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Professional Certificate in International Arbitration and Trade Law (Sri Lanka)

International Trade Law Fundamentals

International trade law is the body of rules, agreements and customs that govern the exchange of goods
and services across national borders. It encompasses a wide range of concepts, institutions and mechanisms
that facilitate commerce while balancing the sovereign interests of states. Understanding the key terms and
vocabulary is essential for practitioners, scholars and students who engage with cross‑border transactions,
dispute resolution and policy formulation.

World Trade Organization (WTO) is the principal global institution that administers the multilateral trading
system. Established in 1995, the WTO provides a forum for negotiations, monitors the implementation of
agreements, and operates a dispute settlement mechanism. For example, when a member country imposes
a new import duty that another member believes violates WTO rules, the aggrieved state may request
consultations and, if unresolved, may bring the case before the WTO dispute settlement body. The
challenges in this context include lengthy proceedings, the need for legal expertise, and the political
pressure that can influence outcomes.

The foundational treaty of the WTO system is the General Agreement on Tariffs and Trade (GATT). GATT
originally focused on reducing tariffs, which are taxes imposed on imported goods. A tariff is expressed as a
percentage of the customs value of the product; for instance, a 10 % tariff on steel imports raises the price
of foreign steel relative to domestic steel. While tariffs are the most visible trade barrier, they are
complemented by other measures such as quotas, subsidies and non‑tariff barriers.

A quota is a quantitative limit on the amount of a particular good that may be imported during a specified
period. Quotas can be absolute, allowing a fixed amount, or tariff‑rate quotas, which apply a lower tariff up
to a certain volume and a higher tariff beyond that threshold. For example, a country may permit the import
of 500 000 tonnes of wheat at a 5 % duty, with any additional wheat subject to a 25 % duty. Quotas are often
criticized for distorting market competition and creating rent‑seeking behavior among importers.

Non‑tariff barriers (NTBs) refer to regulatory or procedural obstacles that restrict trade without involving a
tariff. NTBs include sanitary and phytosanitary measures, technical standards, licensing requirements and
customs procedures. While many NTBs are justified on health, safety or environmental grounds, they can be
used arbitrarily to protect domestic industries. A practical challenge is distinguishing legitimate regulatory
objectives from disguised protectionism, a task that frequently arises in WTO dispute settlement.

The principle of Most‑Favoured Nation (MFN) lies at the heart of the multilateral trading system. Under
MFN, a WTO member must treat the products of all other members no less favourably than it treats the
products of any single member. In practice, this means that if Country A grants a tariff reduction to
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Country B, it must extend the same reduction to all other WTO members, unless an exemption applies. MFN
promotes non‑discrimination but can limit the flexibility of states to pursue preferential trade policies.

Related to MFN is the principle of National Treatment. National treatment obliges a WTO member to treat
foreign goods, services and investors no less favourably than domestic equivalents once they have entered
the market. For instance, an imported automobile should be subject to the same safety inspections and
registration fees as a domestically produced vehicle. The challenge for authorities is to design regulations
that achieve legitimate objectives without breaching national treatment obligations.

Anti‑dumping measures are trade remedies applied when a foreign producer sells a product in another
market at a price lower than its normal value, often defined as the price in the home market or the cost of
production plus a reasonable profit. Dumping can cause injury to the domestic industry of the importing
country. To counteract this, the importing country may impose an anti‑dumping duty that offsets the price
differential. Determining dumping involves complex calculations of normal value, export price and the
existence of material injury, which can be contested in WTO dispute settlement.

Subsidies are financial contributions by a government that confer an advantage on certain enterprises.
Subsidies can be specific, such as export subsidies that encourage producers to sell abroad, or general, such
as tax breaks that benefit a broad class of businesses. WTO rules prohibit certain categories of subsidies
that distort trade, particularly those that are contingent upon export performance. Enforcement of subsidy
rules requires detailed investigation of fiscal policies, a process that can be both time‑consuming and
politically sensitive.

