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In International Buying, The Entity That Makes A Contract With The Buyer And Then Buys The Product In is a
critical concept in global trade, encompassing various legal, logistical, and commercial considerations.
Understanding this process is vital for businesses engaged in cross-border transactions, as it impacts risk
management, pricing, delivery, and compliance with international regulations. This article explores the key
aspects of this process, the roles involved, contractual frameworks, and best practices to ensure smooth
international purchasing operations.

Understanding the Role of the Buying Entity in International Trade

International trade involves multiple parties, each with specific functions and responsibilities. The entity that
enters into a contract with the buyer and subsequently purchases the product is often referred to as the
buying agent, trading company, or importer of record, depending on the context.

Who Are the Key Players?

Buyer (Importing Party): The end customer or business seeking to acquire goods from a foreign supplier.

Contracting Entity (Intermediary or Buying Agent): The party that negotiates and signs the contract
with the buyer and then purchases the product from the supplier.

Supplier (Exporter): The manufacturer or seller located abroad that supplies the product.

Logistics Providers: Entities responsible for transporting goods internationally.

The focus here is on the contracting entity, which acts as an intermediary or representative in the procurement
process.

The Contracting Entity’s Role in International Buying

The contracting entity acts as a bridge between the buyer and the supplier. Its primary responsibilities include
negotiating terms, managing purchase orders, ensuring compliance with international trade laws, and handling
logistics.

Why Do Buyers Use Contracting Entities?

To leverage the buying power of a specialized trading company or agent.

To mitigate risks associated with cross-border transactions.

To simplify complex import procedures and customs clearance.



To access a broader network of suppliers and negotiate better prices.

Typical Functions of the Contracting Entity

Negotiation: Establishing price, quality standards, delivery timelines, and payment terms.1.

Contract Formation: Drafting and signing purchase contracts with the buyer.2.

Purchasing: Buying the goods from the supplier on behalf of the buyer.3.

Logistical Coordination: Arranging transportation, customs clearance, and delivery.4.

Risk Management: Handling insurance, compliance, and dispute resolution.5.

Contractual Frameworks in International Buying

Contracts are the backbone of international transactions. The contracting entity must navigate various
legal frameworks and standards to protect all parties involved.

Types of Contracts Used

Buy-Sell Contract: The most straightforward form, where the contracting entity acts as a seller to
the buyer after purchasing from the supplier.

Agency Agreement: The entity acts as an agent, facilitating transactions without taking ownership of
goods.

Trading or Merchandising Contract: The entity buys and resells the product, assuming the risks and
benefits.

Incoterms and Their Significance
International Commercial Terms (Incoterms) define the responsibilities of buyers and sellers for delivery,
insurance, and customs.

- FOB (Free on Board): The seller's responsibility ends once goods are loaded onto the vessel.
- CIF (Cost, Insurance, and Freight): The seller covers costs and freight, including insurance.
- DDP (Delivered Duty Paid): The seller bears all costs and risks to deliver goods to the destination.

Choosing the appropriate Incoterm is crucial for determining the contracting entity’s responsibilities and
liabilities.



Legal Considerations and Compliance

International buying involves navigating diverse legal environments and compliance requirements.

Import/Export Regulations
The contracting entity must ensure adherence to:

Customs duties and tariffs

Trade sanctions and embargoes

Product standards and certifications

Intellectual property rights

Trade Agreements and Preferential Tariffs
Trade agreements such as NAFTA (USMCA), EU trade agreements, or ASEAN Free Trade Area can influence
tariffs and duties, impacting the cost structure for the contracting entity.

Contractual Dispute Resolution
Including arbitration clauses and choosing applicable law (e.g., ICC rules, UNCITRAL) helps manage disputes
efficiently.

Logistics and Supply Chain Management

The contracting entity often manages the entire supply chain process to ensure timely delivery and quality
standards.

Steps in International Logistics

Supplier Selection: Identifying reliable suppliers who meet quality and compliance standards.1.

Order Placement: Issuing purchase orders with clear specifications.2.

Transportation Arrangement: Choosing appropriate carriers (air, sea, land).3.

Customs Clearance: Preparing documentation like bills of lading, certificates of origin, and import4.
licenses.

Delivery and Inspection: Receiving goods and ensuring they meet contractual specifications.5.



Risk Management in Logistics
- Insurance coverage for transit risks
- Contingency planning for delays or damages
- Tracking systems for real-time updates

Best Practices for Successful International Buying

Engaging in international purchasing through an entity that contracts and then buys the product requires
strategic planning.

