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THE GLOBAL ENTREPRENEUR — MARKET ENTRIES

The decision of how to enter a foreign market can have a significant impact on the results.
Expansion into foreign markets can be achieved via the following four mechanisms:
Exporting
Licensing
Joint Venture
Direct Investment

Exporting
Exporting is the marketing and direct sale of domestically produced goods in another country.
Exporting is atraditional and well-established method of reaching foreign markets. Since
exporting does not require that the goods be produced in the target country, no investment in
foreign production facilitiesis required. Most of the costs associated with exporting take the
form of marketing expenses.
Exporting commonly requires coordination among four participants:
- Exporter

I mporter

Transport provider

Government

Licensing

Licensing essentially permits a company in the target country to use the property of the licensor.
Such property usudly isintangible, such as trademarks, patents, and production techniques. The
licensee pays a fee in exchange for the rights to use the intangible property and possibly for
technical assistance.

Because little investment on the part of the licensor is required, licensing has the potential to
provide a very large ROI. However, because the licensee produces and markets the product,
potential returns from manufacturing and marketing activities may be lost.

Joint Venture
There are five common objectives in ajoint venture: market entry, risk/reward sharing,
technology sharing and joint product development, and conforming to government regulations.
Other benefitsinclude political connections and distribution channel access that may depend on
relationships.
Such alliances are often favorable when:
= the partners strategic goals converge while their competitive goals diverge,
= the partners size, market power, and resources are small compared to the industry
leaders; and
= partners are able to learn from one another while limiting access to their own proprietary
skills.
= jtisalso essentia that the respective roles of the partners and the management structure
are clearly defined at the outset (Dr. Laurence Leigh)
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The key issues to consider in ajoint venture are ownership, control, length of agreement, pricing,
technology transfer, local firm capabilities and resources, and government intentions.
Potential problems include:
- conflict over new investments

mistrust over proprietary knowledge

performance ambiguity - how to split the pie

lack of parent firm support

cultural clashes

if, how, and when to terminate the relationship

Joint ventures have conflicting pressures to cooperate and compete:
- Strategic imperative: the partners want to maximize the advantage gained for the joint
venture, but they also want to maximize their own competitive position.
The joint venture attempts to develop shared resources, but each firm wants to develop
and protect its own proprietary resources.
The joint venture is controlled through negotiations and coordination processes, while
each firm would like to have hierarchica control.

Foreign Direct Investment

Foreign direct investment (FDI) is the direct ownership of facilities in the target country. It
involves the transfer of resources including capital, technology, and personnel. Direct foreign
investment may be made through the acquisition of an existing entity or the establishment of a
new enterprise.

Direct ownership provides a high degree of control in the operations and the ability to better
know the consumers and competitive environment. However, it requires a high level of resources
and a high degree of commitment, since this strategy also represents the highest potential risk
since one has more at stake if things go wrong.
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THE GLOBAL ENTREPRENEUR —ENTRY COMPARISON

Mode Conditions Advantages Disadvantages
Limited sales potential in
target country; little product Minimi i and Trade barriers &
adaptation required MINIMIZES TI<an tariffs add to costs.
e Investment.
Distribution channels close eed of ent Transport costs
Exporting || to plants f‘/lp .mo. en ryal _ Limits access to local
High target country aximiZes Scale, information
. uses existing .
production costs facilities Company viewed as
Liberal import policies ' an outsider
High political risk
Import and investment
barriers Minimizes risk and Lack of control over
Legal protection possiblein i vestment use of assets.
Li : target environment. Speed of eﬁtr Licensee may become
ICENSING 1 | o sales potential in target Ableto ci y i competitor.
country. r adi k?afrlirecrimven Knowledge spillovers
Large cultural distance High RO License period is
Licensee lacks ability to g limited
become a competitor.
Import barriers
Large cultural distance Overcomes Difficult to manage
Assets cannot be fairly ownership restrictions| <., .- -
) : Dilution of control
priced and cultura distance .
. , . Greater risk than
Joint High sales potential Combines resources i
oin o) . : exporting a &
Some political risk of 2 companies. licensin
Ventures | Goyernment restrictionson || Potential for learning Knowle%l o spillovers
foreign ownership Viewed as insider g€ =p
. . Partner may become a
Local company can provide || Lessinvestment competitor
skills, resources, distribution || required P '
network, brand name, etc.
Greater knowledge of | Higher risk than other
Import barriers local market modes
. Small cultural distance Can better apply Requires more
Direct Assets cannot be fairly specialized skills resources and
Investment || priced Minimizes commitment
High sales potential knowledge spillover || May be difficult to
Low political risk Can be viewed asan || manage the local
insider resources.
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THE U.S. COMMERCIAL SERVICE —OVERVIEW