The Dispute Settlement Body (DSB) is the organ of the WTO that oversees the dispute settlement process.
When a member believes that another member has breached a WTO agreement, it may request
consultations. If consultations fail, the complainant can request the establishment of a panel. The panel
issues a report, which may be appealed to the Appellate Body. Although the Appellate Body has been
inactive since 2019 due to appointment issues, the DSB continues to function, and the procedural
framework remains a cornerstone of WTO enforcement. Practitioners must navigate a procedural timeline
that includes mandatory filing dates, written submissions, oral arguments and the implementation of
recommendations.

In addition to WTO mechanisms, many disputes are resolved through arbitration. Arbitration is a consensual
process where parties agree to submit their dispute to an independent tribunal whose decision is binding.
International commercial arbitration often draws on rules developed by institutions such as the International
Chamber of Commerce (ICC) or the London Court of International Arbitration (LCIA). Arbitration offers
advantages of speed, expertise and confidentiality, but challenges include the cost of counsel, the selection
of arbitrators, and the enforcement of awards across jurisdictions.

The New York Convention of 1958 is the principal instrument governing the recognition and enforcement of
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foreign arbitral awards. Over 160 states are parties to the Convention, which requires courts to enforce
awards unless specific grounds for refusal exist, such as lack of due process or public policy concerns. For
example, a Sri Lankan company that obtains an arbitral award in Singapore can seek enforcement in a Sri
Lankan court under the New York Convention, provided the award meets the formal requirements.
Enforcement challenges may arise when the local court interprets public policy narrowly or when the award
conflicts with domestic statutes.

Choice of law and forum selection clauses are contractual tools that determine which substantive law will
govern the contract and which court or tribunal will hear disputes. A typical clause might state that the
contract is governed by the law of England and Wales and that any dispute will be resolved by arbitration in
Hong Kong under ICC rules. These clauses provide predictability, but they can be contested on grounds of
unfairness, lack of consent or incompatibility with mandatory local laws. Practitioners must draft clauses that
balance parties’ autonomy with the need for enforceability.

Incoterms, published by the International Chamber of Commerce, define the allocation of costs, risks and
responsibilities between buyer and seller. The most recent version, Incoterms 2020, includes terms such as
EX WORKS, FOB, CIF and DAP. For instance, under FOB (Free On Board), the seller delivers the goods onto
the vessel at the named port of shipment; risk passes to the buyer once the goods cross the ship’s rail.
Selecting the appropriate Incoterm influences insurance requirements, customs clearance obligations and
the point at which transport risk transfers. Misapplication of Incoterms can lead to disputes over damage,
loss or additional costs.

Customs valuation determines the dutiable value of imported goods. The WTO’s Customs Valuation
Agreement requires a transaction value method, which uses the price actually paid or payable for the
goods, adjusted for elements such as commissions, royalties and transportation costs up to the border.
Alternative methods, such as deductive or computed value, are applied when the transaction value cannot
be used. Accurate customs valuation is critical for revenue collection and for avoiding disputes with customs
authorities.

Rules of origin are criteria used to determine the national source of a product. They are essential in the
application of preferential tariffs under free trade agreements (FTAs) and regional trade agreements (RTAs).
For example, a product that is wholly obtained in a member state of a FTA qualifies for reduced duties,
whereas a product that contains a significant proportion of non‑originating content may not. Determining
origin can involve complex calculations of value‑added, change‑in‑tariff‑classification and specific
processing requirements. Errors in certification can trigger penalties, retroactive duties and loss of market
access.

A Free Trade Agreement is a treaty between two or more countries that eliminates or reduces tariffs, quotas
and other trade barriers on substantially all goods and services. The ASEAN‑Australia‑New Zealand FTA, for
instance, provides zero‑tariff access for most products among the parties. FTAs often include provisions on
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investment protection, intellectual property, competition policy and dispute settlement. While FTAs promote
deeper integration, they also raise challenges related to “spaghetti‑bowl” effects, where overlapping rules
create compliance burdens for businesses operating across multiple agreements.

