On February 6, Dee replied, “Your offer of February 2 is accepted if the price is USD 135 per carton FOB Shanghai.” As Lee was considering, the market price went over USD 150. On February 8, Dee sent another mail that read, “We accept your offer of February 2.”
Question: Is there any contract concluded?

(2)
Company B sent us a buying offer, subject to our reply there before July 22. On July 24, we telexed our acceptance to the offer but received no reply. As the market kept going up, we unexpectedly received a telex on August 24 from Company B requesting us to make shipment before the end of August as specified in the offer, and they reserved the right to claim against us for compensation.
Question: Was the contract between B and us established? Why?

(3)
China’s Company A made an offer to American Company B on October 2 for 500 dozen Men’s Shirts, 100% Cotton, at USD 84.50 per dozen CIF New York, subject to B’s reply reaching before October 15. A received a reply from B on October 10, “Your price is on the high side. We can accept your offer at USD 80 per dozen.” A received another email from B on October 13, “We accept your offer of October 2. The relevant L/C has been established.” A neither made any response or delivery for the price was increasing. Later, B insisted that A broke the contract and claimed for compensation.
Question: Is there any contract concluded?
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The seller must deliver the goods, hand over any documents relating to them and transfer the property in the goods, as required by the contract and this Convention.


Article 30, CISG








The buyer must pay the price for the goods and take delivery of them as required by the contract and this Convention.


Article 53, CISG
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� Trade in commercial services is excluded from this book.


� WTO. World Trade Statistical Review 2019, https://www.wto.org/english/res_e/statis_e/wts2019_e/wts19_ toc_e.htm.


� Referring to trade statistics of World Trade Organization. The trend is the same for the world merchandise import.


� Full text is available on http://www.uncitral.org/uncitral/en/uncitral_texts/sale_goods/1980CISG.html.


� These 11 countries are: Argentina, China, Egypt, France, Hungary, Italy, Lesotho, Syrian Arab Republic, the United States, Yugoslavia, and Zambia.


� China Withdraws “Written Form” Declaration Under the United Nations Convention on Contracts for the International Sale of Goods (CISG), UNIS/L/180, http://www.unis.unvienna.org/unis/pressrels/2013/unisl180.html, 18 January 2013.


� Rules set by the ICC cover most aspects of international trade, and should in no case be limited to these three.


� “Trade Finance Global UCP 600 Guide”. Trade Finance Global. Retrieved on February 4, 2016.


� The U.K. Sale of Goods Act of 1983, the U.S. Uniform Sales Act of 1896 and the U.S. Uniform Commercial Code had ever required a signed writing to enforce contracts, including contracts for sale of goods.


� CISG authorizes any contracting state to make a declaration at the time of ratification to exclude other means of concluding contracts.


� The condition for declaration of contract void may be different as per different laws. This book refers to CISG and China’ s Contract Law.


� Trade in commercial services is excluded from this book.


� Article 14 (1) and 15 (1), CISG.


� Article 14 (2), CISG.


� Article 18 (2), CISG.


� Article 20 (1), CISG.


� Article 18 (2), CISG.


� Article 15 (2), CISG.


� Article 16 (1), CISG.


� The mailbox rule applies in most Anglo-American common law countries, including England, Australia, Canada, New Zealand, and the United States.


� Article 16 (2) of CISG states “An offer cannot be revoked: (a) if an offer indicates, whether by stating a fixed time for acceptance or otherwise, that it is irrevocable; or (b) if it was reasonable for the offeree to rely on the offer as being irrevocable and the offeree has acted in reliance on the offer.”


� Article 19 (1) of CISG states “A reply 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 counteroffer.”


� Article 19 (3), CISG.


� Article 18(1) and (2), CISG.


� Article 19 (2), CISG.


� Article 18 (2), CISG.


� The receipt rule is adopted by civil law countries, while the dispatch or mailbox rule is adopted by common law countries. The example in the text will reach a different result if the mailbox rule is applied. A contract would be formed at the time when the acceptance was dispatched.


� Refer to Article 21, CISG.


� Article 22, CISG.
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