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Brief Introduction

In nearly all countries there is a great deal of interest in exporting, especially to large markets such as the USA.  This document is designed to show executives of small and medium sized companies how to get started.
Exporting is usually not easy, and it can be especially hard for a small business with relatively few human and financial resources and with limited production capacity.  Such companies must look for easy, low cost ways to decide whether is feasible to export and, if so, how to enter a foreign market efficiently and economically.  

This brief guide has been prepared to help company executives decide quickly whether it is feasible to export their products.  If it is, the next step is market research to obtain information on how to enter the market.  Finally, there are preparations that should be made before contacting potential customers.  

Although the market for which this guide was prepared is the United States of America, the same techniques work for any another market.  Also, they apply to any product and, to a certain extent, to services.  

Analysis of Feasibility of Exporting to the USA 

In this phase of the process, we begin by assuming that exporting is feasible unless there be a specific condition that makes it too difficult.   The following four topics should be considered:  

· Transportation
· Import regulations
· The market
· Economic Aspects of the business.  

The objective is to determine, quickly and inexpensively, if is logical to continue with the following step, a study of the market.  

Transportation

The feasibility pf exporting, from the point of view of transportation, depends on whether the product can be shipped to the target market efficiently, economically and safely.  In many cases a product is too large or heavy, there are difficulties in transportation to the point of embarkation, transport services on the route are not very frequent, there is not enough space in airplanes, or the rate is high with relation to the expected income.  

The best way to look at transport feasibility is to talk with a freight forwarder and with the airline or shipping company that he or she recommends.  If the cost of transportation is more than what is paid for the same products from other countries, or adds more than about 30% to the total cost, exporting might not be feasible.  

Regulations

In the United States and other countries, there are many regulations on importing but most do not present serious problems.  In case there is a serious regulatory obstacle, you have to be sure you can overcome it before you sign a contract to export.  

For example, one cannot send a fresh fruit or vegetable to the United States if it is not on the list of products, approved from the specific exporting country by the Animal and Plant Health Inspection Service (APHIS) of the U.S. Department of Agriculture.  Getting a product added to this list is a long and difficult process.  

Another example is the case of products that are low in acid or acidified and hermetically sealed.  Plants in which these types of products are produced have to be registered with the Food and Drug Administration, FDA.  The FDA may take several months to respond to an application for registration and, if there is any error in the form that is sent, it has to be modified and submitted again.  

Market

Although the United States market is enormous, there are not buyers for every kind of product.  For example, a businessman in El Salvador was interested in exporting ice cream to the United States, but no importer would buy it because the cost would be too high and ice cream of almost all flavors is produced in the USA.  There are even stores that produce their own ice cream or have it made for them.  

The best way to learn quickly about the market for a product is to ask importers of that type of product if they would like to speak with a possible new supplier.  If several say that they would not be interested, the prospects for doing business are probably not good.  It is important to contact several potential customers, not just one or two, because some importers will say “no” to try to discourage new suppliers who might compete with them.  

Economic aspects

The last of the quick feasibility tests has to do with the profits that might come from the business.  Profit is a function of the selling price, memos the cost, multiplied by the projected sales volume.  

The cost figure usually used is the incremental cost of producing more units for export.  This will usually be lower than the overall average unit cost.  The price is what one will probably be able to charge for the product.  It is common to express both cost and price at the point of loading it on a ship or plane.
In many cases, when one does this calculation, the cost is higher than the price that will probably be received.  Then, you will have to see if it’s possible to reduce the cost, sell for a higher price or lower the cost of the transportation.  If none of these can be done, the export business will not be feasible.  

