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Trade Tips

Stepping—StOIleS tO EXpOI'tillg — Continued from page 1

* Select and research target
foreign markets
If you conclude that exporting
makes sense for your business, the
next step is to research foreign
markets. Don’t try to enter several
foreign markets at once. Better re-
sults will come from concentrating
your efforts on one or two specific
markets that offer the best poten-
tial. Aninitial screeningcan help to
identify these. Having selected a
particular market as worthy of fur-
ther scrutiny, you must then con-
sider such issues as product poten-
tial, tariffs and non-tariff barriers,
and local distribution options. You
willneed information about thesize
of the market for your product, who
supplies it, and key competitors.
For most small Canadian compa-
nies, especially those new to ex-
porting, the United States is the
most accessible and attractive ini-
tial export market.
¢ Learn the technical and fi-
nancial elements ofexporting
You need to become familiar with
the principal trade terms and tech-
niquesrelevant toexporting, as well
as with the financial aspects of ex-
porting. Overseas shipping, for ex-
ample, requires selection of an opti-
mal transport mode, proper pack-
ing and marking of goods, and
preparation of various documents.
An international freight forwarder
can provide valuable assistance in
arranging export documentation,
insurance and transport.
¢ Assess market entry/
distribution alternatives
Once you have assembled a pic-
ture of the target market for your
product or service, you are in a
positiontoassesspossibleentryand
distribution options. The main op-
tions are direct sale to foreign dis-
tributors or end-users using your
ownsalesforce;usinga foreignagent
or representative; relying on a Ca-
nadian-based intermediary;orsome

form of direct investment or joint
venture in the target market.
Each option has advantages and
disadvantages.
¢ Determine your price

For exporting to make business
sense, your price must cover your
costs and yield an acceptable profit.
The factors you must consider in
setting an export price include
your domestic costs, costs asso-
ciated with exporting, market
demand, and your desired profit
margin. A number of different for-
mulas can be used. In export pric-
ing, you must take into account
such factors as tariffs, foreign sales
taxes, exchange rates, and insur-
ance and shipping costs.
¢ Promote your product

Well-planned promotion is a key
element of success in any new mar-
ket. In export promotion, it may be
necessary to modify your packag-
ing or advertising to account for
foreign tastes or climatic factors.
The main vehicles for promoting
your product or service are trade
and business journals, catalogues,
direct mail campaigns, and partici-
pation in trade shows and fairs.
¢ Arrange financing

Financing your deal may pose
special challenges. Options for
transacting business with foreign
buyersincludecashinadvance,open
account transactions, bills of ex-
change, and letters of credit. Each
hasadvantagesand disadvantages.
Normally, revenues from an export
sale will take longer to be received
than those from a domestic sale. In
the meantime, you will be spending
to negotiate the deal, produce the
goods, and ship them. If your
cash-flow cannot withstand such
an investment, you should look for
alternative sources of financial as-
sistance. Export credits are avail-
able from various Canadian and
international organizations.
¢ Get the product to market

For manufacturers, shipping
goods to foreign destinations in-
volves selecting a mode oftransport
and assembling and preparing
various documents. Exercise some
caution in the arrangements you
make toship your goods. Make sure
that they will bereceived by a trust-
worthy associate at the other end
and that storage and transporta-
tion will be secure. The uncertain-
ties associated with doing business
insomemarketsaresuch thatgoods
can easily be lost or stolen if they
are not attended to properly. An
international freight forwardercan
provide valuable assistance.
¢ Implement your export plan

For the novice exporter, making
modest initial sales is the best way
to proceed, since this will allow you
to become familiar with the export
process while limiting your risks.
Asyourknowledge and comfortlevel
increase, you may decide that it
is worth stepping up your export
efforts.

* Review/revise your strategy

Successful companies and entre-
preneurslearn from their mistakes.
Miscalculations, surprises and un-
anticipated problems are inevita-
ble in any new business venture.
After aninitial try at exporting, you
may find that you need to modify
your product, choose a different dis-
tribution channel, oralteryourprice
orpromotional strategy. Itmayeven
be necessary to focus on different
target markets. Thekey is toretain
the flexibility and adaptability to
respond quickly to what you learn.
In exporting patience and tenacity
usually pay off.

For a copy of Exporting
for Competitiveness: Ten Steps
for Small Business, write to
Entrepreneurship and Small
Business Office, Industry, Science
and Technology Canada, 5th Floor
East,235 Queen Street, Ottawa
K1A OHS5.
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