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A theoretical study on the market and cost structure of trade intermediation
firms and their roles in the international trade
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A model where each of two manufactures exports its products to a
different market is analyzed. Profit maximization of a manufacturer yields an iso-profit curve
on the plane of (fixed cost of direct exports, commission fee of trade intermediation).

Iso-profit curves and Profit maximization of a trade intermediation firm with costs equal to
(number of firms doing indirect exports squared) times (fixed costs of trade intermediation) shows
equilibrium number of firms doing indirect exports and commission fees they pay.

There are two main results. (1) A manufacturer with lower profit opportunity pays a higher
commission fee of trade intermediation. (2) Welfare analysis shows that efficiency of trade
intermediation and degree of profit_opportunity for a manufacturer have positive effects on the
welfare of the exporting country while the fixed costs of direct exports have negative effects.
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