Regional Trade Agreements (RTAs) are similar to FTAs but may cover broader policy areas, including
customs unions, common markets and economic unions. The European Union (EU) exemplifies a customs
union in which member states apply a common external tariff and eliminate internal customs duties. The EU
also has a harmonized regulatory regime, which simplifies trade but imposes uniform standards that may be
stricter than those of non‑EU countries. Companies must navigate both EU internal market rules and the
external trade policy of the EU.

Bilateral Investment Treaties (BITs) are agreements that protect foreign investors by establishing standards
of fair and equitable treatment, protection against expropriation, and mechanisms for dispute resolution,
often through international arbitration. Sri Lanka has entered into BITs with numerous countries, providing
investors with confidence that their investments will be safeguarded. However, BITs have attracted criticism
for limiting sovereign regulatory space, especially in public health and environmental matters. Recent trends
include renegotiations to incorporate “right‑to‑regulate” clauses.

The concept of Trade Facilitation refers to the simplification, modernization and harmonization of customs
procedures to reduce transaction costs and improve efficiency. The WTO Trade Facilitation Agreement (TFA)
obliges members to expedite the release and clearance of goods, implement electronic filing systems and
adopt transparent procedures. For exporters in developing economies, compliance with TFA standards can
be a catalyst for market access, yet the required investment in technology and capacity building may pose
significant challenges.

Intellectual Property rights are protected in international trade through the Agreement on Trade‑Related
Aspects of Intellectual Property Rights (TRIPS). TRIPS sets minimum standards for patents, trademarks,
copyrights and trade‑secrets. For example, a pharmaceutical company seeking to export a patented drug
must ensure that the importing country provides at least 20 years of patent protection in line with TRIPS.
TRIPS also includes provisions on compulsory licensing, which can be invoked for public health
emergencies. Balancing IP protection with access to medicines remains a contentious issue in trade
negotiations.

Sanctions and embargoes are coercive measures employed by states or international bodies to restrict trade
with targeted countries, entities or individuals. Sanctions may be comprehensive, prohibiting all trade, or
selective, targeting specific sectors such as arms, oil or technology. For instance, United Nations sanctions
against North Korea prohibit the export of luxury goods and the import of certain commodities. Companies
must conduct rigorous due‑diligence to avoid violating sanctions, as breaches can result in severe penalties,
loss of licenses and reputational damage.
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Export controls are national regulations that restrict the export of goods, technology or services for reasons
of national security, foreign policy or non‑proliferation. The United States Export Administration Regulations
(EAR) and the International Traffic in Arms Regulations (ITAR) are prominent examples. An exporter of
dual‑use electronics must obtain an export license if the destination country is listed on the Entity List.
Failure to comply can lead to civil and criminal enforcement actions. Export control compliance requires
continuous monitoring of licensing requirements, end‑use verification and record‑keeping.

Trade finance instruments such as letters of credit (LC) and bank guarantees facilitate the movement of
goods by providing payment security. A letter of credit is a commitment by a bank to pay the seller once
stipulated documents, such as a bill of lading and commercial invoice, are presented. For example, an
importer in Sri Lanka may open an LC with a local bank to assure the exporter in Bangladesh that payment
will be made upon shipment. The Uniform Customs and Practice for Documentary Credits (UCP 600)
governs LCs, establishing standardized rules to reduce the risk of non‑payment.

Force majeure clauses address unforeseen events that prevent a party from fulfilling contractual obligations.
Typical force majeure events include natural disasters, war, strikes and pandemics. The COVID‑19 pandemic
triggered numerous force majeure claims, prompting courts to interpret the scope of such clauses. A
well‑drafted clause will enumerate specific events, outline notice requirements and define the consequences
for the affected obligations, such as suspension of performance or termination rights. Ambiguities can lead
to litigation over whether a particular disruption qualifies as force majeure.

Jurisdiction concerns the authority of a court or tribunal to hear a case. In international trade disputes,
jurisdiction may be determined by the parties’ agreement, the location of the contract’s performance, or the
presence of assets. For instance, a contract may stipulate that disputes be resolved by arbitration in
Singapore, thereby conferring jurisdiction to the Singapore International Arbitration Centre. However, a
party may still be subject to local court jurisdiction for enforcement actions, requiring careful coordination
between arbitral awards and domestic enforcement procedures.

