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Abstract:
In today's world, there is no country without international trade and the growing global trade reflects the
importance and need of all countries for global exchanges. In this regard, the issue of international
payments is emerging as one of the most important stages in a commercial transaction, and failure to know
enough about the payment methods and the lack of knowledge about the risks of each of these methods
can make an international businessman face big problems and sometimes become bankrupt for this reason.
Therefore, we need to explain this method to Iranian businessmen by explaining various payment methods
in international trade, so that they can choose the best possible method during this period of time. After
reviewing the various methods and paying attention to the interests of each, given the fact that the opening
the letters of credit in Iran is subject to sanctions, it is possible to consider the method of payment by
stockholders as a more desirable option or do mutual trade, thereby preventing possible damages.
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Resumo

Abstrato:

No mundo de hoje, ndo ha pais sem comércio internacional e o crescente comércio global reflete a
importdncia e a necessidade de todos os paises para trocas globais. Nesse sentido, a questdo dos
pagamentos internacionais estd emergindo como uma das etapas mais importantes de uma transacdo
comercial, e a falta de conhecimento suficiente sobre os métodos de pagamento e a falta de conhecimento
sobre os riscos de cada um desses métodos podem fazer com que um empresario internacional venha a

enfrentar grandes problemas e, as vezes, falir por esse motivo. Portanto, precisamos explicar esse método
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aos empresarios iranianos, explicando varios métodos de pagamento no comércio internacional, para que
eles possam escolher o melhor método possivel durante esse periodo de tempo. Apds analisar os varios
métodos e prestar atencdo aos interesses de cada um, dado que a abertura das cartas de crédito no Ird
estd sujeita a sancdes, é possivel considerar o método de pagamento pelos acionistas como uma opgao
mais desejavel ou fazer acordos mutuos de comércio, evitando possiveis danos.

Palavras-chave: comércio internacional, cartas de crédito, minuta, troca, comércio mutuo

1. 1. Introduction

Given the current state of trade in Iran and the fact that all traders in the international trade are
not aware of all their rights, international traders occasionally experience major failures in the international
arena and sometimes in the less developed provinces of the country. In the last decade, in the northern
Khorasan Province as a new province, approximately twenty people in trade with the countries of Central
Asia and some in trade with European countries failed to receive their money after sending goods, and for
this reason, they were unable to settle their debts within the country and they have gone bankrupt. “Some
other manufacturers have also brought in some kind of domestic trade, in order to survive international
trade, by selling their goods to transport companies (truckers), and guarantee them that, beyond national
boundaries, there is a certain customer of a commodity and they take carriers to a potential customer, and
by selling goods to them and receiving a payment, do a kind of international trade, that this method has a
lot of risks and basically conflicts with professional trade.” This unknowingness causes irreparable damages
to business, which should be compensated in some ways. Consequently, writing a thesis in this area and
explaining all payment methods is necessary for the needs of the community. In this thesis, it was tried to
fully describe all methods of payment, such as the use of letters of credit and its types, as well as the
documents of collection (draft), which are common practices in international trade. A brief discussion is
provided about e-commerce, which is currently used for lower-level trade, and the purchase of
international markets, which nowadays leads to benefit from the so-called luggage business.

2. 1. Problem statement

Lawyers, including judges, usually have an inaccurate picture of the legal nature of documentary
letters of credit. For this misunderstanding of the legal nature of the payment instrument, two reasons can
be cited: The first reason is that in legal terms, documentary letter of credit is complex and unknown. On

the other hand, documentary letters of credit are like contracts, and they have the characteristics and
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effects of a contract. And, on the other hand, the principles governing the contracts are not fully compatible
with this tool. The second reason is that, in practice, in the field of documentary credits, a small number of
judges and lawyers specialize. So, the first time a lawyer or judge confronts with documentary letters of
credits in his profession is when he is faced with a case in this regard.

Today, banks play a very important role in facilitating domestic and international business
transactions. Specifically, in the international trade scene, it can be argued that there is less international
transaction or contract that can be concluded and implemented without the intervention and assistance
of the banks. The invention and use of various banking tools, such as documentary letters of credit and
bank guarantees, has solved many of the problems caused by distance and lack of direct contact between
international traders.

2. 2. Documentary letter of credit and its concept

Due to the clarity of the payment framework of documentary letter of credit, most commercial
financing methods are implemented through this method of payment. In today's world of commerce,
despite the encouragement of businessmen to use simpler methods such as the method of collection draft
or open account method, as well as the existence and limitations and complexities of the method of
documentary letter of credit, it is safe to say that a large volume of import and export of many countries is
carried out in the form of a method of credit.

