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BUSINESS WITHOUT BORDERS



 Accessing International Markets (AIM) Program


Getting Started Exporting - Strategic Planning

1. How Can You Succeed Exporting? 

 Embrace Exports as Growth Opportunities 

· Manufacturing customers are migrating to low-cost countries

· Domestic markets are declining and fiercely competitive

· Billions of consumers have joined the world economy in recent decades –particularly in China, India and other emerging economies

· The dollar has declined creating export opportunities for US-based manufacturers

Commit Resources to International

· CEO must be committed to international business

· Create international plans, set sales targets and communicate intention to grow globally to your team
· Have Long-term vision, and patience and set realistic profitability expectations 

· Arrange regular travel overseas /CEO and Executive visits to foreign customers/partners

· Be willing to hire or dedicate staff to international sales and business development


Analyze Export Process & Effects on Company Resources 
· Consider all processes and all "company staff" involved and affected by export process.  
· Consider budget, time, staff, training that will be affected.
· International trade is more complex than domestic trade because there are more parties involved and the distance and differences in business practices require careful attention to detail. 

Aggressively Pursue International Growth

· Actively pursue international business (vs opportunistic approach)

· See the market as global, and be ready to follow demand overseas

· Seize opportunities to leverage existing industry connections in foreign markets

· Go after specific target markets

· Don’t be too cautious about expanding to multiple countries

· Be ready to pursue markets as they shift overseas

· Be predisposed to pursue international as part of business

· Be ready to leverage business connections in international markets

· Be ready for rapid expansion from one or few markets to many markets

· View international as a key source of growth

· Identify specific target markets, and actively find partners to pursue those markets

10 Tips for Taking on the World 

1.
Get company-wide commitment. Every employee is a vital member of the global team, from customer service through engineering, purchasing, production, and shipping. 

2.
Research and map out your export journey. Do your homework. 

3.
Know where you want to go and go there. Know your destination. 

4.
Take that decisive step and follow it up with sensible judgment. Jump in with both feet first, but keep them firmly planted on the ground. 

5.
Keep your ego in check. Don't let the prospect of going global inflate your ego/ cause misjudgments. 

6.
Trust your instincts. If it smells, looks, or feels bad, don't try to rationalize otherwise. 

7.
Treat people as you yourself want to be treated. People are basically the same worldwide; it doesn't matter where you are. Awareness and respect of cultural protocol demonstrates honesty and goodwill, and this leads to trust, which in turn leads to mutually profitable relationships. 

8.
Make personal contact with attentiveness, courtesy, professionalism, and consistency. In-person visits are vital to building a relationship with rapport. 

9.
Factor in a three-year lead time for world market penetration. It takes time and patience. 

10. Welcome the unknown, in a global agora. Don't let the prospect of the unknown frighten you. Rather, learn to welcome it, take it apart piece by piece, and then slowly digest it all. The rewards can become great indeed
2. Set Up A Solid Foundation for Export


Get Management Support: Share the benefits of exporting with your senior management and encourage them to pursue exports. But, don’t go chasing fools gold. Exporting takes time and persistence to pay off.  Be sure that exports fit into/support the overall company goals. Does the company want/need to diversify sales and/or grow international revenue streams? Do you have realistic goals? Exporting is long-term investment. It takes longer to develop and close international sales. Management must be committed to pursuing exporting operations. The best way to ensure that you have management support is to create an export development plan that clearly defines your export goals, strategies, required resources, market access plans and milestones and timelines. Set realistic goals and be conservative in sales forecasts and time frames fro delivery.

Develop A Plan- If you fail to plan you are planning to fail! Formulate an Export Strategy and Draft an Export Development Plan for All Target Markets: Approach your export operations in the same way you would your domestic operations—using sound business fundamentals. The firm must formulate an export strategy. Developing an Export Development Plan helps you focus on your strategy. It allows you to assess your present market situation, business goals and commitment. It includes an executive summary, a company profile, a SWOT analysis, a current export analysis, product analysis, resource analysis, and the market strategy which includes market goals and an action plan.  This will increase your opportunities for success. The plan should cover a two-to-five year period, depending on the kind of service provided, the strength of competitors, conditions in the target market and other factors such as regional expansion. Counseling can assist the firm's management to focus on its objectives but the final decisions fall on the executives of the firm. 

These plans are processes, not a product. Revise them regularly as your knowledge increases about international markets. It is much easier to update these plans after the first one is written. Identifying business goals can be an exciting and often challenging process. It is, however, an important step in planning your entry into the international marketplace. The Export Development Plans are guides to follow but need to be fluid and constantly updated.  Be sure your plan allows for flexibility in your operations. Be sure you can change timelines, re-deploy resources, modify marketing and promotional strategies, shift pricing, respond to new knowledge.  
Plan to Succeed: To be successful, it helps to know why so many export businesses do not succeed. Success cannot be rushed by high hopes. Rather, it comes incrementally. They keys to Global success are: Hard work, persistence, a quality and marketable product, commitment from the top.
Good Planning and Realistic Goals: Good planning and realistic goals are the primary keys to export and import success. An export plan is a road map used in reaching export goals. In the case of exporting to offshore countries, new exporters must avoid the high expectation of completing a deal within the first three or four months of export operations. High expectations can breed profound frustration. It is not uncommon for export business deals to take more than six months to finalize. Some even take years.

Depth of Understanding the Foreign Cultures and Business Practices: The depth of understanding the foreign cultures and business practices separates export success from failure. Culture is not bad or better, it is merely different. Culture influences the product and service requirements and the business practices. Some practices that are acceptable at home may not be acceptable in the importing country. 