Recognition and enforcement of foreign judgments is a critical aspect of cross‑border trade. While the New
York Convention focuses on arbitral awards, many countries have bilateral or multilateral treaties that
address the enforcement of court judgments. The Hague Convention on the Recognition and Enforcement
of Foreign Judgments in Civil or Commercial Matters (2005) seeks to create a uniform framework, though
not all major trading nations have ratified it. In the absence of a treaty, domestic law may require the
foreign judgment to be reviewed for public policy compatibility before enforcement.

Customs procedures are the administrative processes that govern the import and export of goods. They
include filing declarations, paying duties, obtaining permits and complying with inspection regimes. Efficient
customs procedures reduce clearance times and costs, enhancing competitiveness. However, procedural
delays, corruption or lack of transparency can hinder trade. Countries strive to adopt risk‑based approaches,
where low‑risk shipments receive expedited treatment, while high‑risk consignments undergo more
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thorough scrutiny.

Trade policy is the set of measures that a government adopts to influence international trade. It
encompasses tariffs, subsidies, trade agreements, export promotion, import licensing and standards. Trade
policy is shaped by economic objectives, political considerations and development goals. For example, a
developing country may use preferential tariff reductions under the Generalized System of Preferences
(GSP) to stimulate export growth, while simultaneously protecting nascent industries with temporary tariffs.
Balancing these objectives requires careful analysis of comparative advantage, fiscal impact and
international obligations.

Supply chain management in the context of international trade involves coordinating the movement of raw
materials, intermediate goods and finished products across multiple jurisdictions. Effective supply chain
management relies on accurate forecasting, logistics optimization, compliance with customs regulations
and risk mitigation. A disruption such as a port strike can cause cascading delays, prompting companies to
develop contingency plans, diversify sourcing and adopt digital tracking technologies. Managing supply
chain risk is increasingly important in an environment of geopolitical tension and regulatory change.

Export licensing is a governmental authorization required for the export of certain controlled goods,
technologies or services. Licenses may be mandatory for dual‑use items, military equipment, cultural
artifacts or endangered species. Failure to obtain a required export license can result in seizure, fines and
criminal prosecution. Companies often establish internal compliance programs that include product
classification, end‑user checks and license management systems to ensure adherence to export control
regimes.

Import licensing functions similarly but applies to the entry of specific goods into a country. For example,
many nations require an import license for pharmaceuticals to ensure that products meet safety standards.
Import licensing can be used as a tool to protect public health, preserve natural resources or control
strategic commodities. The licensing process may involve technical assessments, conformity testing and
documentation of source country compliance.

Trade remedy measures, such as anti‑dumping duties, countervailing duties and safeguards, are tools that
governments employ to protect domestic industries from unfair trade practices or sudden surges in
imports. Countervailing duties, for instance, offset the effect of foreign subsidies that disadvantage
domestic producers. Safeguard measures allow temporary tariff increases to provide relief from import
surges that cause serious injury. The WTO’s Agreement on Safeguards sets out the conditions and
procedures for implementing safeguards, including the requirement for a detailed investigation and the
provision of compensation to affected trading partners.

Compensation in the context of WTO disputes refers to the remedial actions that a violating member must
take to offset the harm caused to the complainant. Compensation may involve the withdrawal of the
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offending measure, the payment of monetary damages or the provision of equivalent market access. For
example, if a WTO panel finds that a country’s anti‑dumping duty violates the agreement, the country may
be required to suspend the duty and offer compensation to the affected exporters. Negotiating
compensation can be complex, as it must balance legal compliance with domestic political considerations.

Retaliation is a measure taken by a WTO member against another member that has been found to be in
breach of WTO rules, when the offending member fails to bring its measure into conformity. Retaliation
typically takes the form of an equivalent increase in tariffs on the offending member’s exports. The amount
of retaliation is calculated based on the level of trade harm identified in the dispute report. Retaliation is
considered a last resort, and the WTO encourages prompt compliance and negotiation to avoid escalation.