United States Department of Commerce (USDOC)

|
International Trade Administration (ITA)

|
United States Commercial Service (USCYS)

I
National Field Support Team (NFST)

USCS— Reference: [*4B]
NFST - Reference: [€ 9]

Thisisscurrent client of minel The US Commercial Service: An Overview
Founded in 1980

The U.S. Commercial Service (USCS) is a Commerce Department agency that helps U.S.
companies, particularly small and medium-sized businesses make sales in international
markets.

The agency's network includes 107 U.S. Export Assistance Centers throughout the
country, and more than 150 offices overseas.

Last year, the U.S. Commercial Service facilitated over $23 billion in U.S. exports, and
conducted nearly 150,000 counseling sessions with American companies.

The International Trade Administration (ITA) isasub-set of the USCS, which seeks to
counsdl individual companies on global markets.

The US Commercial Serviceisthe premier global business solutions provider of the Departmert
of Commerce. The USCS is a dedicated global organization committed to achieving 100%
customer satisfaction. The USCS strives to provide exceptional customer service: meeting and
exceeding client expectations and cultivating repeat and loyal customers.

The USCS provides flexible and comprehensive products and services. The USCS seeks to
constantly improve client service to deliver a consistent and quality experience for each and
every US Commercia Service client.

The USCS empowers its staff by providing the necessary tools to act quickly to resolve client
complaints. Thisis their commitment to the client, both internally (fellow colleagues and
employees) and externaly (U.S. companies, trade associations, foreign buyers, State
organizations).
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| TA ORGANIZATIONAL STRUCTURE - NOTATED

U.S. DEPARTMENT OF COMMERCE
INTERNATIONAL TRADE ADMINISTRATION
WORK REFERENCE CHART
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Source: US Department of Commerce

Reference: [ 3]

Author’'s Note:

| have worked with the USDOC for almost a decade
now. On alocal level, with the US EAC — Phoenix,
AZ and on a national level with the NFST —
Washington, DC.
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PROCESSSTEPSTO WORKING WITH THE ITA

The market for servicesin the U.S. has been growing at a significant rate in recent years. The
international market for services has exhibited an even stronger growth rate, providing
opportunities that many larger services firms have pursued with great success. These facts have
prompted many small to medium-sized firms to ask the question: How do | go globa ?

There are five basic steps that will help a services firm get its first exporting venture off on a
smooth, orderly course:

1. In order to determine whether the firm should pursue international clients, one must
assess the export potential of the firm;

2. If the resources and commitment are there, the next step in the process is to seek and
obtain expert counseling;

3. After the firm has taken advantage of the counseling that is available, it must then
select markets that it considers "idedl;"

4. The firm has to formulate anexport strategy; and

5. Finally, the firm must select a selling technique for the services offered.

Reference: [ 1]

Assess the Export Potential

Since exporting requires an extension of a firm's resources, it is important that you first assess
your export potential. This assessment should include alook 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. The U.S.
Department of Commerce (USDOC) can help U.S. firmsidentify their strengths and weaknesses
in a systematic and objective way by means of its Business Counseling Program. International
trade specialists can provide a preliminary view of afirm's organizational and services strengths.
It is, however, only afirst step in an in-depth examination of a firm's export potential. The
program addresses five aspects of afirm and its services: its business background; its motivation
for going international; top management's commitment to exporting; an assessment of services
strengths; and an assessment of market-specific strengths.