Reliability, Patience, Perseverance, and Hard Work:  Without the buyers' trust, success would be impossible to achieve. Winning the confidence of the buyers is more important than quoting competitive prices. Be careful about the export commitment, stick to it once it is made. Broken promises erode trust. Reliability in fulfilling the contracts on time and at the desired level of quality is the best advertising tool. Export endeavor is a continuous struggle for survival. It is full of ups and downs. It requires patience and perseverance. Being patient and persevering in the export endeavor is frequently rewarded disproportionately with sales contracts. The success of an export business is often attributed to luck. Work harder and there will be more luck. The export success of Taiwan, China, Japan, South Korea, Germany and other countries (areas) is not a miracle, it is the result of hard work. The business miracle will not happen without working hard. However, success cannot be rushed by hard work.
Flexibility in the Product Modifications:  Product requirements, like business practices, vary from country to country. Some products that sell well in the domestic market may not sell in foreign markets. This could be due to different packaging and labeling requirements, specifications or consumer tastes. Product modifications, for example a change in the surface finish of a brass souvenir from the chrome-plating to the bronze-plating, can be costly in some countries. Exporters may shun deals whenever product modification is involved, but it is often necessary to meet foreign packaging and labeling requirements. Flexibility in meeting required modifications is essential to export success.

First to Identify the Emerging Needs: World markets change rapidly. Consumer needs for products and services change continually. For exports to be successful, it is vital to identify emerging consumer needs early and to offer product and service improvements to satisfy those needs. It is important to spot a new trend early and then lead it. 

Sufficient Financial Resources:  The up-front cost of exporting usually is high. It takes more time and resources to develop export markets. The payback can take longer, depending on the export market and the method and terms of export payment. Sufficient financial resources are necessary to sustain the export operation and achieve export goals. 

Winning Attitude: Have a winning attitude and the export business is more likely to succeed. Avoid misinterpreting over-optimism for a winning attitude. Over-optimism breeds irrationality. Irrationality leads to unrealistic goals. A winning attitude is a positive way of thinking and of doing things. It helps in winning the buyers' confidence in the exporter.

Do You Know Who is Involved in the Export Process?

· Export management: Overall US and Foreign compliance/Export strategy/ IP & Legal 

· Product development: product adaptation/packaging/IP

· Sales/marketing: Research, responding to inquiries, tariffs, taxes, INCOTERMS, local marketing materials, contracts, 

· Administrative: US and Foreign documentation compliance, packaging/shipping ,cargo insurance/shipping

· Shipping dept: Warehousing, supply chain, packaging and foreign documentation compliance cargo insurance

· Finance: payments/invoices/letter of credit/ risk receivable insurance etc.

Do you Have and Export Org Chart

Who is in charge of overall export program? Who is involved /responsible for various export processes?  Do they have resources, training, authority, support? Is management decision making centralized or decentralized?  This can have major impact on sales negotiations. We suggest you draw an export organization chart. Remember to update this often. Getting information flows and export administration process right the first time has four benefits: 

· Speedy Delivery of goods

· Quicker payment

· Reduced costs
· Satisfied customers
Are You Organized for Exporting:  
A company new to exporting generally treats its export sales no differently than its domestic sales, using existing personnel and organizational structures. As international sales and inquiries increase, the company may separate the management of its exports from that of its domestic sales. 
The advantages of separation include the centralization of specialized skills needed to deal with international markets which make it easier to remain compliant with various legal issues associated with international trade. You also benefit from a focused marketing effort that is more likely to increase export sales A possible disadvantage is that segmentation might be a less efficient use of corporate resources.  When a company separates international from domestic business, it may do so at different levels in the organization. For example, when a company first begins to export, it may create an export department with a full or part-time manager who reports to the head of domestic sales and marketing. At later stages, a company may choose to increase the autonomy of the export department to the point of creating an international division that reports directly to the president. 

Larger companies at advanced stages of exporting may choose to retain the international division or to organize along product or geographic lines. A company with distinct product lines may create an inter-national department in each product division. A company with products that have common end users may organize geographically. 
Regardless of how a company organizes its exporting efforts, the key is to facilitate the marketer's job. Good marketing skills can help the firm operate in an unfamiliar market. Experience has shown that a company's success in foreign markets depends less on the unique attributes of its products than on its marketing methods. Once your company is organized to handle exporting, a proper channel of distribution needs to be carefully chosen for each market. 

3- Is your Company Export Ready? 
Pros and Cons of Market Expansion: Prospective exporters rarely start with all the attributes that assure export success. However, with reasonable effort and guidance, a company can begin to fill the gaps and reach a point where exporting becomes viable. If you haven/t exported before, don’t assume the worst. You may lack experience, but may have the potential to export. Every exporter was at one time a non-exporter.  

Since exporting requires an extension of a firm's resources,  it is important that you first assess  your company’s export readiness and product’s export potential. This assessment should include a look at industry trends, the firm's domestic position in the industry, the effect it may have on present operations, the status of the firm's resources and the anticipated export potential of the services the firm provides. Be sure to examine these five aspects of your firm and its services: its business background; its motivation for going international; top management's commitment to exporting; an assessment of services strengths; and an In order to determine whether the firm should pursue international clients, one must assess the export potential of the firm. Brainstorm a list of pros and cons for expanding your market internationally. Based on your current assumptions about your company, your company’s products and any market knowledge, determine your probability of success in the international market.

Answering these general questions about how exporting will enhance into your company's short, medium and long-term goals will help determine your company's readiness to export:? (Online export readiness assessment http://www.citd.org/StartupKit/eras/steps.cfm )
· What does the company want to gain from exporting? 

· Is exporting consistent with other company goals? 

· What demands will exporting place on the company's key resources, management and personnel, production capacity, and finance and how will these demands be met? 

· Are the expected benefits worth the costs, or would company resources be better used for developing new domestic business? 

Export readiness indicators. 
Is your top management committed to exporting as a new or expanded area of activity? A motivated management is a prime factor in export success. Other export needs can be acquired, such as financing, experience and market exposure, but exporting requires strong management commitment and support over the long haul. Exporting can’t be turned on and off at will. It requires patience and adequate resources to develop markets and long-term relationships. 