Due Diligence
- Verify supplier credentials and reputation
- Conduct market research and price comparisons
- Understand cultural and language differences

Clear Contractual Terms
- Specify product quality standards
- Define payment terms and currency
- Set delivery timelines and penalties for delays
- Clarify responsibilities under Incoterms

Effective Communication and Documentation
- Maintain transparent communication channels
- Keep detailed records of all transactions
- Use standardized documents like purchase orders, invoices, and shipping documents

Leveraging Technology
- Utilize trade management software
- Implement supply chain tracking tools
- Adopt electronic data interchange (EDI) for smoother documentation flow

Conclusion

In international buying, the entity that makes a contract with the buyer and then purchases the product in
plays a pivotal role in bridging the gap between the end customer and the global supply chain. This entity must
navigate complex legal frameworks, manage logistical challenges, and maintain strong relationships with both
buyers and suppliers. By understanding the contractual frameworks, compliance requirements, and best
practices outlined in this article, businesses can enhance their efficiency, reduce risks, and succeed in the dynamic
environment of international trade. Whether acting as a trading company, a trading agent, or an importer of
record, the contracting entity’s strategic approach is essential for seamless cross-border commerce.



Frequently Asked Questions

What is the role of the intermediary in international buying contracts?

The intermediary acts as the entity that makes the contract with the buyer and then purchases the product
from the supplier, facilitating international trade transactions.

How does the entity that makes the contract differ from the actual seller
in international transactions?

This entity is responsible for entering into the purchase agreement with the buyer, but the actual product is
bought from another supplier or manufacturer, serving as a middleman or trading company.

What are the advantages of having an intermediary handle international
buying contracts?

Advantages include simplified procurement processes, localized expertise, risk management, and the ability to
consolidate purchases across multiple markets.

What legal considerations should an entity take into account when making
contracts in international buying?

Entities should consider jurisdiction, applicable trade laws, Incoterms, currency exchange risks, and
import/export regulations to ensure contract enforceability and compliance.

How does the entity ensure quality and authenticity when purchasing
products in international buying?

They often rely on trusted suppliers, quality certifications, inspection reports, and contractual clauses
that specify quality standards and inspection rights.

What types of contracts are commonly used in international buying
arrangements?

Common contracts include purchase agreements, supply agreements, letter of credit arrangements, and trade
terms like FOB or CIF contracts.

What are the risks involved for the entity that makes a contract and then
buys the product internationally?

Risks include currency fluctuations, political instability, customs delays, supplier default, and compliance
with international trade laws.

Additional Resources
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In the complex world of international commerce, understanding the roles and responsibilities of various entities
involved in cross-border transactions is crucial. Among these entities, one particularly significant but often
misunderstood is the party that initially contracts with the buyer and subsequently procures the product



itself. This entity plays a pivotal role in shaping the transaction’s legal, logistical, and financial aspects.
This article delves into the intricacies of this role, exploring its functions, legal implications, risks, and
strategic considerations in international buying.

---

Understanding the Role: The Contracting Entity in International
Buying

In international trade, multiple parties may be involved in bringing a product from seller to buyer. Typically,
the main players are the manufacturer, exporter, importer, and intermediary entities such as trading companies
or buying agents. The focus here is on the specific entity that:

- Enters into a contractual agreement directly with the buyer, and
- Subsequently purchases the product itself, often from a third-party supplier or manufacturer.

This entity is commonly referred to as a buying agent, trading company, or buying house, but the precise
terminology and legal nature can vary depending on jurisdiction and transaction specifics.

Distinguishing Characteristics of the Contracting Entity

This entity is characterized by several key features:

- Primary Contractual Relationship: It has a direct contractual relationship with the buyer, which often
includes terms of price, delivery, quality, and other commercial conditions.
- Procurement Role: It acts as a purchaser, sourcing the product from suppliers, manufacturers, or producers.
- Trade Intermediary: It often functions as a middleman, facilitating the transaction between the buyer and the
actual supplier.
- Risk Bearing: Depending on the structure, it may assume certain risks, such as price fluctuations, quality
issues, or logistical delays.

---

The Legal Framework Governing This Role

Understanding the legal underpinnings is essential to grasp the responsibilities and liabilities of this entity.
Several legal principles and contractual frameworks come into play.

Contract Formation and Liability

- The entity contracts directly with the buyer, creating binding obligations.
- The contract specifies terms such as payment conditions, delivery schedules, quality standards, and dispute
resolution mechanisms.
- The entity may also sign separate purchase agreements with suppliers, which are often governed by different
legal regimes.



Agency and Representation

- The entity may act as an agent, principal, or trader, influencing its legal liabilities.
- If acting as an agent, it may be authorized to bind the buyer to contracts with suppliers.
- If operating as a principal, it assumes direct liability in all transactions.