Obtain Expert Counsdling

A logical starting point to get expert counseling and assistance is through the Trade Promotion
Coordinating Committee (TPCC). This organization is made up of the nineteen federal agencies
that serve American exporting businesses. The TPCC established the Trade Information Center
(TIC), a"one-stop" source for information regarding exporter-assistance programs. By dialing a
toll- free number, 1-800-USA-TRADE, firms can receive detailed information on the export
resources and programs provided by the federal government. Also, the TIC will send, free of
charge, aguide, Export Programs. A Business Directory of U.S. Government Resources.
Another viable starting point for counseling is the nearest U.S. & Foreign Commercial Service
(U.S. & FCY) office of the International Trade Administration (ITA), U.S. Department of
Commerce.
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There are eighty-four U.S. Export Assistance Centers (EACs) in cities throughout the U.S. and
Puerto Rico. Trade specialists are located within the EACs — these offices will provide export-
counseling staff, these EACs offer assistance as well as brief the firm on export programs and
services. The export assistance centers are part of a global network of U.S. & FCS offices. The
U.S. & FCS offices overseas are located in the Commercia Sections of the U.S. Embassies and
Consulates in sixty-nine countries around the world. These overseas posts seek trade/investment
opportunities to benefit U.S. firms and provide direct export assistance as well.

There are two other elements of ITA that provide sources of counseling. The industry officersin
Trade Development (TD) are assigned responsibility for specific business sectors and provide
information regarding industry analysis, trade policy and trade promotion issues. The country
desk officersin Market Access and Compliance (MAC) stay abreast of their assigned country's
overall economy and trade policies as well as U.S. policies toward that country.

Select Markets

The firm must select markets it considers "ideal" to initiate its export activities. One of the best
single resources for accomplishing this is the National Trade Data Bank (NTDB). Updated
monthly, the NTDB contains information regarding basic export information, industry-specific
information, country-specific information and industry-country information. The NTDB can be
accessed at hundreds of Federal Depository Libraries around the country or is available by
subscription in a compact disc read-only memory (CD-ROM) format. Publications contained in
the NTDB that are of great utility to services exporters include Country Commercial Guides,
Best Markets, the World Factbook and Key Officers of Foreign Service Posts. The NTDB also
holds hundreds of specific market research reports covering a multitude of topics, as well asthe
Foreign Traders Index (FTI), alist of foreign firms that have expressed an interest in working
with U.S. exporters.

Formulate An Export Strategy

The firm must now formulate an export strategy. This strategy should identify and correlate at
least four factors that jointly determine the best method of export expansion: the firm's export
objectives, both immediate and long term; specific tactics the firm will use; scheduling of
activities, deadlines, etc., that reflect chosen objectives and tactics, and allocation of resources
among scheduled activities. The marketing 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. This activity requires good business
judgment on the part of the firm as it develops and implements a sound exporting venture.

Counseling can assist the firm's management to focus on its objectives but the final decisions fall
on the executives of the firm. A publicationthat may assist in this element of the exporting
process is Services. Export of the 21st Century. This book contains awealth of information
regarding the specifics of exporting services and can be ordered from the Northern California
District Export Council. (Affiliated with the San Francisco EAC).
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Select A Selling Technique

Alternative selling techniques for services firms include, for example, project consultancy,
electronic commerce, subcontracting, establishing a branch office, or affiliating with a firm
aready established in the market. For many small firms, affiliation is frequently the most viable,
given the cost effectiveness and rapidity with which it can be accomplished. Also, the foreign
affiliate can provide instant market exposure and market research as well as potential clients. A
number of U.S. Department of Commerce programs and services are available to assist services
firmsin their exporting endeavors. Y ou should contact your local EAC to obtain more
information or request any of the programs or services mentioned below.

There are several ways to identify potential affiliates. One way isto use the NTDB and its
Foreign Traders Index (FTI). The FTI isalist of foreign firms that have approached aU.S.
embassy or consulate to request assistance in obtaining information on American services firms.
The firms are listed in the Index by identifying characteristics such as country in which the firm
islocated or the service sought. The Agent/Distributor Service (A/DS) is a customized search for
interested and qualified foreign representatives. The embassy or consulate will identify up to six
foreign prospects that have examined the American firm's literature and expressed interest in
representation. The Gold Key Serviceis a custom-tailored service for U.S. firms planning to visit
acountry. Offered by many overseas posts, it combines several services, such as market
orientation briefings, market research, introduction to potential affiliates or clients, an interpreter
for meetings and assistance in developing a sound market strategy and an effective follow-up
plan.