Are your organizational and marketing practices suitable for exporting? If you use sound practices domestically that will aid your exporting, but be prepared to adapt them for countries with different marketing and distribution practices.  If you’re successful at home, chances are that you base your decisions on market research and analysis, have a strong sales and distribution network, effectively promote your company and products, and give priority to customer service.   
Could you promptly fill new export orders from present inventory or other sources? Exporters should be able to respond promptly to any new orders they receive. Foreign buyers can buy from many sources, and if you can’t fill the order when they want it, they’ll usually find someone else who can. Don’t start or impair a relationship with delays and apologies. If you have idle plant capacity, you’re probably in a good position to fill any new orders. You may already have extra inventory on hand, or you can increase production quickly without needing more workers, materials or equipment. With that flexibility, you are free to aggressively seek new export business. 
Management Objectives

· What are the company's reasons for pursuing export markets? Are they solid objectives (e.g., increasing sales volume or developing a broader, more stable customer base) or are they frivolous (e.g., the owner wants an excuse to travel)? 

· How committed is top management to an export effort? Is exporting viewed as a quick fix for a slump in domestic sales? Will the company neglect its export customers if domestic sales rise? 

· What are management's expectations for the export effort? How quickly does management expect export operations to become self-sustaining? What level of return on investment is expected from the export program? 

Experience

· With what countries has business already been conducted, or from what countries have inquiries already been received? Which product lines are mentioned most often? 

· Are any domestic customers buying the product for sale or shipment overseas? If so, to what countries? Is the trend of sales and inquiries up or down? 

· Who are the main domestic and foreign competitors? What general and specific lessons have been learned from past export attempts or experiences? 

Management and Personnel

· What in-house international expertise does the firm have (int’l sales experience, language capabilities)? Who will be responsible for the export department's organization/staff? 

· How much senior management time (a) should be allocated and (b) could be allocated? 

· What organizational structure is required to ensure that export sales are adequately serviced? 

· Who will follow through after the planning is done? 

Production Capacity

· How is the present capacity being used? Will filling export orders hurt domestic sales? 

· What will be the cost of additional production? 

· Are there fluctuations in the annual workload? When? Why? 

· What minimum order quantity is required to make a shipment worthwhile? 

· What would be required to design and package products specifically for export? 

Financial Capacity

· What amount of capital can be committed to export production and marketing? 

· What level of export department operating costs can be supported? How are the initial expenses of export efforts to be allocated? 

· What other new development plans are in the works that may compete with export plans? 

· By what date must an export effort pay for itself

4- What is Your Product Potential? 
Product’s Export Potential indicators: 

Has your company received any unsolicited inquiries from foreign firms? Unsolicited foreign inquiries are a strong indicator of export potential. They offer tangible proof that you’re known abroad and that someone overseas has taken the initiative to search you out. Many companies say they first started exporting because they received unsolicited inquiries. Do not be discouraged if you haven’t received leads. It is likely lack of awareness in your company abroad not lack of interest per say. You need exposure abroad to drum up interest and demand. 
Are products like yours already being exported? If your competitors are already exporting similar products, a demand clearly exists that you may also be able to tap. Check official export statistics to see whether and to what extent similar products are exported. Source: UNCOMTRADE
Are domestic sales of your product doing reasonably well? Strong domestic sales are a good indicator of export potential and competitiveness abroad. By succeeding in the competitive domestic market, you've already proven your product can compete not only against other domestic products, but also against imported products. This is essentially the same competition you'll meet when you export. If your domestic sales have been weak due mainly to a domestic economic slowdown, or to product obsolescence, exporting may offer promise. When the domestic economy stagnates, other countries may be booming. As their production and consumption increase, their import demand also rises, including for domestic products. 
Do you have a relatively strong share of the domestic market? Market share is a key 
indicator of product competitiveness, whether you’re selling locally, regionally or nationally. If your share of that market is already high or growing, or at least holding steady, your product likely has fundamental competitive strengths; e.g., attractive pricing, uniqueness, high quality, strong service and customer support, or other. Position generally implies rank. What is your relationship with industry leaders? These competitive assets are as appealing to foreign buyers as domestic.  A low or declining market share reflects competitive weaknesses. Because competition is even more intense overseas, the chances are that you would do no better overseas, and probably worse. However, this could depend on the reasons for your low domestic market share. For example, if product obsolescence is the reason, exporting may offer an opportunity. Other countries with lower incomes or less developed countries may not need the latest technology and may value yours for its presumably lower cost. 
Is your product price-competitive in the domestic market: Domestic price-competitiveness is a big plus in exporting. Competition abroad is usually stiffer than at home, and price is often a decisive factor. A competitive price is a must for products that are otherwise indistinguishable, such as basic commodities. Even for performance-based products, price often becomes critical. Unless your product is indisputably superior to the others, or is indispensable, the buyer decision may rest on price. If your prices are competitive here they’re more likely to be internationally too. You’ll need to add some export delivery costs to your prices (e.g., freight, insurance, etc.), but so will your exporting competitors. If you have little or no price advantage domestically, and have no offsetting product strengths (superior quality, uniqueness), exporting may not be a viable option. Given the importance of competitive pricing, you should try to obtain comparative price info before you export. If necessary, strongly consider adjusting your prices to meet the competition. You may need to adapt your product and pricing to compete in specific markets. You may have to absorb added marketing and shipping costs to remain price competitive. You may have to offer credit terms and wait longer for payment to match competitors. You may need to alter your product to comply with local standards and tastes.  Can your product meet the price test? 

Does your product compare favorably with domestic competitors in features and benefits? It helps to be "superior" in some way especially if you’re higher priced than your competition. Global buyers look at product performance, not just cost, when they make procurement decisions (e.g., dependability, versatility, durability, repair frequency, productivity, labor-saving etc.). They often pay more to get more. If your product fits a niche domestically or has some competitive advantage you have strong export potential.  But, the most heavily exported products are virtually indistinguishable (e.g., agri products, raw materials and semi-manufactures). All exporters must use price and credit as your main selling points. If you do have a distinguishable product, but it’s comparatively “inferior,” consider markets that are less selective. Buyers in less-developed, cost-conscious, labor-intensive countries may not need the "best" or "latest". They’ll often take a lesser product to pay less (e.g., manual vs. automated , yesterday's technology, no frill models). 