You can put one more element in the calculation – a sales forecast.  Then, multiply the expected gross margin per unit by the projected volume.  For example, suppose your factory has 100,000 units per year for the U.S. market.  The cost at the port of lading is $10.00 per unit, and your importer will pay $11.50.  Then the expected profit will be $150,000.  This might, or might not, justify the work required to develop exports of the product.
Finally, it’s important to take into account any incentive your government gives to exporters.  For example, there might be program to reimburse customs duties paid on imported parts or materials that are used in products for export.  This reimbursement will effectively reduce the cost of your product.
Guide for a Brief Study of the Market

If an export project seems to be feasible, you can move on to study the market, not in great depth but enough to be able to decide how to move forward.  The main topics that should be included in this type of study are as follows:  

· The competition and prices
· Trends and segments of the market

· The quantity you are thinking of exporting

· Characteristics of the products and packaging

· Certifications you should obtain
· The distribution system to be used
· The most cost-effective methods of promotion
· Government Regulations with which to comply
· The transportation and physical distribution system that should be used.  

Competition and Prices

It is rare for an exporting company to arrive in the U.S. market with a product that is completely new.  There is nearly always competition.  To get information about your competition, the easiest way is to visit stores and supermarkets where similar products are sold and record the brands, sizes, producing or importing companies and selling prices.   Since the store buyers have surely been offered other brands, which you won’t see on the shelf, it will be very helpful to talk with them about your competition.  
If it turns out that your prices will be higher than the others, it will probably be very hard to export.  Also, if the average of selling prices to the public, less markups in distribution channel will not leave you a good profit margin, the business may not be viable.  

As a result of this analysis, you may be able to position your product and its price, as to minimize the number of brands with which you compete directly.  

Market Trends and Segments
Markets are always changing.  The most important trend is whether or not the consumption and imports of a product are growing.  Information on consumption can be obtained in reports of trade associations or of the U.S. Department of Commerce, while statistics on importing are available on the Internet at www.usitc.gov.  As an example, about 15 years ago, cigars were fashionable in the United States.  Then, the fad passed and consumption as well as imports fell so much that today is very hard to enter this market.  

Another type of trend relates to product characteristics that the public demands.  Several years ago, almost the only type of papaya that could be sold in the U.S. was the "Solo" variety, mainly from Hawaii.  Little by little, the market has opened for almost any type of papaya.  Now days, the "Caribbean Red" is found in nearly all supermarkets in the east and attracts Asian, African, Caribbean, and Latin American as well as mainstream clients.  

Quantity to Export

There are important decisions, like the distribution system that should be used and the likely viability of a business, that depend at least partly on the quantity you plan to export.  In the case of a small business that wants to sell in the United States, the constraint is usually the quantity it can produce or will have available for the market.  This figure can be hard to determine because it is affected by the quantity that will be sold in the local market.  In many cases, it will be possible to increase production by working two or three shifts per day or expanding the plant and adding equipment.  Unfortunately, these measures normally increase unit cost, and that affects the volume of sales.  

In other cases, the constraint is the market.  There may not be a market for the product, or the market might be taken by one or more competitors. For a new supplier to be successful, he must take a share of the market from one or more competitors or enlarge the size of the market.  Both of these measures are expensive to implement.  

Therefore, preparing a forecast of sales is complicated.  Many companies simply determine how much they would like to sell and make those figures their objectives, using them as a basis for their market entry plans.  

Characteristics of the Products

Normally, products made abroad are not ready to sell in the USA.  They might not comply not with the standards of design, content, formulation, type or size of the container, or labeling regulations.  With relation to processed foods, the major cause of rejection by authorities is violation of labeling laws.  

It is always useful to compare a product with those of competitors to find ways of improving it, satisfying legal requirements or making it fit better into the business systems of middlemen or the behavior of consumers.  For example, most middlemen prefer square bottles to round ones because they can ship and stock more in the same amount of space.  Then, one should send or show product samples to two or more import, wholesale or retail buyers and ask for their opinions.  

This is important because. if you try to launch product that is not ready for the market, you will probably fail.  That will result in an unnecessary expense of time and money and will probably damage the image of your company, which will make your job harder if you try again with an adequate product.  It will be harder for you to convince an importer to work with you.  