Trade facilitation agreement (TFA) obligations require members to establish transparent, predictable and
expeditious customs procedures. The TFA includes provisions on pre‑arrival processing, risk management,
post‑clearance audit and the use of electronic documents. Implementing the TFA can lead to reduced
clearance times, lower trade costs and increased competitiveness. However, developing countries may face
resource constraints in upgrading infrastructure, training personnel and adopting the necessary IT systems.

Customs valuation disputes often arise when customs authorities assess a value that differs from the
transaction value declared by the importer. For instance, a customs authority may argue that the declared
price is artificially low to evade duties, invoking the “deductive value” method. The importer can contest the
assessment by providing evidence of the actual transaction, comparable sales or cost data. Effective
resolution of customs valuation disputes requires a solid understanding of the WTO Customs Valuation
Agreement and the ability to present documentary evidence.

Transfer pricing is the set of rules governing the pricing of intra‑group transactions for tax purposes. While
primarily a tax concept, transfer pricing affects trade when multinational enterprises allocate profits among
subsidiaries in different jurisdictions. For example, an exporter may set a low price for goods sold to a
related importer in a low‑tax jurisdiction, reducing taxable income in the high‑tax jurisdiction. Tax
authorities may adjust prices to reflect arm’s‑length standards, leading to additional tax liabilities and
potential double taxation. International tax treaties often contain provisions to mitigate such conflicts.

Trade‑related investment involves cross‑border capital flows that support production, distribution or service
provision. Investment protection provisions in BITs and multilateral agreements seek to safeguard investors
against expropriation, discriminatory treatment and unfair competition. The Investor‑State Dispute
Settlement (ISDS) mechanism allows investors to bring claims against host states before international
tribunals. A notable case involved a foreign investor challenging a government’s change in environmental
regulations that affected a mining project. While ISDS can provide redress for investors, it also raises
concerns about the balance between investor rights and sovereign regulatory autonomy.

Cross‑border insolvency refers to the situation where a debtor’s assets or liabilities span multiple
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jurisdictions. The United Nations Convention on Cross‑Border Insolvency (UNCITRAL Model Law) provides a
framework for cooperation among courts, enabling the recognition of foreign insolvency proceedings and
the coordination of asset distribution. In practice, a multinational corporation facing bankruptcy may have
its principal place of business in one country, with subsidiaries in several others. Effective cross‑border
insolvency management requires understanding of local insolvency laws, the ability to obtain recognition of
foreign proceedings, and coordination to avoid conflicting claims.

Export promotion agencies are government or semi‑governmental bodies that assist domestic firms in
entering foreign markets. They provide market research, trade missions, financing support and information
on regulatory requirements. For example, Sri Lanka’s Export Development Board offers counseling services,
training and assistance with compliance to international standards. While export promotion can boost trade
volumes, challenges include ensuring that support is targeted, avoiding market distortion and measuring
the effectiveness of programs.

Trade compliance is the systematic process of ensuring that all import, export, and internal transactions
adhere to applicable laws, regulations and contractual obligations. A comprehensive compliance program
typically includes risk assessment, policy development, employee training, internal controls and audit
mechanisms. Companies that neglect trade compliance risk penalties, loss of export privileges, and damage
to reputation. For instance, a multinational firm may be fined for failure to screen customers against a
sanctions list, highlighting the importance of robust due‑diligence procedures.

Intellectual property enforcement in trade contexts involves protecting patents, trademarks and copyrights
against infringement in foreign markets. The WTO’s TRIPS Agreement obliges members to provide effective
enforcement mechanisms, including civil remedies, criminal penalties and border measures. For example, a
pharmaceutical company may request customs authorities to seize counterfeit versions of its drug at the
border. Enforcement challenges include varying levels of enforcement capacity, differences in legal
standards, and the need for coordination among multiple agencies.

Trade‑related environmental standards are increasingly incorporated into trade agreements, reflecting the
convergence of trade and sustainability objectives. Provisions may require parties to uphold environmental
commitments, adopt eco‑labelling schemes, or refrain from imposing trade‑restrictive measures that are
unjustified under environmental pretexts. The EU’s “Carbon Border Adjustment Mechanism” (CBAM)
exemplifies the use of trade tools to address carbon leakage, imposing a charge on imported goods based
on their embedded emissions. Implementing such measures demands accurate emissions reporting,
verification procedures and compatibility with WTO rules.