Determining Your Products' Export Potential: What product will you export? List the products your company sells which you believe have export potential. List why you believe each product will be successful in the international marketplace based on your current knowledge not research.

Then evaluate the domestic success of your products. If the product succeeds in the U.S. it will likely succeed overseas where there are similar needs and conditions. The product should fill a targeted need for the buyer overseas according to price, value to customer/country and market demand. Note: Your product may have export potential even if U.S. sales are declining particularly in less developed countries. Finally, examine the unique or important features of your product. If they are hard to duplicate abroad, then you will likely be successful overseas. A unique product may have little competition and demand for it might be quite high. 

Conduct a product & company SWOT Analysis: 
What is your competitive Advantage? Will that apply overseas? Is your products domestic appeal the same or different abroad? Products won't sell anywhere if they can't compete. To compete, your product must match or exceed the appeal of others -- in meeting needs, in quality, in price, etc.  Are you export-competitive? 

· Strengths

· Weaknesses

· Opportunities

· Threats

3- Decide How You Will Expand Globally

What distribution channels can be used in different world markets? 

(a) Agents 

(b) Distributors 

(c) Established marketing channels 

(d) Mail order houses 

(e) Wholesalers

(f) Direct sales to end user 

In what ways can an exporter be represented in a foreign market? 

(a) Branch office 

(b) Joint venture 

(c) Appointing an agent 

(d) Appointing a distributor 

Determine Your International Sales Entry Method

Direct Exporting: Each firm must select a selling technique for the services offered. The advantages of direct exporting for a U.S. company include more control over the export process, potentially higher profits, and a closer relationship to the overseas buyer and marketplace. However, these advantages do not come easily since the U.S. company needs to devote more time, personnel, and corporate resources than indirect exporting requires. When a company chooses to export directly to foreign markets, it usually makes internal organizational changes to support more complex functions. A direct exporter normally selects the markets it wishes to penetrate, chooses the best channels of distribution for each market, and then makes specific foreign business connections in order to sell its product. 

Sales Representatives: Overseas, a sales representative is the equivalent of a manufacturer's representative in the United States. The representative uses the company's product literature and samples to present the product to potential buyers. A representative usually handles many complementary lines that do not conflict. The sales rep usually works on a commission basis, assumes no risk or responsibility, and is under contract for a definite period of time (renewable by mutual agreement). The contract defines territory, terms of sale, method of compensation, reasons and procedures for terminating the agreement, and other details. The sales representative may operate on either an exclusive or a nonexclusive basis. 

Agents: The term "agent" means a representative who normally has authority, perhaps even a power of attorney, to make commitments on behalf of the firm he or she represents. Firms in the United States and other developed countries have stopped using the term and instead rely on the term "representative," since agent can imply more than intended. It is important that any contract state whether the representative or agent does or does not have legal authority to obligate the firm. 

Distributors: The foreign distributor is a merchant who purchases goods from a U.S. exporter (often at a discount) and resells it for a profit. The foreign distributor generally provides support and service for the product, thus relieving the U.S. company of these responsibilities. The distributor usually carries an inventory of products and a sufficient supply of spare parts and also maintains adequate facilities and personnel for normal servicing operations. Distributors typically handle a range of complementary products. End users do not usually buy from a distributor; they buy from retailers or dealers.  The terms and length of association between the U.S. company and the foreign distributor are established by contract. Some U.S. companies prefer to begin with a relatively short trial period and then extend the contract if the relationship satisfies both parties. 

Foreign Retailers: A company may also sell directly to foreign retailers, although in such transactions, products are generally limited to consumer lines. The growth of major retail chains in markets such as Canada and Japan has created new opportunities for this type of direct sale. This method relies mainly on traveling sales reps who directly contact foreign retailers, although results might also be achieved by mailing catalogs, brochures, or other literature. The direct mail approach eliminates commissions, reduces traveling expenses, and reaching a broader audience. For optimal results, this method of sales should be supported with other marketing activities. American manufacturers with ties to major US retailers may be able to use them to sell abroad. Many large US retailers maintain overseas buying offices and use these offices to sell abroad when practical. 

Direct Sales to End Users: A U.S. business may sell its products directly to end users in foreign countries. The buyers can be foreign governments; hospitals, banks, and schools; or businesses. Buyers can be identified at trade shows, through international publications, or through internet directories or sites. If a product is sold in such a direct fashion, the company is responsible for shipping, payment collection, and product servicing unless other arrangements are made. Unless the cost of these services is built into the export price, the exporter will have less profit than intended. 

Think before you leap….Before you get started exporting asses the similarities and differences between domestic sales and exports. Analyze the risks associated with exports and carefully review extra costs, new processes and the impacts they will have on your company. Conduct a cost benefit analysis and determine your return on investment. Get organized for export and clearly understand, identify and manage all involved in the export process. Once your export organization chart is in place constantly review it to build in responsibility for unforeseen duties. Finally, review the various methods of entry and their impacts on your organization.
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Direct Exporting: Each firm must select a selling technique for the services offered. The advantages of direct exporting for a U.S. company include more control over the export process, potentially higher profits, and a closer relationship to the overseas buyer and marketplace. However, these advantages do not come easily since the U.S. company needs to devote more time, personnel, and corporate resources than indirect exporting requires. When a company chooses to export directly to foreign markets, it usually makes internal organizational changes to support more complex functions. A direct exporter normally selects the markets it wishes to penetrate, chooses the best channels of distribution for each market, and then makes specific foreign business connections in order to sell its product. 

Sales Representatives: Overseas, a sales representative is the equivalent of a manufacturer's representative in the United States. The representative uses the company's product literature and samples to present the product to potential buyers. A representative usually handles many complementary lines that do not conflict. The sales rep usually works on a commission basis, assumes no risk or responsibility, and is under contract for a definite period of time (renewable by mutual agreement). The contract defines territory, terms of sale, method of compensation, reasons and procedures for terminating the agreement, and other details. The sales representative may operate on either an exclusive or a nonexclusive basis. 