The Customized Market Analysis (CMA) offers a quick, accurate assessment of how your
services will sl in a given market. This custom-tailored market research provides firms with
specific information on marketing and foreign representation for their services in selected
countries. Interviews or surveys are conducted to determine overall marketability of the services,
key competitors, and price of comparable services, trade barriers, possible business partners and
applicable trade events. The International Company Profile (ICP) is a customized report that can
be used in evaluating potential affiliates as well as clients. It is developed by the overseas posts
and includes background information, standing in the local business community, bank references
and overall reliability and suitability. Except for the export counseling, there are fees for USDOC
programs and services.

Summary

There is a host of techniques and avenues of approach that an interested U.S. exporter may
follow. From publicly available information through universities, libraries and the U.S.
Government to privately held research institutions and consulting firms.

The interested U.S. exporter must be aware of their strengths (manufacturing and/or services)

and even more acutely aware of internal needs (exporting to direct investment) when using such
services.
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CASE STUDY #1 (ACTUAL)
MOORHILL INTERNATIONAL GROUP, INC.

Company Overview: Using my own company (Moorhill Interretional Group, Inc.) as atest
case, | have been through the process of both using the ITA as a sounding board for ideas as well
as having it as an active client. Below is a partia listing of the several services| have used
throughout my time with the ITA, specifically, when | was searching for an international
“partner” with which to expand my own ISO consulting and training company within the UK.
These were the services | utilized.

Counsling:

If one desires to increase export sales and enter new international markets, use the U.S.
Commercia Service export counseling service. Trade specialists in more than 100 U.S. cities and
80 countries provide in-depth export consulting and customized business solutions. Its trade
specialists near you work directly with their team of experts overseas in getting one the
information and advice that one has requested.

Market Research Library:

Accurate, up-to-date information lets one target the best international markets. Their
comprehensive market research includes overviews on doing business in more than 120 countries
and profiles of 110 industry sectors. One can also get updates on new regulations, currency
fluctuations, business trends, and government-financed projects. Much of this research is
available at no charge.

Gold Key Service (GKS):

Appointments: Knowledgeable Commercia Service trade specialists contact and set up
appointments — typically four per day — with the contacts you need to do business with. Access a
broad cross-section of contacts including potential agents and distributors, major end-users, key
government officials and other important contacts. With the U.S. Embassy and consulate making
your appointments, you will be sure to meet the right people at the right levels.

Cost-effective: The fee is $600 for the first day, and $300 for each additional day at al five
posts. $300 is non-refundable for cancellations. Interpreters, trandation services, cars and drivers
are charged separately according to market price and paid directly to the service provider.

Embassy Briefing: To take full advantage of your trip, the Commercial Service provides an
Embassy or a Consulate briefing to give you tips on doing business locally and an overview of
the local business environment. We will aso introduce you to awide variety of services,
research reports and other resources to help you get timely, relevant information on the local
market. Embassy and consulate staff, however, will not normally accompany you to your
meetings.
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The Gold Key Serviceistailored to individual needs: State your specifications clearly:

* Find sales representation » Agents & distributors

» Gauge the market * End users/potential customers

* Assess the business environment * Producers, trade associations

» Explore ajoint venture » Government officials

» Gauge regulatory requirements * Bankers, consultants, lawyers

* Assess the competition * US business people/joint ventures

Reference Ste: [ ]

Each U.S. Embassy and/or Consulate has a Commercia Service which may provide the Gold
Key application package and step by step instructions. It requests six weeks lead-time from the
time all materials have been received. Please take note that each post is solely responsible for its
own specific Gold Key Service.

Visa application: Please note that USCS does not give assistance in visa application. A visa can
be obtained conveniently at most foreign Embassies and/or Consulates located within the U.S.