2. 2. 1. The whole process of documentary letter of credit method

The method of documentary letter of credit is used in this way that in the process of exchanging
document related to goods and its payment, the relevant banks enter the business cycle and make trust
and assist in the payment of the documents. It is worth noting that the role of buyer and seller banks in the
method of documentary letter of credit is far beyond the role of these banks in the method of collection
draft. In fact, in the method of documentary letter of credit, relevant banks, in particular, the buyer bank,
somehow, outline the whole process.

Documentary letter of credit is a form of payment, in which, with the intervention of banks, as
reliable and international figures, the exchange of documents and money is more reliable.

2. 2. 2. The definition of documentary letter of credit

"A definitive commitment by the issuing bank (buyer bank) to pay the sight (cash) or deferred
payment (usance) document to the seller, if the seller submits the documents in accordance with the terms
stated in the specified deadline".

In plain language, documentary credit is a conditional obligation by a bank to another bank.
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In specialized language, the letter of credit is the written commitment of the issuing bank, which,

according to the request of the buyer of the goods, is provided to the seller / beneficiary by the advising

bank, so that in accordance with the payment instruction, at the specified due date of the credit, subject

to the complete observance of the instruction. In summary, the credit is the conditional obligation of the

issuing bank to pay the debt to the credit beneficiary. In other words, the documentary letter of credit is

the commitment of the issuing bank to pay or accept payment (in the future) against the beneficiary of

credit, provided that the beneficiary of credit complies with the terms and conditions contained in the

instrument of credit and provides the prescribed documents in due time.
1. 3. Documentary letters of credit can be divided in various ways.

A. The types of documentary letters of credit in terms of time and payment period:
1- Sight documentary credit

2 —Seller’s usance letters of credit

3 — Deferred payment letter of credit

4 — Acceptance usance letter of credit

5 — Buyer’s usance letter of credit

6 — External refinance

7 — Refinance (internal usance)

B - Documentary letter of credit in terms of how to pay:

1 — Revolving documentary credit

2 — Negotiable documentary credit

3 - Installment documentary credit

4 — Red clause documentary credit

5 — Green clause documentary credit

C—The types of documentary credit in intermediary trading methods:

1 —Transferable and non-transferable documentary credit

2 — Back to back documentary credit

D — The types of documentary credit in terms of confirmation and double assurance:

1 - Confirmed and unconfirmed documentary credits
2 —Standby documentary credit

E — Other types of documentary credit:

1 —Revocable and irrevocable documentary credit

2 — Operative and non-operative documentary credit
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It is important for the seller to know how he will receive the credit he claims. There are four
possibilities in this regard. Credit may be used through sight payment, deferred payment, acceptance or its
transfer. In the credit itself, it should be determined which of these four methods is chosen by the parties,
and this should be resolved in advance in the contract on which the credit is based.

1. 4. Electronic payment

The start date for the electronic payment can be considered in 1918, when federal banks in the
United States transferred funds through telegraph. Electronic payment is the payment (money) against the
goods and services in the e-commerce.

What is e-commerce?

E-commerce is performing all commercial activities, using computer communication networks, in
particular, the Internet.

E-commerce is a paperless business; by e-commerce, the exchange of information on purchase and
sales and the information necessary for the transportation of goods will be done with less effort and
banking exchanged will be further accelerated.

In the 19th century for the first time, trades were made by telephone. In the mid-20th century, first
credit cards were introduced, and in the 1960s, the computer networks of e- mail and bank automated
funds were used. The emergence of the Internet in 1989 and the widespread use of personal computers in
1990 were among the most important factors in the development of e-commerce.

Given that today in the advanced countries of the world and in the extensive electronic markets,
such as eBay, Amazon and etc. electronic payment has entered the international trade arena, but in most
cases, the exchange rate of money in this method is lower than other methods. So we decided to review

this payment method as well.

2. 4. The advantages and disadvantages of e-commerce
- Advantages:

1 - Increased sales

2 - Increasing the living standards of the people

3 - Increased revenue

4 - Increased investment

3.4- Disadvantages:

1 - Reduced production rate
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2 - Reducing the production of bankrupt companies
3 - Unknown effect on human social relationships
4-4- The methods of payment in commerce

4- 4-1- Electronic money

Electronic money is one of the electronic payment mechanisms used for anonymous trades and
has led to the expansion of e-commerce. No material payment tools, such as paper money and coins, are
involved in the electronic money mechanism. When tendency towards credit card was increased as
payment mechanism and Internet payment systems were accepted by communities, electronic money was
designed as another form of electronic payment for electronic transactions. Today, in many cases, cash has
been replaced by electronic money.