Agents: The term "agent" means a representative who normally has authority, perhaps even a power of attorney, to make commitments on behalf of the firm he or she represents. Firms in the United States and other developed countries have stopped using the term and instead rely on the term "representative," since agent can imply more than intended. It is important that any contract state whether the representative or agent does or does not have legal authority to obligate the firm. 

Distributors: The foreign distributor is a merchant who purchases goods from a U.S. exporter (often at a discount) and resells it for a profit. The foreign distributor generally provides support and service for the product, thus relieving the U.S. company of these responsibilities. The distributor usually carries an inventory of products and a sufficient supply of spare parts and also maintains adequate facilities and personnel for normal servicing operations. Distributors typically handle a range of complementary products. End users do not usually buy from a distributor; they buy from retailers or dealers.  The terms and length of association between the U.S. company and the foreign distributor are established by contract. Some U.S. companies prefer to begin with a relatively short trial period and then extend the contract if the relationship satisfies both parties. 

Foreign Retailers: A company may also sell directly to foreign retailers, although in such transactions, products are generally limited to consumer lines. The growth of major retail chains in markets such as Canada and Japan has created new opportunities for this type of direct sale. This method relies mainly on traveling sales reps who directly contact foreign retailers, although results might also be achieved by mailing catalogs, brochures, or other literature. The direct mail approach eliminates commissions, reduces traveling expenses, and reaching a broader audience. For optimal results, this method of sales should be supported with other marketing activities. American manufacturers with ties to major US retailers may be able to use them to sell abroad. Many large US retailers maintain overseas buying offices and use these offices to sell abroad when practical. 

Direct Sales to End Users: A U.S. business may sell its products directly to end users in foreign countries. The buyers can be foreign governments; hospitals, banks, and schools; or businesses. Buyers can be identified at trade shows, through international publications, or through internet directories or sites. If a product is sold in such a direct fashion, the company is responsible for shipping, payment collection, and product servicing unless other arrangements are made. Unless the cost of these services is built into the export price, the exporter will have less profit than intended. 

Think before you leap….Before you get started exporting asses the similarities and differences between domestic sales and exports. Analyze the risks associated with exports and carefully review extra costs, new processes and the impacts they will have on your company. Conduct a cost benefit analysis and determine your return on investment. Get organized for export and clearly understand, identify and manage all involved in the export process. Once your export organization chart is in place constantly review it to build in responsibility for unforeseen duties. Finally, review the various methods of entry and their impacts on your organization.

Apply Best Practices

· Use multiple channels –distributors, rep/agents –in addition to going direct

· See partner selection as critical, and do this systematically-don’t take whoever “walks in the door”

· Select partners that want long-term growth not a “quick buck”

· Select partners who can help you penetrate target industries

· Don’t rely solely on partners for marketing and leads –provide support- take a hands on approach

· Export or expand exports as demand shifts overseas

· Gather market research or customer intelligence efforts are required to assess demand:

· Gather information on business and/or political climates of the countries you want to enter

· Do homework on foreign markets using “on the ground” sources

· Select markets carefully; consider demand, business climate, connections, competitive situation

· Leverage US customer relationships; identify other buyers within global operations

· Recognize nuances of various cultures and develop personal relationships

· Don’t use only open account –use other payment methods to minimize risk/credit

· Meet face-to face with potential partners/distributors in country:

· Request references and obtain credit checks:

· Seek referrals from suppliers of complementary products:

Partner selection: 

Obvious evaluation criteria:

· Financial health and creditworthiness

· Specific capabilities, e.g.; field sales force, warehouse capability, technical competence

Less obvious:

· Find partners that match core values–particularly views on long-term growth vs. “a quick buck”:

· Find partners that have established customer relationships in markets you want to penetrate:

Exporting Disadvantages

· Higher costs of international sales; this includes transportation and logistics, and additional international sales and marketing costs:  

· Higher costs of manufacturing in the US when compared to lower cost countries:  

· As a result of these immediate cost disadvantages, commodity products are generally not viable for export outside of North America (and possibly not even to Canada and Mexico):

· Because competition is intense and price-driven, these cost disadvantages are difficult for US-based manufacturers to overcome in global markets

· Some businesses are inherently regional in nature and manufacturing needs tends to be located close to the customer. These businesses may only have potential to export in North America.

The need to be close to the customer is driven by:
-Logistics requirements

»Short lead time

»High mix/variation

»Customization

»JIT/Kan ban

»Freight economics (e.g. high freight cost compared to product value)

»Low volume-short runs

        -Engineering or customer interaction driven

»Intensive design/engineering interaction or frequent design modifications

»Fashion-sensitive (work closely with designers, architects)

Strategic Advantages Explanation

Product Advantage or Specialized Capabilities                    

· Technological advantage, unique or innovative products

· Specialized or unique capabilities, technical skills, complex products 

Niche Focus                            

· Smaller market

· Fewer competitors

· Easily identified target customers

Quality Advantage or Focus on High-End/Quality End of the Market

· Includes leveraging “Made in USA”quality image

Service Advantage

· Better technical support or response time

Foreign Manufacturing

· Eliminates many of the cost disadvantages of US manufacture

· Supports better service

Exploit Strategic Advantages

· Avoid competing only on cost, and instead compete on higher value:

-Product performance, functionality or quality

-Adapting to specific customer needs (niche focus)

-Service performance (lead time, reliable delivery) or technical support

· Achieve price premiums vs. competition

· Create barriers (technology, patent, skills) so that fewer competitors can play

-Sometimes a niche strategy focuses on a market that is too small to interest competitors to invest

· Make it difficult for low-cost countries to compete at all

· Provide cost advantages, in some cases, due to unique process capabilities or the ability to adapt to the needs of a specific niche

· Recognize strategic advantages –what sets you apart in the eyes of the customer.