Company Summary: (Moorhill International Group, Inc.)
# SO Training & Consulting
4+ 1SO 9001 (QMS) & 1SO 14001 (EMYS)
Auditor / Lead Auditor Instruction
» Documentation Courses
* Implementation Courses
* Internal Assessing Courses
* Introduction / Overview Courses
* Basdline Assessment Projects
* Interna (implementation) Auditing Projects

# Internationa Training & Consulting

+ In-Depth Country Analysis
Expatriate / Repatriate Training
Market Entry and Feasibility Studies
Joint Venture Projects
Turn-Key Operations
Product / Service Sourcing
Match-Making Opportunities

* P+ P+ ¢+
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ISO Consulting

Int'l. Consulting

5%

ISO Training
20%

0,
70% Int'l. Training

5%

# Resident Capabilities

*

*+ ¢+ * P+ e e

Marketing / Management
Logistics/ Operations
Engineering / Support
Trandation / Interpretation
CAD/CAM / Pro E
Networking / Sourcing
Confidentiality

#  Successful Country Cases

&+

L
*
L

Japan / Sweden

United States/ England
Canada/ Mexico
France/ China

#  Successful Regional Cases

*

*
L
*

Far East Asia (Pac Rim)
Europe (EV)
Scandinavia (EFTA)
North America (NAFTA)

North America

Scandinavia
5%

70%

Far East
15%

Europe
10%
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CASE STUDY #2 (FACTUAL)
A “VIDEO” GOLD KEY PROJECT

(Whedling, WV) Selling Westernstyle clothing in Calgary, Canada may be like selling coal to
Newcastle, but Lariat Leathers roped in a new customer without setting foot in the province.

Sam Kosanovic, president of the company that manufactures high-end Western-style leather
apparel, made the sales pitch last Wednesday (June 28) during a videoconference technology
pilot project organized by the Department of Commerce’'s U.S. Commercial Service (USCS).

The sale was made to Barry Lammle of Boutique of Leathers and Lammle’'s Western Wear, two
chain stores in Alberta. Lammle and Kosanovic watched each other on computer monitors and
discussed convenient dates to talk about future orders. Lammle ordered $6500 worth of Lariat’s
leather jackets to test market during next month’s Calgary Stampede, the busiest time of the year
for the western wear sellersin Alberta

"This experience has been really terrific,” said Kosanovic's son, Sam, who participated in the
video meeting. "We would not have known about this opportunity in Canada without using this
service."

The service is caled aVideo Gold Key (see explanation below) and is offered to U.S. businesses
by the Commercia Service, which has officesin 105 U.S. cities and in more than 100 cities
around the world. Explains David Kotler, manager of the Commercial Service's Wheeling
Export Assistance Center, "We work with our international offices to find qualified buyers for
U.S. products.” When a buyer expresses an interest, a video meeting is offered as a way of
getting acquainted and discussing terms without the need of a costly business trip, although a
visit may be necessary later.

Said Kotler, "Often these meetings help move the parties closer to a deal, but sometimes, asin
the case with Lariat Leathers, they result in asale. This service is a great way for West Virginia
companies to overcome some of the barriers they have traditionally faced when trying to enter
foreign markets."

First District Congressman Alan B. Mollohan, who has worked with the Commerce Department
to establish programs at Wheeling' s Export Assistance Center, said the Video Gold Key isan
important way to help West Virginia Businesses unlock the door to new markets.

"I’m pleased that the Video Gold Key program has led to new sales for Lariat, and congratulate
both the company and the U.S. Commercial Service on their collaboration. | look forward to
more success stories, like this one, as more and more of our companies sell their products to
overseas customers,” Mollohan said.
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The Video Gold Key is part of the Commercial Service's Rura Export Initiative (REI), which
seeks to get more rural U.S. companies involved in global commerce. REI helps rura firms
overcome potential disadvantages of distance using electronic commerce and technol ogy- based
services such as virtual trade shows and market briefings via teleconferencing. As part of its
commitment to serving rural firms, the Commercia Service has established 18 Export Assistance
Centersin rural aress.

VIDEOCONFERENCING FACILITIES

Would you like to talk with a commercia officer globally without having to take the 13- hour
flight? Need to make a meeting with an international buyer, but can’t get away? The state-of-the-
art videoconferencing facilities in the worldwide network of over 200 domestic U.S. Export
Assistance Centers and international locatiors, can offer one a cost-effective and timesaving
aternative to long-distance travel.

While the USCS aways encourages U.S. exporters to conclude advanced negotiations on-site,
USCS Worldwide offers U.S. Government and U.S. exporters this opportunity to meet ‘virtualy’
face-to-face with potential buyers and partners, discuss business opportunities, conduct
interviews and gain valuable insight in the local market, before they even decide to leave their
home towns.