Digital trade encompasses the exchange of data, services and electronic transactions across borders. The
WTO’s e‑commerce work programme addresses issues such as customs duties on electronic transmissions,
data localisation, privacy protection and the treatment of digital products under trade agreements. For
instance, a software company exporting cloud services must consider whether the service is classified as a
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“good” or a “service” for tariff purposes, and whether the destination country imposes duties on electronic
transmissions. Legal uncertainties and divergent regulatory approaches create challenges for businesses
seeking to operate in the digital economy.

Trade‑related dispute resolution mechanisms extend beyond WTO panels to include bilateral investment
treaty arbitration, commercial arbitration, and mediation. Mediation offers a collaborative approach where a
neutral facilitator assists parties in reaching a mutually acceptable settlement. While mediation lacks the
binding authority of arbitration, it can preserve business relationships and reduce costs. The International
Mediation Institute (IMI) provides standards for mediators, promoting professionalism and consistency.
Selecting the appropriate dispute resolution method depends on factors such as the parties’ relationship,
the nature of the dispute, confidentiality needs and enforceability considerations.

Export subsidies are financial contributions provided by a government to encourage the export of particular
goods or services. Under WTO rules, certain export subsidies are prohibited because they distort
competition. An example is a government offering a cash rebate to exporters of agricultural products,
effectively lowering the export price below market levels. The WTO’s Agreement on Subsidies and
Countervailing Measures (SCM) requires members to notify and eliminate prohibited subsidies, and to
provide countervailing duties to offset the effect of illegal subsidies on imports.

Countervailing duties are imposed to neutralize the effect of foreign subsidies that cause injury to domestic
producers. The process involves a detailed investigation to determine whether a subsidy exists, its amount,
and whether it causes material injury. If the investigation confirms these elements, the importing country
may levy a duty equal to the estimated subsidy margin. Countervailing duties are subject to WTO dispute
settlement if the exporting country believes the measures are inconsistent with the SCM Agreement. The
calculation of subsidy margins often involves complex financial analysis and the collection of extensive
documentation.

Safeguard measures are temporary restrictions—typically tariff increases—applied to protect a domestic
industry from a sudden surge in imports that causes serious injury. Safeguards are allowed under the WTO
Safeguards Agreement, provided that the investigating authority follows a transparent, evidence‑based
process. For example, a country may impose a safeguard tariff on imported steel for a period of up to four
years to allow domestic producers to adjust. Safeguard measures must be proportionate,
non‑discriminatory and accompanied by a plan to eliminate the measure once the injury is remedied.

Technical barriers to trade (TBT) are standards, regulations, testing and certification procedures that can
impede the importation of goods. The WTO’s TBT Agreement encourages the use of international standards
to avoid unnecessary obstacles. However, a country may adopt stricter requirements for health or safety
reasons, provided they are not more trade‑restrictive than necessary. A typical TBT dispute involves a
country imposing a labeling requirement that differs from international norms, prompting a complaint that
the measure discriminates against foreign products.
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Sanitary and phytosanitary measures (SPS) are measures applied to protect human, animal and plant life
from risks arising from pests and diseases. The SPS Agreement permits members to set their own standards,
but requires them to be based on scientific evidence and to avoid unnecessary trade restrictions. An SPS
dispute may arise when a country bans the import of a certain fruit due to concerns about a plant virus, and
the exporting country argues that the ban is not justified by scientific risk assessments. The WTO dispute
settlement process assesses the adequacy of the scientific basis and the proportionality of the measure.

Trade‑related intellectual property enforcement includes customs seizure of counterfeit goods, border
measures to prevent infringing products, and civil actions against importers. The WTO’s TRIPS Agreement
requires members to adopt procedures for the rapid expulsion of infringing goods at the border. For
instance, a luxury brand may request that customs authorities detain shipments suspected of containing
counterfeit handbags. The effectiveness of enforcement depends on customs officers’ training, the
availability of reliable identification tools and the coordination with intellectual property owners.

