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CHAPTER-X 

INTERNAL TRADE 
INTERNAL TRADE: Buying and selling of goods and services within the boundaries of a nation 

are referred to as internal trade.  Internal trade can be divided into two categories;  

(I) Wholesale Trade (II) Retail Trade 
      1.WHOLESALE TRADE: Buying and selling of  goods and services in large quantities, for the 

purpose of resale or use is referred to as wholesale trade..  Traders dealing in wholesale trade 

are called wholesale traders.  He deals only a limited line of goods. They act as an important link 

between manufacturers and retailers. 

Functions of wholesaler 

1.Buying and assembling 2. Warehousing 3. Grading and packing 4. Fixing price5.Transportation 

6. Risk bearing 7. Financing 8. Help in distribution 9. Providing information about goods etc. 

Services of Wholesalers: 

1. Services to manufacturers: 

a. provide ready market  b. provide storage facility  c. producer can concentrate on production  

d. provide finance e. ensure regular production f.help in large scale production g.  bearing risk 

h. provide expert advice …. 

2. Services to Retailers 

a. provide credit facilities  b. provide warehousing  c. ensure availability of goods  d. provide 

expert advice  e. risk taking f. provide marketing support ….. 

       2.RETAIL TRADE: Purchase and sale of goods in relatively small quantities, generally to the 

ultimate consumers is referred as retail trade. Those dealing in retail trade are called retailers. 

Normally he deals wide varieties of goods. 

Functions of  Retailer: 

1.Provide storage facility 2. Providing market information 3. Maintain uninterrupted supply of 

goods 4. Financing ( through provide credit facility to customers) 5. Provide advertisement 

6.Personal and after sale service 7. Distribution of goods 8. Bears business risk 9. Participation 

in various schemes etc. 

Services  of Retailers 

1. Services to Manufactures/wholesalers 

a. help in distribution of goods   b. popularize new products  c. providing information d. provide 

sales promotion e. ensure large scale operation f. undertake personal selling efforts…. 

2. Services to consumers 

a. ensure ready stock  b. provide new product information c. freedom to buy in small quantities  

d. provide wide selection e. provide credit facilities f. ensure convenience in buying g. provide 

after sale service …… 

                                                 TYPES OF RETAILERS: There are two categories of retailers. They are: 

1.ITINERANT TRADERS: They have no fixed place of business.   

    Characteristics: a. They require only limited investment. b. They deal in light and cheap 

consumer goods (like vegetables, fish, cloth etc) of regular use.  c. They keep limited stock… 

The most common type of such traders are: 

a.Hawkers and Pedlars: Hawkers carry goods on vehicle, while pedlars on their backs or heads 

moving from door to door in residential areas to sell their goods. It is convenient to the 

customers. Limited choice of products is the main disadvantage. 

b. Cheap jacks: They do business in rented shops or sheds, shifting from once locality to 

another. Their shops are never permanent. 
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c. Market Traders: These traders sell their goods on periodical markets-weekly, monthly, etc.  

They move from one market to another. They include stalls at melas or fairs and exhibitions. 

d. Street traders (pavement vendors): These traders display their goods in busy street 

corners or pavements near railway stations, bus stands, cinema houses etc. 

     2. FIXED SHOP TRADERS: They carry on business in a fixed building either owned or rented.  

Characteristics: a. large investment   b. dealing different types of goods  c.  greater credibility…                    

Types of Fixed Shop Retailers: There are small shop keepers and large retailers. 

A. Small shop keepers: They run on small scale and deal in a limited line of goods.  The 

various types of small shop keepers are: 

i. General stores: They are selling all general items of goods required by the local customers.  

They stock wide variety of goods which are needed in the course of everyday life like groceries, 

stationery, soft drinks etc. 

ii. Single line stores: These stores deal in a particular line of products.  The product line may 

consist of ready made garments, medicines, stationery, books, shoes etc. 

iii. Speciality shops: They specialize in a single product of a certain line.  Eg. Shops dealing in 

children’s books or kids wear etc.  

iv.Street shops; These shops are generally located at street crossings or in the main street.  

They are also known as street stalls. 

v.Second hand goods shop: These deals in second hand goods such as books, furniture, cloths 

and other household articles. 