Certifications

The importance of having a product certified has grown enormously in the last 20 years.  Fresh products require phytosanitary certificates, and processed goods require sanitary certificates.  These are normally emitted by an agency of the government of the exporting country. 
In addition, one must follow Good Agriculture Practices or Good Manufacturing Practices and, for some products, HACCP (Hazard Analysis at Critical Control Points).  In the United States certificates of these are not required, except of HACCP for some products, but when a business does not follow these practices it is often obvious.  Besides, it’s good to be prepared for new requirements that may come in the future.  

Also, it is easier to sell a product if is certified as Natural, Organic, Fair Trade, Kosher or Halal.  There are other certifications offered by a variety of organizations.  One should consider each type of certification and to do a brief analysis of the cost of obtaining and the likely benefit.  An example is a brand of hearts-of-palm from the country of Guyana.  It entered into a very competitive market but had the advantage of having, for a while, the only brand of palm hearts that was certified organic.  Later, a Bolivian company found a market niche by exporting one of the first brands of palm hearts that was certified Kosher.  

System of Distribution

Distribution systems change, sometimes slowly and at other times quickly.  Now for several years, we have seen a trend to shorten the channels.  Other important trends are the growth of the superstores and of sales on the Internet.  

It is important to know, for your product, the normal system of distribution in the United States and the most logical alternatives.  For example, fresh produce usually goes from the exporter to a broker, who sells to chains of stores and restaurants as well as to distributors, who in turn sell to stores and restaurants.  Nevertheless, some store chains do direct importing of some products, usually those that have very high turnover.  

Processed products normally go from the exporter to an importer, who sells them to wholesale and foodservice distributors that resell them.  Nevertheless, there are many direct sales from importers to ethnic and multi-ethnic retail stores
Distribution channels can be are identified in market studies, and these can be bought or sometimes obtained free of cost, or by contacting people who are involved in marketing your product.  Also, this type of information can be obtained easily by attending a major trade fair or exhibit.  

Methods of Promotion

Since the most qualified people and companies that market products in the United States are sought by many exporters, they can usually insist that the exporter help with promotion of sales.  The types of promotion that are used vary a lot and can include the payment the "slotting faiths" of some supermarkets, shipping a box of the product free, at the beginning, with each 10 or 12 boxes that are ordered, helping paying for radio advertising, participation in trade exhibits, etc.  

Promotion is more important for processed foods than for fresh produce, and the method that is used varies according to the type of the product.  What is important is to try to determine which type of assistance would influence an importer or distributor to handle your product line and to see if you can offer that assistance.  This idea is mentioned again in the section on the Promotional Package.  

Governmental regulations 
In almost every export market study, much attention is given to the subject of governmental regulations.  One must look at the regulations of the Customs authority, such as marking the name of the country of origin, and also those that are the responsibility of USDA/APHIS, USDA/FSIS (Food Safety inspection Service), USDA/VS (Veterinary Services), FDA (product sanitation, labeling, and the law against the bioterrorism), EPA (Environmental Protection Agency), which regulates residues of pesticides, and the CPSC (Consumer Products Safety Commission.  

In some cases, there are also state or local regulations on the distribution of a product.  This occurs often with regard to alcoholic beverages.  
Your export promotion agency will know of most of these regulations.  Also they are found the book, Importing to the United States, which is on the Internet at the following address: 

http://www.usitc.gov/trade_remedy/731_ad_701_cvd/investigations/customs_importation_guidelines.pdf.
A type of regulation that is always important is the tariff code, which is known as the Harmonized System.  Most products from most countries now enter the United States free of duty, but there are many exceptions.  With a little practice, one can find duties on most products on the website, www.usitc.gov.  Besides knowing the duty your importers will have to pay, you might want to look at the level of duties from countries with which you will be competing.
Transportation and Physical Distribution

Finally, in doing market research it is important to know how your kinds of products are normally shipped to the United States.  Some kinds are usually sent for plane, others by ship, and in some cases by land through Mexico or Canada.  