Export control classification is the process of determining the appropriate licensing requirements for a
product based on its technical characteristics, end‑use and end‑user. Classification systems, such as the
United States Export Control Classification Number (ECCN) list, assign items to categories that dictate
licensing obligations. A mis‑classification can lead to unlicensed exports, exposing the exporter to penalties.
Companies often implement internal classification procedures, maintain up‑to‑date reference material, and
conduct regular audits to ensure compliance.

Trade remedies in the context of anti‑dumping involve the imposition of duties that offset the margin of
dumping. The margin is calculated as the difference between the normal value of the product and the
export price. For example, if the normal value of a widget is $10 per unit and it is exported at $7 per unit,
the dumping margin is 30 %. An anti‑dumping duty of 30 % may be levied to neutralize the price advantage.
The investigation must also establish that the domestic industry has suffered material injury, a requirement
that adds further complexity to the process.

Foreign exchange controls are measures that restrict the conversion of domestic currency into foreign
currency. Some countries impose exchange controls to manage balance‑of‑payments pressures, limiting the
amount of foreign currency that can be transferred abroad. Exporters may be required to obtain approval
before receiving payment in foreign currency, affecting cash flow and the ability to repatriate profits.
Companies operating in such environments must plan for currency risk, possibly using hedging instruments
or negotiating payment terms that align with local regulations.

Trade‑related dispute settlement clauses in contracts often specify the governing rules, such as “any dispute
arising out of or relating to this contract shall be resolved by arbitration under the ICC Rules”. Including a
clear dispute settlement clause reduces uncertainty, providing a predictable forum and procedural
framework. However, parties must ensure that the chosen rules are compatible with the jurisdictions
involved, and that the clause does not contravene mandatory local laws that could invalidate the
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agreement.

International commercial terms (Incoterms) influence the allocation of risk and cost in a transaction.
Selecting the appropriate term is critical for determining who is responsible for insurance, freight, customs
clearance and loading. For example, under DDP (Delivered Duty Paid), the seller bears all responsibilities,
including payment of import duties, while under EXW (Ex Works), the buyer assumes almost all obligations
once the goods are made available at the seller’s premises. Misunderstanding Incoterms can result in
unexpected liabilities, especially regarding insurance coverage and customs compliance.

Trade‑related arbitration institutions include the International Centre for Settlement of Investment Disputes
(ICSID), the Permanent Court of Arbitration (PCA) and regional bodies such as the Asian International
Arbitration Centre (AIAC). These institutions provide procedural rules, administrative support and a pool of
arbitrators with expertise in trade and investment matters. Choosing an institution involves considerations
of reputation, procedural flexibility, cost structures and the enforceability of awards under the New York
Convention.

Trans‑shipment refers to the movement of goods through an intermediate country before reaching the final
destination. Trans‑shipment can be used to take advantage of more favorable customs regimes, lower
duties or logistical efficiencies. For instance, a manufacturer may ship components to a free‑trade zone in
Singapore, where they are assembled and then re‑exported to the United States, benefiting from reduced
tariffs under the US‑Singapore FTA. However, trans‑shipment raises issues of origin determination, customs
valuation and compliance with rules of origin.

Export‑import financing instruments such as export credit guarantees and forfaiting provide working capital
and risk mitigation for exporters. Export credit agencies (ECAs) may issue guarantees that protect exporters
against non‑payment by foreign buyers. Forfaiting involves the sale of receivables at a discount to a
forfaiter, who assumes the credit risk. These financing tools enable exporters to offer competitive credit
terms without jeopardizing cash flow. The challenge lies in navigating the regulatory framework governing
ECAs and ensuring that the financing arrangement complies with WTO rules on subsidies.

Trade‑related capacity building initiatives aim to strengthen the institutions and human resources needed to
implement trade policies effectively. Programs may focus on customs modernization, trade facilitation
training, or the development of legal expertise in trade law. International organizations such as the World
Bank and UNCTAD provide technical assistance and funding for such projects. Capacity building is essential
for developing economies seeking to integrate into global supply chains, yet it requires sustained
commitment and coordination among stakeholders.