B. Large retailers: It may be defined as retail trade involving operations on a large scale and 

sale of goods in small quantities.  These are different forms in which large scale retailing may be 

organizes.  The most common forms are: 

i.Departmental Stores: It is a large scale retail organization consisting of many departments 

each dealing in one item, under one roof and management.  Its aim is to satisfy every customers 

need under one roof. It is said that one can buy ‘needle to an aeroplane’/’all shopping at one 

roof’ from it. They are generally organized as Joint Stock Companies. 

Eg:    Akberally(Mumbai),Kamalaya Store( Kolkatta), Spencer (Chennai)…… 

Features: 

a. It is a large scale retail organization 
b. A number of retail shops in the same building 
c. A wide variety of products are arranged in separate departments 
d.It is located in a central place of a big city. 
e.management, control and sales arte centralized. 
f. provide various facilities like rest room, restaurant, travel….. 
Advantages: Attract large number of customers, convenience in buying, attractive services, 

economy of large scale operation, promotion of sale ….. 

Limitations:  lack of personal attention, high operating cost, high possibility of loss, 

inconvenience location ….. 

ii. Multiple Shops or Chain Stores: It is a system of branch shops operated under a centralized 

management and dealing in similar line of goods.  Each branch operated under the same name 

and management. Eg. Bata Shoe company, Maveli stores etc. 

Features: 

a. It deals one or two lines of products. 
b. Each shop deals in the same type of goods. 
c. There is uniformity in shops design and layout 
d. It has centralized management and control. 
e. Goods sold are, of daily use and durable in nature 
f. It works on the basis of cash and carry principle 
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Advantages: Enjoy economies of large scale buying, no risk of bad debts(only cash sales), quick 

turnover, economy in advertisement, better location, business risk can be minimized, low cost of 

operation, uniform display, public confidence, no-over stocking of goods, it helps for elimination 

of middlemen….. 

Disadvantages: Limited choice, No credit facilities, No personal contacts, lack of initiative, risk 

due to change in fashion, taste……..  

 

DIFFERENCE BETWEEN DEPARTMENTAL STORE AND MULTIPLE SHOPS 

Basis Departmental Store Multiple Shop 

1.Location In big cities In residential areas 

2.Type of goods All kinds of goods Limited line of goods 

3.Proximity to customers Not consider Consider 

4.Cash/Credit basis Offer credit sales Only cash basis 

5.Buying and Selling Decentralized buying and centralized 

selling 

Centralized buying and decentralized 

selling 

6.Investment More capital Comparatively less capital 

7.Mutual transfer of goods Not possible Possible 

8.Overhead expenses Large Limited 

9. Uniformity in prices Different Same price 

10.Prices High price Low prices 

11.Supplier Deal with various suppliers Only one 

12.Services Provide various services No such services 

13.Type of Customers Attract higher income groups Attract all classes of customers 

14.Risk Greater risk Low risk 

 

3.   Mail Order Houses: It is a kind of retail business which receives orders and delivers the 

articles through post.  Post office plays an important role here.  There is no direct contact 

between the buyers and the sellers. There are different alternatives for receiving payments like 

advance payment, by VPP (Value Payable by Post), through bank…… This type of business is not 

suitable for all types of products such as perishable goods, bulky goods etc.  

Advantages: Limited capital, convenience in buying, avoidance of middlemen, no bad debts, 

lower cost, wider scope, avoidance of over stocking of goods….. 

Disadvantages: heavy expense on advertisement, absence of personal contact, no personal 

inspection, not suitable for all items, delay in delivery, absence of credit facilities, unsuitable to 

illiterate class…. 

 

4. Consumers Co-operative stores: It is a retail store formed and run by consumers on co-

operative principles.  These stores are owned and managed by the consumers so as to make 

goods available at a reasonable price. To start a consumer cooperative store, at least 10 people 

have to come together and form a voluntary association and get it registered under the 

Cooperative Societies Act. 

Advantages:  Easy to form, limited liability, democratic management, lower prices, cash sales, 

convenient location…. 

Disadvantages: Lack of initiative, shortage of funds, lack of business training…. 
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5.Super Market(Super Bazaar): It is a large scale retail store selling a wide variety of 

consumer goods.  They deal in food and non-food items. The most distinctive feature of super 

bazaar is the absence of salesmen.  They are also called ‘self service stores’. 