Fees. Depending on the level of service you require, use of USCS videoconferencing facilities
can incur nominal site charges as well as line-use charges, should the ISDN call be initiated from
overseas. Standard set-up fee: $150 (flat rate), Standard hourly rate: $50 per meeting hour, and
ISDN Line Charges from overseas: Line charges are based on actual local telecom rates and may
vary from post to post. The following line charges, for example, apply in Beijing.

Speed: 128k 256k 384k
Charge: $2.50/min $5.00/min $7.50/min
Reference Site: [°]

Video Market Briefings — Offered to U.S. Government and groups of U.S. exporters through the
U.S. Export Assistance Centers, such as Phoenix, to help them gain custom market information
and identify and evaluate key dynamics in the local market prior to formal entry. An important
objective of the Video Market Briefing isto help clients identify and understand the
opportunities and challenges of the local market. A company may submit a short list of questions
in advance on arange of issues including the specific industry, region or market, or competitive
local environment.

Videoconference Hosting — offered to individual U.S. exporters and overseas buyers/investors, to
provide aforum for a meeting, which the company can arrange. The USCS provides the venue,
marginal liaison work and technical support.
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Web Sites:

1) ITA - http://www.ita.doc.gov/

2) NTDB — http://www.stat-usa.gov/

3) USDOC — http://www.commerce.qov/

4) TIC - http://www.trade.gov/td/tic/

5) NOAA - http://www.noaa.gov/

6) USA — http://www.usatrade.gov

7) USEAC - http://www.azexport.com/

Personal Citations:

A) Mr. Frank Woods, Director USEAC — Phoenix, Arizona

B) Mr. Dan Bjerk, Senior Trade Speciaist USEAC — Phoenix, Arizona
C) Mr. David Tumblin, Director NFST —Washington, DC

D) Ms. Kathy DuPriest, Associate Director NFST —Washington, DC
E) Ms. Julie Burch, Associate Director NFST — Washington, DC

F) Ms. Jan Stephens, Associate Director NFST — Washington, DC

G) Ms. Carole Odell, Associate Director NFST — Washington, DC
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APPENDIX A - THE GLOBAL ENTREPRENUER —BOOK
OUTLINE

SECTION ONE BEFORE YOU GO GLOBAL 1

CHAPTER 1. Why Go Global? 3 - Global Mativations 4 - Sales to Other Markets 4 -

Avoid Changing Domestic Conditions 4 - Accessto Lower Cost Structures 5 - Beyond the
Traditional Motivations 5- Exploit Global Presence 5 - Global Money Flows 7 - What About
Small Companies? 7 - Using This Text 8 - The Text in a Course 8 - The Text on Its Own 8 -

CHAPTER 2. When Is a Company Ready to Go Global? 11 - Management Commitment 12 -
What Does Management Commitment Establish? 12 - Product Experience: Understand Y our
Competitive Advantage 14 - Cash Flow 17 - Capacity and Capability to Produce International
Products 17 - Capacity and Capability for Manufacturers 17 - Capacity and Capability for
Service Companies 18 - What Does Not Have to Be in Place Before Going Global 18 -
International Expertise 18 - Language 19 - Will You Need to Visit Foreign Markets? 21 -

CHAPTER 3. Harmonized Codes: Classifying Y our Export Products 22 - Why Harmonized
Codes Are Needed 23 - How the Harmonized System Works 23 - Sections and Chapters 23 -
Headings 25 - Subheading 26 - The Commodity Code 28 - Locating the Correct Harmonized
Code 29 - Obtaining Copies of the Schedule B or HTS 30 - First Step: Check the Index 30 -
Schedule B versus HTS Subheadings 31 - Resolving Difficult Classifications 31 - Seek
Assistance in Classifying Y our Goods 33 - Binding Rulings 34 - Harmonized Code versus SIC,
NAICS, and SITC 34 -