Trade‑related data collection is crucial for policy formulation, monitoring compliance and negotiating trade
agreements. Statistics on imports, exports, tariffs, and trade volumes inform decisions on market access,
tariff adjustments and dispute settlement. Accurate data collection faces obstacles such as inconsistent
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reporting standards, limited resources for statistical agencies, and the need to protect confidential business
information. Harmonizing data collection methodologies with international standards, such as those of the
WTO’s Trade Statistics Database, enhances comparability and transparency.

Trade‑related legal reforms often involve updating national legislation to align with WTO obligations,
modernizing customs codes, and adopting electronic filing systems. Legal reforms may also address the
enforcement of intellectual property rights, the establishment of specialized trade courts, and the creation
of mechanisms for rapid dispute resolution. While reforms can improve the business environment, they may
encounter resistance from entrenched interests, budgetary constraints, and the complexity of harmonizing
domestic law with international commitments.

Trade‑related sanctions compliance requires firms to implement screening procedures, maintain watchlists,
and conduct ongoing monitoring of business partners. Companies may use software solutions that
integrate sanctions lists from the United Nations, the European Union, and the United States. Effective
compliance programs also involve staff training, internal controls, and periodic audits. Failure to detect a
prohibited transaction can result in significant fines, loss of export licences, and reputational harm,
underscoring the importance of a robust compliance infrastructure.

Trade‑related investment protection clauses in bilateral investment treaties often include “fair and equitable
treatment”, “full protection and security” and “prohibition of expropriation without compensation”. These
standards aim to create a stable investment climate. However, they can be invoked in disputes over
regulatory changes, such as the introduction of stricter environmental standards that affect a foreign
investor’s profitability. Balancing investment protection with the right to regulate for public welfare remains
a core tension in trade and investment law.

Trade‑related dispute settlement mechanisms in regional agreements may differ from WTO procedures. For
example, the North American Free Trade Agreement (NAFTA) – now superseded by the US‑Mexico‑Canada
Agreement (USMCA) – provided for state‑to‑state dispute settlement panels and investor‑state arbitration.
Regional mechanisms often allow for faster resolution, but may lack the same level of transparency as WTO
panels. Understanding the procedural nuances of each agreement is essential for practitioners advising
clients on dispute strategy.

Trade‑related environmental provisions in agreements such as the EU‑Japan Economic Partnership
Agreement incorporate commitments to sustainable development, climate change mitigation and
biodiversity protection. These provisions may require parties to adopt or maintain environmental standards,
cooperate on research, and promote green technologies. Enforcement mechanisms can include
consultations, compliance committees and, in some cases, the ability to suspend trade benefits. Companies
must monitor the evolving regulatory landscape to ensure that their operations align with both trade and
environmental obligations.
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Trade‑related digital services taxation has emerged as a contentious issue, with many jurisdictions imposing
taxes on foreign digital service providers. The OECD’s “Pillar II” framework seeks to establish a global
minimum corporate tax rate and a nexus rule for digital services. While not directly a trade measure, digital
services taxes intersect with trade law, particularly where they are perceived as discriminatory against
foreign providers. Disputes may be raised under WTO agreements if a tax is deemed to be a
trade‑restrictive measure.

Trade‑related intellectual property licensing arrangements allow rights holders to authorize the use of
patents, trademarks or copyrighted works in foreign markets. Licensing agreements must respect the
limitations imposed by TRIPS, such as the requirement that compulsory licensing be available under certain
conditions. For example, a pharmaceutical company may grant a license to a generic producer in a
developing country to produce a patented drug for local consumption, balancing profit motives with public
health considerations. Licensing terms must address royalty rates, quality control and dispute resolution.

Trade‑related customs cooperation initiatives, such as the World Customs Organization’s SAFE Framework
of Standards, promote the exchange of information, risk management and the use of secure supply chain
mechanisms. Customs cooperation can facilitate the rapid release of legitimate goods while targeting
high‑risk shipments.
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