Features: 

a. They are located in the main shopping centre of an area 

b. They sell goods on cash basis only 

c. They deal in wide variety of goods 

d. They operate on the self service principle. 

e. The prices of the products are generally lower. 

Advantages: buy all requirements from one place, no bad debts, assure greater profit, wide 

selection, central location…. 

Disadvantages: availability of large space is difficult, no credit facilities, lack of personal 

contacts, require huge capital investment, mishandling of goods….. 

 

Vending Machines: They are the newest revolution in marketing methods. Coin operated 

vending machines are providing useful in selling several products such as soft drinks, milk, news 

paper… It is useful for selling pre-packed brands of low prices products which have high 

turnover and which are uniform in size and weight. However, the initial cost of a vending 

machine and its regular maintenance expenditure is very high, also consumers cannot feel or see 

the product before buying. 

 

Role of Indian Chambers of Commerce and Industry in promotion of Internal Trade:  

 The Chambers of Commerce and Industry was formed as an association of business and 

industrial houses to promote and protect their common interest and goals. 

  Eg.CII (Confederation of Indian Industry), FICCI (Federation of Indian Chambers of Commerce and 

Industry)… They play an important role in strengthening internal trade and overall economic 

activity. Some of their roles are: 

 Helps in many activities relating interstate movement of goods. 

 To ensure that octroi and other local levies are charged reasonably. 

 Helps in harmonization of sales tax structure and Value Added Tax. 

 Helps in marketing of agro products and related issued. 

 Promoting sound infrastructure….. 
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CHAPTER-XI 

INTERNATIONAL BUSINESS-I ` 
 Buying and selling of goods and services between two countries are called external trade 

or foreign trade or international business.  It facilitates specialization and efficient utilization of 

resources.  

Reasons for International Business: 

The basic reason behind international business is that the countries cannot produce 

equally well or cheaply all that they need due to the unequal distribution of various resources 

such as labour, raw materials, capital….. Moreover, labour productivity and production costs 

differ among nations due to various socio-economic, geographical and political reasons. 

Therefore some countries being in a better position to produce better quality products or at 

lower costs than what other nations can do. 

Distinction between Domestic Business and International Business. 

Domestic Business International Business 
1.Exchange of goods with in the nation 1. Exchange of goods between two nations 
2.Regulations and laws of only one country 2. Regulations and laws of different countries 
3.Less documents needed 3. More documents needed 
4.Cost of transportation is less 4. Cost of transportation is higher 
5.Insurance is not compulsory 5.Insurance is compulsory 
6.Goods are subject to less risk 6. Goods are subject to greater risk 
7.Accounts are settled in national currency 7. Accounts are settled in foreign currencies 
8.Limited formalities 8. Many formalities 
9.Carried on retail and wholesale 9. Carried on wholesale only 
10.Business system and practices are   relatively 
same 

10. Business system and practices between 
nations may vary. 

Scope of International Business: Major areas of operations of international business are 

briefly discussed below: 

1. Merchandise exports and imports: Merchandise means goods which are tangible, ie, those 

that can be seen and touched.  

2. Service exports and imports: It mean trade in intangibles, ie, those that cannot be seen or 

touched. It is also known as invisible trade. Eg. Tourism and travel, transportation, 

entertainment, communication, educational services… 

3. Licensing and franchising: Permitting a person/firm in a foreign country to produce and 

sell goods under your trademarks, patents or copyrights for a fee is another way of 

operating international business. Eg. Pepsi, Coca-Cola… Franchising is somewhat similar 

to licensing with the difference that it is connected with provision of services. Eg.Mc 

Donald, KFC… 

4. Foreign Investments: It means investment abroad in exchange for financial return. It can 

be in FDI (Foreign Direct Investment)- directly invested in properties, and FPI (Foreign 

Portfolio Investment)- investing by way of acquiring shares or granting loans. 

Benefits of International Business: 

Benefits to Nations: Earning of foreign exchange, More efficient use of resources, improving 

growth prospects and employment potentials, Increased standard of living….. 

Benefits to Firms: Higher profits, increased capacity utilisation, prospects for growth, way out to 

intense competition in domestic market, improved business vision…. 
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Modes of entry into International Business:  A company can enter into international business 

in the following ways: 

1.Exporting and Importing: Export refers to sending of goods and services for sale from 

the home country to foreign countries. Importing means purchasing of goods and service from 

foreign countries for domestic use. It carried out directly or indirectly. 