· Exploit and maintain existing advantages–Invest in new products, services and capabilities to maintain these advantages–Enter markets that match your strengths –consider competitive position–Monitor competitors in your niche –find “pockets”where competition is limited

· Find/create/build new advantages –don’t accept the status quo–Create product advantages where there were none before–Carve out niches–Enter new markets where you have an edge

Why do customers buy from you versus competitors?

· How is the “deal”you offer (value at a given price) better than competitors?

· What key factors drive customer purchase decisions? 

· Which ones cause them to buy from you?

· What are your unique or special capabilities? 

· What do customers need that you give them better than anyone? 

· What do customers say you do better than competitors?

· What are the customers and markets that care about these capabilities?

· In what markets or customer segments are you strong?

· Where do you have a price premium vs competitors?

· Where do you make the most money? 

· Where do you have the highest market share and/or growth rate?

· Why?

Do you have a product or capability advantage?

· Is your product offering unique?

· Does your product perform or function better than competitors (save them money or time, improve their productivity or performance, enhance their experience)? 

· Do you have important patents that provide an edge versus competition?

· Do you have a reputation for technical competence that causes customers to work with you?

· Do you have a reputation for being the most innovative in your industry? 

· Do you have specialized process capabilities that competitors cannot easily duplicate?

· Have you carved out a “protected”niche?

· Is your business targeted at a niche with few competitors? 

· Have you adapted your products or services to a specific clientele, in away that provides them exceptional value?

· What are the barriers to competitors getting into this niche?

· Do you have a quality advantage?

· Does your product have higher quality than competitors? (fewer defects, higher reliability, longer life, high-end quality image)

· Do you have a service advantage?

· Do you offer better service than competitors (on-time delivery, fill rate, technical support)?

· Do you provide better value added services than competitors (design & engineering services, inventory management)? 

· Do you customize products for individual customers more effectively than competitors?
6- Export Risks

Similarities to Domestic Selling. 
Exporting is like domestic selling in many ways. It’s basic marketing first and foremost.  

• You have a product or service to sell

• Your customers vary in racial, religious, ethnic, cultural & linguistics 
• Your marketing territory has areas with differing seasons & environments 

• You do market research to pinpoint, size-up, and assess your customer base 

• You develop a market plan to plot your distribution, pricing and promotion strategy 

• You market and promote through the Internet, direct E-mail and regular mail, Fax,  

   phone, brochures, press releases, the ad media, trade shows, etc. 

• You set up sales and distribution networks to cultivate and service customers 

• You respond to inquiries and issue price quotes on request 

• You invoice purchasers and get paid 

Dissimilarities to Domestic Selling

Exports are often channeled through middle men in each country, not directly to end-users. In most countries, imports are handled by local commissioned agents, or by importer-distributors who buy and resell to end users. These intermediaries know the market and have contacts with the end-users. They are assets for you, not extra layers. They develop and send you sales orders, arrange for payment, prepare required import documents, and clear the delivered goods through customs. Many are equipped to stock, install and service the goods. The end-users know and prefer to deal with these local agents and distributors, rather than buy direct from foreign suppliers. As the exporter, your best bet is to find qualified agents or distributors to represent you abroad. 

Exports usually involve an exchange of currency to pay for the purchase. The importer pays your purchase price in his local currency, converted to your preferred currency (e.g. U.S. dollars) at the prevailing exchange rate. To protect against exchange rate fluctuations, quote your selling price in your currency so you get the full amount you quoted, regardless of currency fluctuations. 

Export sales use different payment methods. Exporters receive payment through a process handled by their bank and the buyer’s bank overseas. The most common method, an irrevocable, confirmed Letter of Credit (L/C), assures prompt payment with minimal risk. The importer commits the money or collateral up front to his local bank. The importer’s bank credits these funds to a cooperating bank in your country, which pays you, the exporter, after the goods are shipped. "Sight" or "time" drafts, are used for credit sales with delayed payment terms. You can purchase export credit insurance to reduce risks of non-payment. 

Exporting involves more and different paperwork. Exporters must prepare a number of specialized shipping and regulatory documents. The U.S. government requires a Shippers Export Declaration for most exports, and a U.S. Export License for "controlled" goods. Foreign governments in the importer’s country typically require a commercial invoice and, in some cases, a consular invoice, certificate of origin and possibly other documents. Various freight-related documents are needed for sea and air shipments, such as a packing list and bill of lading. Many exporters use professional freight forwarders to handle all their export documentation. 

Exports are subject to customs duties and taxes in the importing countries. If high enough, these costs could price your products out of the foreign market. 

Exporting involves added costs to deliver the goods from one country to another. The importer may ask for a price quote that includes all costs from the factory to the end destination overseas- delivered duty Paid (DDP). If so, the exporter must determine and include these added freight and insurance costs to the domestic price. Some importers may prefer to arrange their own transportation and insurance, either from the exporter’s factory or from the departure port or airport. These costs are expressed in INCOTERMS, such as CIF (“cost” of goods at the factory, plus “insurance” against loss or damage to the cargo en route, plus “freight” to the foreign port of entry). A freight forwarder can advise on shipping and insurance costs and handle all arrangements to transport the goods to their overseas destination. (See Attached handout) 

Widely differing laws and business practices exist in other countries. These encompass trade, monetary and fiscal policy; pricing, distribution and promotion; treatment of intellectual property; health, safety and technical standards, etc. These laws and practices affect what you're allowed to or should do to protect yourself in the market. Although many practices are business friendly and compatible with those in your country, some pose obstacles and risks for exporters. Research potential regulatory constraints in each country and seek counsel from an international lawyer.

Language, demographics and environmental differences vary by country. These differences, if ignored, can make or break your sales efforts abroad. Take care not to offend your foreign customers in the words, symbols and body language you use in your promotional material and business negotiations. Make sure your products "fit" the market environment -- the climate, terrain, sizes of people and things, consumer tastes and preferences, etc. Connect with "localization" specialists to help you adapt your product or approach as needed.