In the case of canned vegetables, for example, the normal procedure is to pack them in 15 ounce (425 gram) net weight cans, with 24 units per box.  If the client does not need them palletized, 1.700 boxes can be loaded into a 20 foot container.  If they are palletized, the number is smaller and the unit cost of shipping is higher, but handling is less expensive.  

In the United States, if the importer acts also as the distributor, he will have a warehouse where he keeps the product in inventory, provides insurance and keeps an accounting of boxes entered, in storage and shipped to buyers. 

In some cases, the exporter acts also as the importer of the product.  Then, he will hire with a customs broker to clear the merchandise through Customs and send it to a private warehouse, which may be called a "fulfillment center".  An agent or employee of the exporting firm will sell the product and send the orders to the warehouse, from which the product is dispatched.  

Preparing to enter the American Market

When you have finished a study of the market, there are some preliminary steps to take before you try to make sales.  Launching the product on the market without completing these steps will probably result in a loss of money, time and interest in exporting.  In the worst case, you might harm the image in the importing country of businesses of the exporting country.  

The steps described below are these:  

· Determine the classification and code
· Identify marketing partners

· Prepare product specifications
· Prepare a price list

· Prepare a sales presentation
· Formulate a promotion package

Determine the Classification and the Codes

Although it seems simple, it can be hard to determine the classification and the code of a product in the United States.  This is especially true for combinations of products as, for example, mixtures of nuts and dehydrated fruit.  In other cases, the product will be traded so rarely that it will not have a number in the Harmonized System of product classification and coding.
In difficult cases, you can ask an exporter or importer of the product which classification he uses.  If this it is not possible, the best option is to contact a Customs inspector in the port of entry that you plan to use.  These experts almost always know the correct classification.  In the rare cases when this method does not work, one can consult with a National Import Specialist (NIS) at Customs in New York City.  You’ll need to send a good description of the product and also a sample.  A decision is usually given in less than a month and is valid in all ports of entry into the USA.  

For products that are regulated by the FDA, there is another code that must be entered in the Customs Declaration.  A complete description of these codes can be found on the Web at: https://www.access.fda.gov/pn/html/help/Product_Code.htm.  Also, the FDA has what is called a "Product Code Builder," at www.accessdata.fda.gov/scriptS/ORA/PCB/PCB.HTM, and it has a tutorial on how to use the Code Builder at www.cfsan.fda.gov/~pn/pcb-tut.html.  Nevertheless, the easiest is for the importer to ask the customs broker to obtain the FDA code FDA for each product.  As any service, there is a cost.  

Identify Marketing Partners
From the market study, you should have determined which type of commercial partners to work with (normally an agent or importer) and probably identified some of them.  Now, you must decide which ones to contact and prepare to contact them.  You need to find a one or more marketing partners who are capable and honest and who want to do business with you.  

Normally, the best way to identify potential importers is to ask wholesalers and retailers from whom they buy products similar to yours.  Any importing companies that are named become possible clients for you.  
There are some published sources of information that help in qualifying importers of fresh produce.  These are The Red Book and The Blue Book, and most export promotion organizations have one or the other.  For importers in general, you can consult to the Directory of United States Importers in the commercial office of the United States embassy.  Also, there is considerable information on the World Wide Web.  

Before beginning to do business with an importing company, if you have any doubt about its honesty and financial status, you might want to buy a credit report.  These they are sold by several businesses, mainly Dun & Bradstreet International, which is on the Internet at www.dnb.com.  You can pay with a credit card, and the report is delivered instantly.  

Preparing Product Specifications

Any importer you contact will want to see the specifications of the product.  What is included in these various with the product and the type of buyer.  For example, a feeding program for children wants the white bread to meet these criteria:  

From enriched flour, must contain 62 percent total solids, weight of each slice must be 28 grams or one ounce. Loaf:  Sleeping car Sandwich sliced—16 slices per pound.  