Advantages: 1. It is the easiest way of entering into international markets. 2. Foreign 

investment risk is practically nil. 

Disadvantages: 1. Additional cost involved for packaging, transportation, insurance, customs 

duty….2. It is not a feasible method 3.Lack of knowledge about foreign markets. 

 

2.Contract Manufacturing: In this a company enters into a contract with a local 

manufacturer in a foreign country. The contract is for getting certain components or goods 

produced as per specifications give. It is also called outsourcing. It may takes place in the forms 

of production of certain components only, assembly of components into final products and 

complete manufacture of the products. 

Advantages: 1. Goods can produced on large scale without any investment 2. Less investment 

risk 3. Getting products with lower material and labour costs. 

Disadvantages: 1. Compromise quality 2. Local firm have lose the freedom in the production 

process. 3. According to the term of contract, they cannot freely sell in the open market… 

 

3.Licensing and Franchising: It is a contractual agreement in which one firm permits 

another firm in a foreign country to access its trademark, patents or technology for a fee called 

royalty. The form which gives permission is called licensor and to whom it is given is called 

licensee. 

Franchising is similar to licensing; it is concerned with provision of services. The parent 

company is called franchiser and the party to whom franchise is granted is called the 

franchisee. 

Advantages: 1. Less expensive mode  2. Limited risk 3.better marketing facilities 

Disadvantages: 1. Chance of lost the trade secrets 2. Chances of different opinion between 

parties… 

4.Joint Ventures: It means starting a firm which is jointly owned by two or more firms. It 

comes into existence in the three major ways: a. foreign investor buying an interest in a local 

firm. b. . local  firm acquiring an interest in an existing foreign form  c. both firms jointly 

establishing a new firm. 

Advantages: 1. Less financial burden 2.large projects requiring huge capital can be undertaken 

3.sharing of cost and risk… 

Disadvantages: 1. Chances of lost of trade secrets  2. Chance of conflict between parties…. 

 

5.Wholly owned subsidiaries: In this holding company(parent company) acquires 100 

per cent shares in the subsidiary company . A wholly owned subsidiary company can be 

established in a foreign market in wither of the two ways: set up a firm in a foreign country or 

acquire an existing firm in the foreign country. 

Advantages: 1.full control over operation 2. Trade secrets did not lost .. 

Disadvantages: 1. Not suitable for small and medium size business  2. No sharing of loss 3. 

Greater political risk… 
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CHAPTER-XII 

INTERNATIONAL BUSINESS-II 
Export Procedures: Steps involved in a typical export transaction are as follows: 

1. Receipt of enquiry and sending quotations: The prospective buyer of a product sends an 

enquiry to different exporters. The exporter sends a reply to the enquiry in the form of a 

quotation, referred to as proforma invoice. 

2. Receipt of order or indent: The prospective buyer places an order for the goods to be 

dispatched. This order is also known as indent.  

3. Assessing importer’s credit worthiness and securing guarantee for payments: For 

ensuring the credit worthiness of importers most exporters demand a letter of credit 

from the importer. It is a guarantee issued by the importer’s bank that it will honour 

payment up to a certain amount of export bills to the bank of the exporter.  

4. Obtaining export license: Export of goods in India is subject to custom laws which 

demand that the export firm must have an export license before it proceeds with 

exports. For this the exporter must opening a bank account , obtain Import Export 

Code(IEC) number from Regional Import Export Licensing Authority, obtain RCMC from 

Export Promotion Council and Registering with ECGC ( Export Credit and Guarantee 

Corporation). 

5. Obtaining pre-shipment finance: It is provided by exporters bank for procuring raw 

materials and other components. 

6. Production or procurement of goods: In this the exporter proceeds to get the goods 

ready as per the specifications of the importer. 

7. Pre-shipment inspection: The government has passed Export Quality Control and 

Inspection Act, 1963 in order to ensure quality of goods at the time of export. 

8. Excise Clearance: After this excise clearance is obtained from Excise Commissioner. But 

in many cases the government exempts payment of excise duty or later on refunds it if 

the goods so manufactured are meant for exports. The refund of excise duty is known as 

duty drawback. 