Risks of Exporting: Crawling is safer until you gain more experience. Do seek export counseling, attend export seminars, conduct market research, adapt to the market, and use specialists.
Key Mistakes to avoid:
1. Don’t pursue too many markets at once, or the wrong markets.
2. Don't try to run before you crawl or you’ll make costly mistakes in haste or inexperience
3. Don’t fail to obtain commitment from management

4. Don’t fail to seek early stage export advice

5. Don’t fail to see dangers of not balancing domestic & export markets

6. Don’t chase orders instead of establishing profitable operations

7. Don’t fail to consider alternative methods of market entry e.g. licensing

8. Don’t appoint incompetent overseas representatives that can't be terminated 

9. Don’t assume that English works everywhere or that all markets are the same

10. Don’t use sales literature that unwittingly offends or apply your marketing methods in countries with different business practices. 

11. Don’t ignore foreign regulations or cultural preferences of other countries

12. Don’t fail to protect your intellectual property. 

13. Don’t agree to payment methods or terms that leave you at undue risk. 

14. Don’t try to handle all the shipping and documentation yourself. 

15. Don’t forget to provide sufficient follow-up service/support

Intellectual Property: Difficult To Copy “Know-How” is More Defensible Than Patents

· Often key intellectual property (IP) is process know-how rather than design: While not always patentable, process know-how is often difficult to copy. So be sure people don't have access to your technical information. Even if they did be sure it is hard to reproduce, be aware of reverse engineering.

· Patents are expensive and generally applied for only in large foreign markets. If it is a big market get a patent, otherwise the effort is too much for small markets. Defending it also adds cost.

Other Tips on Protecting Intellectual Property (IP)

· Be clear with partners/customers about what IP you own- inform people, be up front about what you own.

· The partner selection process helps screen out partners that might put IP at risk

· Ultimately there may be little that can be done to protect IP:

· Be particularly wary of China:

· Limit exposure of key technology “don’t bring over the most sensitive technologies at first.”

· If possible, set up “trips” in the product in case someone tries to reverse engineer it “When we export to China, on the label it warns ‘if you open this case without a factory authorized technician, all internal operational devices will melt down.’ It's not true, but it scares them, and there are some trips set up in the system.

Business risks: Make the effort to learn about potential business partners. Beware of deals that are "too good to be true” or promise rich rewards for up-front advances, such as “guaranteed” access to lucrative government contracts. In many countries, graft and corruption are common. The line between what's customary and tolerable, and what's excessive or illegal, is not always clear. Seek advice from a lawyer or a country specialist. Avoid firms who are out to copy your technology once they get a product sample or your first shipment. Take special care when appointing overseas agents and distributors. Some may already represent your competitors, or be so busy they can't do justice for your products. Be sure they have the qualifications or capabilities they claim, such as the ability to stock, install and service your goods. In some countries, once you sign an agent or distributor agreement, it's almost impossible to terminate. 

Legal risks: Each country has business laws and regulations that you must follow. They vary widely by country and affect import procedures, agent/distributor agreements, treatment of intellectual property, rights to own businesses or land, tax liability, currency trading, health and technical standards, and even what is allowable to eat, drink or wear. Comply or face fines, prison or lose the right to export. Failure to comply could trigger fines or worse. Take the time to do market research and seek legal advice as needed. 

Political risks: Political change can cause major shifts in economic policy, nationalization, expropriations, loss of personal rights, and physical danger. Political strife can prompt foreign reactions in the form of economic sanctions, boycotts, and embargoes. Shifts to the economic right or left often come with elections. Shifts toward privatization and trade liberalization favor exporters and importers. Shifts toward protectionism and isolation thwart trade.

Financial risks: Once you’ve shipped the goods you want to be sure you get paid if for some reason the importer can't or won't pay. Selling on a Letter of Credit (L/C) basis like the irrevocable, confirmed L/Cs assures payment because the buyer must deposit the money in advance at his bank, and a correspondent bank in your country then takes on the obligation to pay you.  Export credit insurance helps when you need to extend credit to buyers (open account or sight draft within 30-120 days after the goods arrive) which are customary when you know and trust the buyer or if your competitors are offering these terms. Doing so increases your risk, particularly if, by payment time, the buyer's local purchase costs have increased due to depreciation against your currency. If buyers won't pay, it’s usually for one of two possible reasons: you haven't complied with the terms of sale in their view, or they're dishonest. You must comply with the terms of sale specified in the L/C and the shipping documents. With reasonable precautions, you can recognize dishonest buyers.
Export risks can be avoided through exporter due diligence: Research markets, get professional legal advice, and obtain company profiles and credit reports on many foreign companies from banks and credit-reporting firms.  

Do you have or can you get access to adequate resources? As a beginning exporter, you'll incur some initial research costs to identify your best markets. To enter and develop these markets, you'll have costs to gain exposure, set up sales and distribution networks, and attract customers. As your exports increase, you might translate your sales literature, take overseas business trips, do more media advertising, and participate in trade shows abroad. In some countries, you may have to redesign or modify your product to meet local requirements or customer preferences. As export orders come in, you'll need more inventory on hand to fill orders, or you’ll need to produce or acquire more product. If your customers want delayed payment terms, you'll have to pay for financing. You will have to pay for services from specialists like lawyers, freight forwarders, bankers. Generally, the more you spend to prepare, promote, and adapt for export, the greater the return for your business.
7-Various Exporting Costs 
Premises, Equipment, Supplies & Personnel: A fax machine and a scale for weighing overseas-bound mail.  If you intend to handle some or all of the export work in-house, you should hire an export manager or train someone on staff. The training should focus on market research and analysis techniques, market entry planning, market development and promotion, export financing, export shipping, and handling of export inquiries, orders and documentation. 

Postage & communications: Exporters need to constantly communicate by e-mail, mail, phone and fax. To save postage get a bulk-rate permit, and format your mail labels to meet low rate postal requirements. To save on phone/fax costs, try a discount long-distance carrier. E-mail is an inexpensive way to communicate worldwide 
Market research & planning: The Internet is a great source for much of the information you'll need for market research and planning. The most useful information can be found at little or no cost, including the latest U.S. and international trade statistics; detailed country commercial guides; in-depth industry and country market surveys; and specific overseas trade opportunities and business contacts.  Internet sources, such as the   Commerce Department's Export.gov and STAT-USA, have aggregated much of this information for easy on-line access. 

