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Difficulties in international trade
No country has everything that its consumers want or need, so some items must be imported and countries in turn must export. This is the way how countries become interdependent on each other. However, during this procedure exporting companies can encounter some difficulties which may be largely different from those they can expect in national trade. Some of the problems exporters can face: the distance to cover is normally greater than in domestic trade, the exporters are forced to use a combination of different ways of transport, problems come with increase in costs, language, cultural and political differences, different governments require different technical specifications, customs regulations have to be observed, trade restrictions, and unusual payment methods. 

If the exporter wants to reduce risk, he assigns some of the tasks to an export house. An export house provides export services. It may act as a distributor, obtaining orders from abroad and then buying the goods from the producer in this country. So the manufacturer is relieved from the difficulties of exporting. 

Employing an agent is also a reasonable step in case of exporting. The agent is a middleman (intermediary) in commerce. For his services the agent is paid a commission calculated on the basis of a percentage of the invoiced amounts. His duties are to visit customers and collect orders, to help representatives of the principal visiting his territory, to submit regular market reports, to help settle complaints and to intervene in case of non-payment. Types of agents:

· factor: employed by his principal to sell the principal’s goods or services in return for a commission. He takes possession of the goods.
· broker: doesn’t have possession of the products. Their role is to bring buyers and sellers together.
· del credere agent: he offers to his principal to guarantee the payment for the goods he sells. 

· sole agent: he is appointed for a particular territory to represent his principal’s commodities.
It can also reduce the exporter’s risk if he applies licensing that is the exporter gives his official assent to a foreign producer to manufacture goods according to his design for sale in the foreign market. The exporter can use local subsidiary, which means that he can establish a producing plant in the foreign market. This way the exporting company can establish itself in the foreign market and make its products more acceptable locally.
Factoring is a safe method for being paid in a foreign country. It’s a form of debt collection in trade between sellers and buyers through a special kind of finance house, called factor or factoring company. The supplier receives payment immediately he supplies the goods, the factor taking full responsibility for collecting the accounts and bearing all losses from bad debts. This service is very popular with small or medium-sized companies because it frees them from administrative burdens and improves their cash flow.
Problems can occur with payment: two different currencies have to be used in the financial transactions and problems can concern the time and method of payment as well. The basic methods of payment: 
· payment in advance: the exporter can avoid the risk of non-payment for the goods. It is less advantageous for the buyer.
· payment on open account: it causes the greatest risk to an exporter as the goods are sent to the buyer who will arrange payment within a fixed period of time. 
· pro-forma invoice: it is a way of making quotation by an exporter to a potential foreign buyer. It gives the possible buyer information about prices, discounts, charges and conditions of sale.
· commercial invoice: it is the usual kind of export invoice sent by the seller to the buyer, recording a sale of goods. It informs the buyer that the amount of the invoice has been debited in the buyer’s account. It contains the description of goods, quantity, unit price, total sales price, the terms of delivery and payment. It usually follows the pro-forma invoice. 
· Bill of Exchange (B/L): It’s a credit instrument which orders the issuing bank to pay after a certain day after sight. It works only if the commercial invoice is accepted. If the shipping documents are correct, the bank puts the name and its signature on the face of the bill and returns it to the exporter. 
· Documentary letter of Credit (L/C): The importer’s bank (the buyer’s bank) is the issuing bank because it opens the required credit based on the pro-forma invoice on behalf of the importer and specifies the closing date of this credit. If it has been done, the seller presents the correspondent bank the shipping documents, which show that he has shipped the goods to the importer. He gets his money and his bank send the document to the importer’s bank which closes the deal.
· If there is a period of credit, the letter of credit is based on D/A terms, which means Documents against Acceptance, however, if there is no period of credit, the letter of credit is based on D/P terms, which means Documents against Payment.
· consular invoice: it is an export invoice, formally signed by the consul of the country to which the goods are being sent.
Bonded warehouses: They have been established with the purpose of storing goods without payment of duty and keeping them under control of the authorities before exporting. No goods can be removed from the warehouse without paying the duty on them; the importer can postpone the payment. Bonded warehouses can be set up by importers or by independent companies.