Another example is the standards for different qualities of honey, which are published for the USDA.  The document is 12 pages long and is on the Internet at http://www.honey.com/downloads/exhoney.pdf.  

A business that sells canned strawberries says only the following thing:  

Specifications:  
14% - 17% in light syrup use E124 or E129 
a) 410g tin dw.160g 
b) 820g tin dw.320g 
c) 6 / 3000g dw.1200g

The important thing is to know which specifications buyers of your product want and prepare a document that provides this information.
Preparing a price list

Pricing is complicated in international trade.  Normally, each party to a transaction wants the other to be the first to propose a price.  Still, having a price list assures the client that he will not be asked to pay an extravagant price.  Also it gives the impression that the exporting business is well established.  

Unless you have a warehouse and sales office in the United States, prices are normally quoted FOB Port or Airport.  If you exhibit in a trade fair in the United States; however, you should have prices CIF American port or even delivered to the importer’s warehouse.  

The currency of payment for U.S. imports is almost always the American dollar.  If you are concerned about losing money in your currency, because of devaluation of the dollar, you can propose a price that is the dollar equivalent of a certain amount of your currency.  Alternatively, you can ask for payment in Euros.  Many companies will agree to this.  Techniques such as selling dollars on the forward or futures market are hard for small companies to use.
A price list should be simple and can include notes with relation to, for example, volume discounts and conditions of payment.  Most exporting businesses do not send this document on the first contact with a possible client, but they have it available in case the client asks or for when there are personal meetings.  

Preparing a Sales Presentation
When a salesperson speaks with a possible client, either by phone or in person, he should have a written summary of what he is going to say in the order in which he probably will say it.  Many times, this is prepared as a presentation book or Power Point presentation.  If it is in Power Point, one can show it on a computer or to send it over the Internet.  

Normally, this type of document includes key details on the business and its products.  Also, it emphasizes the advantages to the client of placing his order with the exporting business.  Some presentations include product specifications and prices, but it is more common to leave them as annexes or as separate documents.  

Formulate a Promotion Package

This part of your preparation to sell is often decisive.  It can help you make a sale when, without it, the buyer would reject even a very good offer.  

In offering a promotional package, the exporter recognizes that his work does not finish when the product is loaded on a ship or airplane.  He recognizes also that, if its product does not pass through the distribution channel and into the hands of the final consumer, the first sale will also be the last one.  

With fresh products, the most common type of promotion is a special offer – a temporary low price that lets stores and supermarkets sell a little cheaper, for a limited time period, and encourages them to announce the product in their weekly bulletins.  Another common method of promotion is to place a seal on each fruit or vegetable with the producer’s name of mark.  If the country of origin is included also, it helps in compliance with the new law that is known as COOL (Country of Origin country Labeling Law).  

With processed products, the range of promotional techniques is much more extensive.  In the beginning, the exporter must almost always provide a certain quantity of the product free of charge.  If for example, a distributor wants to place a new brand in a chain of supermarkets in Miami, Florida, he will have to provide the first boxes to a price of zero and, in addition, pay what we call "slotting fees," to obtain shelf space for a limited period of time.  In addition, the distributor may have to give other boxes of the product for tasting sessions and perhaps help of other ways.  The distributor nearly always asks the exporter to help pay those costs.  

This promotional support only guarantees that the stores will put the product on the shelf once.  If it does not sell well, any stock remaining will be returned and the item will be replaced by another brand.  To try to avoid this, some exporters cooperate with their distributors in paying the cost of radio or newspaper advertising, and/or some other type of publicity.  

When you contact an importer for the first time, you can ask for the type and amount of promotional support he will require.  Then, when you are ready to sell, you will be able to offer a promotional package that will attract him. 

Conclusion

Thousands of businesses want to sell in the United States, and many manage to do it.  The ones that are successful are, generally, those that follow a process similar to that which is described above.  Also they have very good quality control, excellent business managers, and financial resources that are adequate to support their export activities.  