Other payment mechanisms, such as smart cards and even electronic checks, can be classified as a
forms of electronic money.

The Mark Twain Bank in the United States was among the banks that began issuing electronic
money. This kind of payment mechanism involves purchasing credits from a bank with a certain value used
for e-commerce. Many traders and consumers are choosing to pay electronic money in their trades because
losses in this type of payment mechanism have decreased. People who cannot access credit cards for lack
of adequate credit can use electronic money. When a person purchases a commodity with paper money,
the businessman usually does not ask about his identity (even if someone purchases commaodities such as
alcohol, tobacco, arms, etc.). The trend towards electronic internet- anonymous transactions in the United
States relative to Europe is negligible. Of course, it's worth noting that Europeans were the first consumers
to use these types of deals. In Europe, most consumers tend to use this type of payment in online
transactions.

The authenticity and indisposition of electronic money must be verified, in this case there should
be a confirmatory system that will do so, like the paper money that has the serial number. When someone
purchases a product, they will withdraw the electronic money from their personal account at the bank
holding the account. It does not matter that the payment for a product is digital. Payment is the main

component of any business. In fact, doing any deal without paying is not perfect.
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Payment can be called a trading power supply. Prompt and secure payment in e-commerce is one

of the main issues.

Payment methods 2006 (%) 2010 (%) 2012 (%)
Credit cards 24.06 26.09 23.01
Credit checks 45.7 32.8 21.6
Digital money 19.5 18.5 16.7

Table - Electronic payment methods in the years 2006, 2010, 2012 and their percentage
4-4-2- Problems with electronic payment methods

Today, there are different methods for electronic payments, but each of these methods can be
used for specific applications in a specific environment. For example, the most used electronic payment
method is the use of credit cards. Although the use of these cards is very common, but since this method
of payment is not primarily designed for electronic payment, it has many problems (including poor
authentication, failure to verify the payer's authorities, denial of one of the parties, the seller's access to
the buyer's personal information, the absence of anonymity of the buyer, the possibility of simple fraud,
non-globalization (due to the dependence on the financial system and certain rights)). To solve these
problems there are two popular solutions: SSL (Secure Sochat Layer) and SET (Secure Electronic
Transaction). The detailed description of these protocols is beyond the scope of this article, but the use of
these protocols does not solve all the problems. For example, using SSL does not solve the above problems,
because in SSL only the server is authenticated, and SSL encryption only protects data over the
transmission.

But SSL with all the shortcomings is still better than SET. SSL has a lot of cost, needs software for
the vendor, is time consuming and difficult to use. It's not standard, it's not publicly accepted, it's not
implemented in browsers and its benefits are for financial and credit institutions only, but its costs must
also paid by sellers that are not interesting to them. Other payment methods also have problems.

In addition, the use of a credit card in Iran also has another big problems, which, assuming that the
above problems are solved, still will prevent the use of it in Iran. Also, in terms of business culture, the
buyer does not trust the vendor to give him his credit card details so that he can withdraw it.

5-1- The effect of the relationship between mutual trade and economic development

In contrast to the theory of "trade as the engine of economic growth," a group of economists
believes that international trade not only does not generate economic growth it also inhibits economic
growth. Among these critical theories, one can refer to Perbisesh and Singer's ideas. The two argue that

the increasing deterioration of foreign exchange trading and the balance of foreign payments of developing

Revista de Direito da Cidade, vol. 11, n2 3. ISSN 2317-7721. pp. 01-13 7



Revista de Direito da Cidade vol. 11, n2 3. ISSN 2317-7721
DOI: 10.12957/rdc.2019.38089

countries resulting from foreign trade is considered a major factor in reducing their economic growth and
development.

A large number of economists continue to regard international trade as the engine of economic
growth in a country. Among these economists, we can mention Gottfried Hobberler; he writes:

"My comprehensive conclusion about foreign trade is that international trade has contributed
greatly to the economic development of underdeveloped countries in the 19th and 20th centuries. As a
result, it can be expected that in this analogy, it will contribute to the economic growth of the current
developing countries. "

In addition, mutual trade has a direct impact on important variables such as foreign revenues,
production enhancements, keeping balance in payments balance, and stabilizing or increasing in revenues.