CHAPTER 4. Which Foreign Markets Will Be Successful for Y our Product? 36 - Developing
Indicators Based on Previous Experience 37 - Past Leads 37 - Past Sales 37 - Competitor
Behavior 38 - Domestic Trade Shows 38 - Discussions with Industry Experts 38 - Input from
Customers 39 - Proactive versus Reactive Market Selection 39 - Pitfalls of a Reactive Market
Selection Strategy 40 - Global Assessment: A Proactive Market Selection Strategy 40 - Global
Indicators 41 - Trade Barriers 43 - Tariff Barriers 43 - Nontariff Barriers 45 - Finding Country
Data on Trade Barriers 48 -

CHAPTER 5. Selecting Foreign Markets 50 - Why Rank Markets? 51 - Tool for Selecting
Foreign Markets: An Illustration 51 - Step One: Developing Indicators 53 - Step Two:
Converting the Data into Comparable Indicators 54 - Step Three: Weighing Each Indicator 55 -
Step Four: Analyzing the Results 56 - How to Use Y our Market Selection Model 56 - Using
Models as a Screening Tool 58 - Country versus Market Analysis 58 -
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CHAPTER 6. Sources of International Marketing Data 60 - Primary versus Secondary Data 61 -
Obstacles to Collecting International Secondary Data 61 - Obstacles to Collecting International
Primary Data 62 - Resolving Primary versus Secondary International Data Challenges 62 -
Dealing with Data Problems 63 - Sources for Country/Market Data 65 - STAT-USA and the
National Trade Data Bank (NTDB) 65 - Fax Retrieval Systems/Web Sites 73 - Country Desk
Officers 73 - Private Resources 73 - Industry Data 73 - Where to Go for Industry Data 74 -
STAT-USA 74 - Industry Desk Officers 76 - Trade Associations 76 - Publications, Industry
Journals, and Periodicals 77 - Foreign Phone Books 77 - Networking 77 - Determining Y our
Competitive Position in Foreign Markets 78 - Competitive Information Is No Elixir for Success
78 - The Goal of Competitive International Research 79 - Key Sources of International
Competitive Information 79 - Databases: Public and Private 81 - U.S. Exports by Commodity 81
- PIERS: Port Import Export Reporting Service 84 - Directory of United States Exporters 86 -
United Nations International Trade Statistics Y earbook 87 - Company Information 88 -
Company Literature and Web Sites 88 - Company International Advertising 88 - Industry
Associations 89 - Public Sources 89 - Industry Press 89 - Newspapers 90 - Interviews and Direct
Contact 90 - - Industry Contacts. Press and Advertising 90 - Government Contacts 91 - Foreign
Customers and Distributors 91 - Employees from Competitors 92 -

CHAPTER 7. Two Key Decisions before Going Global 93 - Foreign Market Entry: Direct or
Indirect 94 - Indirect Market Entry 94 - Types of Indirect Exporting 94 - Benefits of Indirect
Exporting 95 - Disadvantages of Indirect Exporting 97 - Direct Market Entry 100 - The
Progression of Direct Entry Modes 100 - Benefits of Direct Exporting 101 - Disadvantages of
Direct Exporting 102 - Choosing between Direct and Indirect Methods 103 - Is It All or
Nothing? 104 - Product Standardization versus Adaptation 105 - Pressures to Adapt Y our
Product or Service 106 - Pressures to Standardize Y our Product or Service 107 - To Adapt or
Standardize? 108 -

SECTION TWO Getting Global 109

CHAPTER 8. Finding Y our Partners for Indirect Exporting 111 - EMCs versus Piggyback
Partners 111 - Finding an EMC 113 - Finding a Piggyback Partner 116 - What to Expect When
Negotiating Contracts with Indirect Partners 117 -

CHAPTER 9. Finding Y our Partners for Direct Exporting 122 - Sales Agent or Distributor? 122
- Sales Agents 124 - Distributors 126 - Pricing Considerations 127 - Agent or Distributor: Which
Type? 127 - To Travel or Not to Travel?. . . That's the Question 127 - Finding International
Customers Only through Research 128 - Research Requirements 128 - Top Ten Methods for
Finding Overseas Agents or Distributors without Travel 131 - Selecting Agents or Distributors
without Travel 139 - Selecting Agents or Distributors with Travel 139 - When to Go 140 -
Arranging Meetings 140 - Do Not Overbook Y our Schedule 141 - The Gold Key Service from
the Commercial Service 141 - Don't Just Visit Buyers 141 - Selecting the Right Representative Is
Like Hiring a New Employee 142 - Issues to Discuss during Meetings 142 - Determine the
Motivation of the Foreign Agent or Distributor 144 - Avoiding the "First Is Best" Temptation
146
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CHAPTER 10. International Business across Cultures 148 - Experiencing Cultural Differences
149 - Understanding Cultural Differences 150 - The Implications of Hofstede's Research 151 -
Putting Cultural Differencesinto Practice 152 - Back to the Dilemma and the Role of Corporate
Culture 152 -

