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Trade Forms

With the fast development of international trade, trade forms tend to
be increasingly diversified. This text’s examination will be focused on the
following methods of international sale of goods:

« Exclusive distribution

= Agency

« Consignment

* Auction

« Commodities futures transactions

1. Exclusive Distribution or Sale

Exclusive distribution refers to a situation in which a distributor
carries the products of one manufacturer and not those of the competing
manufacturers®D. This may give the distributor the exclusive right to
distribute the company’s products in other territories.

By using this form, both parties (the manufacturer and the distributor)
benefit from such exclusive arrangements. The manufacturer obtains more
loyal and dependable outlets, and the distributor obtains a steady source of
supply of special products and stronger seller support. Exclusive
arrangements are legal as long as they do not substantially lessen
competition or tend to create a monopoly and as long as both parties enter
into the agreement on exclusive distribution voluntarily (according to the
U.S. Clayton Act) @.

2. Agency

Agency refers to a relationship between two parties, one, the
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principal, on whose behalf some action with a third party is being taken by
the other, the other being the agent(3. Agency business in international
trade means one party — the owner of goods (the principal) entrusts the
other — the independent agent with the task of engaging in business
activities in the name of the owner of the goods (the principal) and with
his/her funds.

To establish an agency, there must be an agency agreement or
contract signed between the principal and the agent, specifying their duties
and rights. But before entering into such an agreement, the principal
(normally a manufacturer) must be absolutely assured of the following
four points:

* that he/she will be duly paid for his/her shipments;

* that the importer/the agent has all the organization necessary to
achieve the highest possible volume of sales@);

* that the importer/the agent is of such standing in his own markets as
to command the respect and goodwill of the local buyers and consumers;

* that the importer/the agent is unconnected with other business
interests likely to hinder him/her from doing justice to his/her own
products,

3. Consignment

When using this method of selling, goods are sent by a principal
(consignor) to an agent (consignee), usually in a foreign country for sale
either at an agreed price or at the best market price.

The agent usually works for a commission, does not normally pay for
the goods until they are sold and does not own them, although usually
having possession of them. (That is why consignment is also looked on as
one form of trade finance.)

The final settlement, often called a consignment account, details the
cost of the goods, the expenses incurred, the agents commission, and the
proceeds of the sale®).
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