This business practice has indirect benefits and effects, which can be summarized as follows:

1. Doing mutual trade, in particular, of type of by-back transactions

2. The indirect effect of mutual trade on healthy economic competition

5-2- Document negotiation without recourse

Document negotiation without recourse is one way of financing, in which a trader purchases
definite and non-contingent obligations and liabilities and future maturities related to the supply of goods
without recourse.

In this transaction, the exporter transfers the right to claim the money of goods and services, which
have been sold to the importer under the contract, in exchange for a cash, without recourse, to the
negotiating bank.

The bank assumes the collection of claims of the exporter in its own favor and accepts the full risk
of non-payment by the importer.

The exporter, with the assignment of its claims to the bank, is excluded from financial involvement
in the transaction with the buyer and is only responsible for the accuracy and quality of the project
implementation.

Main documents in a transaction usually include promissory note, bill of exchange, and office debt
or deferred payment letter of credit.

The promissory notes are issued by the buyer (importer) and payable to the order of seller
(exporter) and are endorsed by seller and payable to the order of the negotiating bank. Bills of exchange
are also issued by the seller (exporter) payable to the order of himself for the buyer (importer) and are

accepted by the buyer and are endorsed in the favor of negotiating bank. The method of guaranteeing the
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promissory notes and bills of exchange by a first-rate bank is that the original of those notes is endorsed
and also the name of the buyer (importer) is inserted on them.
6. Conclusion

Looking at the global arena and naming the earth as a world village, we will find that international
trade is one of the requirements of human life in the present age. Therefore, attention to this is one of the
major concerns of the great scholars of economics and law in different countries, and this cannot be
ignored.

Payment in the international trade arena is the most important part of a contract, and if traders in
all countries have full knowledge of this subject, they will face less problems in international trade. So,
different methods of payment in international trade should be examined and their advantages and
disadvantages should be introduced to the community.

In international trade, various methods of payment are used, which should be considered,
depending on the infrastructure and the existing restrictions of the countries, , in order to be able to
determine, from various ways, a way that is in the interest of that society and to direct the society towards
that.

In a normal society, which has no limitations, and all the infrastructure of payment in international
trade is ideally suited, the method of payment by documentary credits can be chosen as the best practice,
because the parties' risks are reduced to a reasonable level.

In using the collection method, care must be taken to be used in buying more than sales, and in
order to reduce the cost of issuing in international trade, we as a buyer must give a time draft not confirmed
by the bank and, when the draft is going to benefit us, we will try our best to get a confirmed cash draft.

The use of certain types of documentary letters of credit in international trade is not
recommended. This is because, firstly, they will eliminate the credentials of a businessman, and secondly,
they will also have high costs. Revocable documentary credits are a clear example of this, in which the two
sides of a business buckle with a lot of risks until the final minutes.

To be more confident, an international businessman should be careful to indicate in his sales
contracts that the issued credit should be approved and the costs of this should be borne by the issuer. But
in international purchases, he should not explain the above mentioned case, so as not to guide the seller’
mind to it, because not mentioning the above case, it itself means unverified credit.

In countries that are not in a good level in terms of new payment methods in international trade,
and it is not possible to use documentary credits for them, they should have a special look at their money

changers and take the necessary measures to empower them.
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Electronic payment may also be considered as one of the payments of the present day, because it
eliminates the role of intermediaries as much as possible, but it should not be ignored that this is not a new
way, and it is virtually the same as the previous payment method, which is faced with a lot of risks.

Mutual trade is mentioned for the first time in this article as a payment method and this is due to
the fact that there is no price and the object of sale and is like the exchange of nominate contracts in our
country, and both the delivered goods and received goods can be considered as the transaction price.

In general, the point that mattersis that it is not easy to predict the prospect of future development
of global trade, and in particular the trade of developing countries with the rest of the world. What is
important in global trade and reveals the importance of mutual trade more and more for developing
countries is that development of countries and individuals depends on the development of every country
and every one, because more than ever, the future of all human beings depends on each other, and all
studies and observations indicate that this interdependence will increase in the coming decades.

In the financial structure, the link between trade and exchange to each other and the requirements
arising from the new conditions, the contradiction of Islamic teachings with rioters has led to a religious
justification of the activities of the inventors, and has even promoted them to the highest social levels, and
in Islam's view, this profession has been emphasized.

In the financial structure, the link between trade and exchange and the requirements arising from
the new conditions have changed the contradiction of Islamic teachings with usury to the justification of
the activity of money changers and even increased them to the highest social levels and in Islam's view, this
profession has been emphasized.
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