Advertising & sales promotion: You’ll need to promote your product overseas to get exposure and attract inquiries and orders. A company Web site, with company highlights and product descriptions, can be your first window to the world. Register your dot.com domain for a small fee and be sure you can be found on search engines and industry and export directories. You also need print materials for mailings, handouts and responses to inquiries, like a company brochure, product sheets, etc. be sure not to include 800 numbers. Consider translating these materials. Whenever possible, place free press releases in industry journals with global circulation. Higher cost options include paid telemarketing, media ads, and overseas trade shows. 
8-What Market Will You Target?
The firm must select markets it considers "ideal" to initiate its export activities. One of the best single resources for accomplishing this is the US Government site on the internet at www.export.gov. Publications include Country Commercial Guides, Best Markets, the World Factbook and Key Officers of Foreign Service Posts. There are also hundreds of specific market research reports covering a multitude of topics

Identifying Target Markets: Try to identify 5 to 10 "promising" markets; then weed these down to your top 3 to 5 "target" markets. The "best" markets offer a combination of high comfort for your company and high potential for your products. 

High-comfort markets are those you're personally close to in some way. You may have trusted contacts there, such as relatives or friends; or you're at ease with the language and culture; or you've spent time in the country. Often, however, high comfort countries do not offer the highest potential for your products. Sometimes it is best to start I a market where there are no language or geographic (distance) barriers. 
High-potential markets are where you ultimately want to be. They're the large, emerging or fast-growing markets, with high receptivity to products like yours; limited local or foreign competition; and no significant market barriers. 

Key Market Selection Questions:

1. What is Your Experience? Have you had leads? Do you have language skills? Survey your staff to discover their international skill sets and experiences.

2. Where are comparable products mostly exported? Where are your competitors selling overseas? Look for the largest and fastest growing export destinations for the product over several years. Source: via VEDP- World Trade Atlas  or PIERS
3. Which countries are mostly importing comparable products? Identify countries with the largest/fastest growing imports of the product. Source: via VEDP UN COMTRADE,  
4. Where would comparable products be most competitive? Look for high market share countries with limited local competition. Source: Market Research Reports. <www.export.gov>
5.  Where are comparable products most welcome and easiest to sell? Identify countries with high product receptivity and low barriers. Source: Market Research Reports. www.export.gov
6. Which markets do the experts consider most promising? Look at your trade association research and trade journals, to see what countries are recommended as "Best-Prospect" markets for comparable products. Where are  new trade shows in this industry being launched overseas? Sources:<www.Eventseye.com>
7. Are you prepared to adapt marketing methods?  If not you limit yourself to markets more like your own. How you enter and develop a foreign market is important. Marketing and distribution practices vary by country and are often dictated by law, custom, or necessity. Some countries may require or prefer certain marketing or distribution methods, such as direct sales or use of local representatives. Some countries have excellent mass media and high receptivity to advertising, trade shows, mail order while others shun these approaches or can’t support them. Source: Country Commercial Guides. <www.export.gov>
The above usually apply for any product or industry. Other criteria for specific products include: 

· Economic indicators -- for products affected by economic conditions or income levels (e.g., level and growth of Gross National Product (GNP)/ Gross Domestic Product (GDP), per capita GNP/GDP, industrial/agricultural production). Sources: CIA World Factbook, UN InfoNation; IDB Database, and U.S. Economic Accounts. 
· Demographic indicators -- for products aimed at particular population groups (e.g., level and growth of population by age, sex, race, religion, profession). Source: CIA World Factbook, UN InfoNation;and IDB Database. 
· Sectoral indicators -- for products aimed at particular industry sectors (e.g., number and growth of relevant manufacturers; hospitals; cars, houses, banks, utility companies). Source: CIA World Factbook and UN InfoNation. 
· Infrastructure indicators -- for products that use or require infrastructure support (e.g., level and growth of power, transportation, communications, and other facilities). Source: 
· Financial indicators -- for products affected by fiscal and monetary developments (e.g., level and growth of consumer/wholesale/industrial prices, interest rates, foreign exchange reserves, national debt). Source: CIA World Factbook and UN InfoNation 
· Market Potential Matrix A matrix technique can help you compare market potentials for any number of countries and easily spot the most promising markets.  
Key Resources: 
· International Growth: Successful Export Strategies for Manufacturing CEOs Final Report February 2006  Prepared by Stone & Associates For The NIST Manufacturing Extension Partnership  

http://www.mep.nist.gov/Successful-Strategies-Final-Report-Feb-06.pdf
· Getting started FastFact (FF),     http://www.exportvirginia.org/FastFacts_2005/FF%20Issues%20Getting%20Started%20Exporting.pdf
· Unz & Company Basic Guide to Exporting
· Distribution & Sales rep Agreements FastFact (FF),     http://www.exportvirginia.org/FastFacts_2006/FF%20Issues%20Distribution%20&%20Sales%20Rep%20Agreement%2006.pdf
· Identifying Target Markets FastFact (FF),     http://www.exportvirginia.org/FastFacts_2006/FF%20Issues%20Identifying%20Target%20Markets%2006.pdf
· Developing an Export Plan FF

http://www.exportvirginia.org/FastFacts_2005/FF%20Issues%20Developing%20an%20Export%20Plan.pdf
· Sample Marketing Plan http://www.knowthis.com/tutorials/marketing/marketingplan1.htm
· US Gov Define Export Goals http://www.export.gov/exportbasics/exp_001602.asp
· Are you Export Ready? online readiness assessment  Various Export Assessments CITDwww.citd.org                                                                                    

· Export Costs Export 911 http://www.export911.com/e911/export/cost.htm
 1 of 16                     
       VEDP’s Accessing International Markets Program    

1/29/2009
2 of 16                     
       VEDP’s Accessing International Markets Program    

1/29/2009

[image: image1.jpg]