9. Obtain certificate of origin: For availing some benefits the importer may ask the exporter 

to send a certificate of origin. This certificate can be obtained from the trade consulate 

located in the exporter’s country. 

10. Reservation of shipping space: The exporting firm applies to the shipping company for 

provision of shipping space. On acceptance of the application, the shipping company 

issues a shipping order. 

11. Packing and forwarding: The goods are then properly packed and marked with 

necessary details. The exporter then makes necessary arrangements for transportation 

of goods to the port. 

12. Insurance of goods: The exporter insured the goods with an insurance company. 

13. Customs clearance: For obtaining customs clearance, the exporter prepares the shipping 

bill. It is the main document on the basis of which the customs office gives the 

permission for export. It contains the details of the shipment. 

14. Obtaining mates receipt: The goods are then loaded on board the ship for which the 

captain of the ship issues a document called mates receipt to the port superintendent. 

The port superintendent, on receipt of port dues, handed over the mate’s receipt to the 

exporter or his agent called C&F (Clearing and Forwarding) agent. 

15. Payment of freight and issue of bill of lading: The exporter or C&F agent surrenders the 

mates receipt to the shipping company for computation of freight. After receipt of the 



 

PLUS ONE BUSINESS STUDIES Page 8 
 

freight, the shipping company issues a bill of lading. It acts as an evidence that the 

shipping company has accepted the goods for carrying. In the case the goods are being 

sent by air, this document is called airway bill. 

16. Preparation of invoice: After this an invoice of goods dispatched is prepared and it duly 

attested by the customs. 

17. Securing payment: After the shipment of goods, the exporter informs the importer about 

the shipment of goods and sent various documents to his bank for collecting payment. 

Import Procedure:  

1. Trade enquiry: The importing firm ahs to gather information about the countries and 

firms which export the given product. After receiving trade enquiry, the importer get 

proforma invoice from exporter. 

2. Procurement of import license:  The importer must obtain IEC number form Import 

Export Licensing Authority. 

3. Obtaining foreign exchange: For obtaining foreign exchange sanction, the importer has 

to make an application to a bank authorized by RBI. 

4. Placing Indent/order: The importer places an import order or indent with the exporter 

for supply of the specified products. 

5. Obtaining letter of credit: The importer must obtain the letter of credit from its bank and 

forward it to the overseas supplier. 

6. Arranging for finance: The importer should make arrangements in advance to pay to the 

exporter on arrival of goods at the port. 

7. Receipt of shipment advice: A shipment advice is obtain from the exporter. 

8. Retirement of Import documents: The acceptance of bill of exchange for the purpose of 

getting delivery is known as retirement of import documents, here the bank hands over 

the import documents to the importer. 

9. Arrival of goods: The person in charge of the ship/airway inform the officer in charge at 

the dock/port  about the arrival of goods in the importing country through a document 

called import general manifest.  

10. Customs clearance and release of goods: The importer fills  a form called bill of entry for 

assessment of customs duty. After  payment of the import duty, the bill of entry has to be 

presented to the dock superintendent. After his examination, it is handed over to port 

authority. After receiving necessary charges, the port authority issues the release order. 

Foreign Trade Promotion:- Incentives and Organisational support: 

Incentives: Some of the incentives are- a. duty draw back scheme ( refund of excise and 

customs duty) b. export manufacturing under bond scheme(produce goods without payment of 

duty) c. Exception from payment of sales tax d. advance license scheme e. Export Promotion 

Capital Goods Scheme(EPCG) f. Export services g. export finance h. Export Processing 

Zones(EPZs):-They are industrial estates, which form exclaves from the Domestic Tariff 

Areas(DTA). These are usually situated near ports. They are intended to provide an internationally 

competitive duty free environment for export production at low cost. Eg.Kandal (Gujarat), Santa 

Cruz( Mumbai), Noida(U.P.), Cochin (Kerala)… Recently the EPZs have been converted to 

SEZs(Special Economic Zones) which are more advanced form of EPZs. i. 100 per cent Export 

Oriented Units(EOUs) 

Organisational Support: Some of the important institutions are- Department of Commerce, 

Export Promotion Councils, Export Inspection Council, Indian Trade Promotion 

Organisation(ITPO), Indian Institute of Foreign Trade(IIFT), Indian Institute of Packaging(IIP), 

State Trading Organisations……  

 