Customs, Trade Laws, and Incoterms

- The contract must comply with international trade laws, export/import regulations, and customs
requirements.
- Incoterms (International Commercial Terms) define responsibilities for delivery and risk transfer, critically
impacting the entity's obligations.

Trade Finance and Payment Terms

- The entity often manages or facilitates payments, letters of credit, or other financial arrangements.
- Proper legal structuring ensures the security of transactions and adherence to international banking
standards.

---

Why Do Buyers Engage with Such an Entity?

Buyers, especially those lacking local presence or expertise, often prefer contracting with a knowledgeable
intermediary for several reasons:

- Market Access: The entity may have better access to suppliers or manufacturers in foreign markets.
- Risk Management: It assumes risks related to language, culture, legal differences, or logistics.
- Cost Efficiency: Economies of scale or established supplier relationships can lead to cost savings.
- Streamlined Procurement: It simplifies the buying process, reducing the need for the buyer to manage multiple
supplier relationships.

---

Strategic and Operational Considerations

Engaging with an entity that contracts with the buyer and then purchases the product involves careful
strategic planning.

Selection Criteria for the Contracting Entity

Buyers should evaluate potential entities based on:

- Reputation and Reliability: Track record in delivering quality products on time.
- Legal and Financial Stability: To mitigate risks of insolvency or legal disputes.
- Market Knowledge: Understanding of local suppliers, regulations, and logistics.
- Compliance Capabilities: Ability to adhere to international trade laws and standards.



Negotiating Terms and Conditions

- Clearly define contractual obligations, including quality standards, delivery timelines, and payment terms.
- Include provisions for dispute resolution, arbitration, and jurisdiction.
- Clarify the scope of authority—whether the entity can bind the buyer directly with suppliers.

Risk Management Strategies

- Use of performance bonds or guarantees.
- Incorporation of quality inspection clauses.
- Insurance coverage for logistics or political risks.
- Establishing contingency plans for delays or supplier failures.

---

Legal and Commercial Risks Involved

While engaging with an intermediary entity offers advantages, it also introduces specific risks that need
careful management:

Counterparty Risk

- The entity may fail to fulfill contractual obligations, leading to delays or loss.
- Financial instability could jeopardize ongoing or future transactions.

Quality and Compliance Risks

- Products may not meet agreed standards or regulatory requirements.
- Customs issues, import bans, or sanctions could complicate delivery.

Legal Disputes and Jurisdictional Challenges

- Differing legal systems can complicate dispute resolution.
- Contract ambiguities may lead to litigation or arbitration difficulties.

Market and Price Risks

- Fluctuations in foreign exchange rates.
- Price volatility in international markets.

---



Case Studies and Examples

To illustrate these concepts, consider the following scenarios:

Scenario 1: Electronics Import via a Trading Company

A European retailer seeks to import consumer electronics from Asia. Rather than contracting directly with
multiple Asian manufacturers, it partners with a trading company in Asia that:

- Signs a contract with the European retailer.
- Procures the electronics from various Asian suppliers.
- Handles logistics, customs, and quality control.

This trading company assumes procurement risks, manages supplier relationships, and ensures compliance with
European standards.

Scenario 2: Fashion Apparel Sourcing through a Buying Agent

A boutique fashion brand in North America contracts with a buying agent in Bangladesh. The agent:

- Negotiates prices and delivery schedules with local manufacturers.
- Ensures quality standards are met.
- Manages shipping and customs clearance.

Here, the buying agent acts as the primary contractual party with the brand, while sourcing products from
local factories.

---

Strategic Implications for International Buyers

Engaging with an entity that contracts with the buyer and then purchases the product in is a strategic choice
that offers both opportunities and challenges.

Advantages:

- Simplifies procurement processes.
- Leverages local expertise.
- Reduces direct exposure to foreign market complexities.

Challenges:

- Loss of direct control over suppliers.
- Potential legal and compliance risks.
- Dependence on the intermediary’s reliability and integrity.

Best Practices:

- Conduct thorough due diligence.
- Establish clear, comprehensive contracts.
- Maintain open communication channels.
- Regularly monitor compliance and performance.

---



Conclusion: Navigating the Complexities of International
Procurement

In the realm of international buying, the entity that makes a contract with the buyer and then buys the product
in occupies a vital position. It serves as the linchpin connecting the buyer to global supply sources, managing
risks, and ensuring the smooth flow of goods across borders. Recognizing its roles, understanding the legal
frameworks, and implementing strategic controls are essential for successful international transactions.

As globalization continues to expand, the importance of these intermediary entities will only grow. Buyers and
suppliers alike must develop robust knowledge and practices to navigate this complex landscape, ensuring that
their international trading endeavors are efficient, compliant, and profitable. By doing so, they can unlock new
markets, optimize supply chains, and foster resilient global trade networks.

---
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