CHAPTER 11. International Pricing 155 - International Pricing versus Domestic Pricing 155 -
Competitive Pricing Calculations 158 - A Case Example: Exporting to Brazil 158 - Analysis of
the Price Difference with the Brazilian Competitor 163 - Analysis of the Price Difference with
the Argentine Competitor 164 - Dealing with International Pricing Concerns 164 - Long-Term
Price Problems 164 - Short- Term Price Problems 165 - Developing a Pricing Structure 166 -

Variable Costing versus Full Absorption Costing 166 - Market Conditions and Competitive

Position 167 - Consistent Pricing between International Markets? 168 - Who Pays What? 168 -

CHAPTER 12. Lega Considerations 171 - Legal Systems 171 - U.S. Legal Considerations 172 -
Foreign Corrupt Practices Act 172 - U.S. Embargoes 174 - Export Controls 174 - Antitrust Laws
175 - Product Liability 176 - Foreign Legal Considerations 177 - Intellectual Property Rights 177
- International Contracts 179 -

CHAPTER 13. Tax and Accounting Issues 182 - U.S. Tax Incentives for Exporters 183 - Foreign
Sales Corporations (FSC) 183 - Interest Charge Domestic International Sales Corporations (1C-
DISC) 185 - IRA-Owned FSCs 186 - Duty Drawback 186 - What Is Eligible for Drawback? 187
- How to Obtain Duty Drawback 187 - Drawback Rates and Dates 188 - Foreign Sales Taxes
(VAT) 188 - Implication of VAT for U.S. Exporters 189 -

SECTION THREE The Mechanics of Going Global 191

CHAPTER 14. Logistics 193 - Intermodalism and Containerized Cargo 194 - Container
Dimensions 194 - Door-to-Door versus Port-to-Port (LCL) Container Service 196 - Air Cargo
Containerization 197 - Noncontainerized Cargo 197 - Understanding Incoterms: The Terms of
Sale 197 - Putting the Incoterms to Use: Five Common Terms 198 - Some Concerns When Using
Incoterms 202 - The Role of Freight Forwarders 203 - Y our Reliance on Freight Forwarders 204
- Choosing a Freight Forwarder 205 - Obtaining an International Freight Quote 207 -
International Logistics Solutions 208 -

CHAPTER 15. Documentation 209 - Export Documents 210 - How to Prepare Documents 212 -
The Basic Nine Export Documents 213 - Quotations 213 - Pro Forma Invoice 215 - Commercial
Invoice 217 - Packing List 218 - The Shipper's Export Declaration 219 - Certificate of Origin
220 - The NAFTA Certificate of Origin 221 - Insurance Certificate 224 - Bills of Lading 224 -
Drafts 226 - Miscellaneous Export Documents 226 -
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CHAPTER 16. Financia Risk, Payment Methods, and Trade Finance 230 - International
Financial Risk 231 - Incomplete International Data 231 - Greater Likelihood of Procedural
Errors 232 - Events Outside the Company's Control 232 - Company Financials Contain Risk 233
- International Transactions: Three Risks 233 - Credit Risk 235 - Political Risk 235 - Foreign
Exchange Risk (FX Risk) 236 - Minimizing International Financial Risk 237 - Minimizing
Credit Risk 237 - Minimizing Political Risk 240 - Minimizing Foreign Exchange Risk 241 -
Financial Tools for Managing Foreign Exchange Risk 243 - FX Tools 244 - Comparison of FX
Tools 247 - International Payment Methods 247 - Cash in Advance 248 - Letters of Credit
(Irrevocable) 249 - Collections (At Sight, or Against Acceptance) 253 - Open Account 254 -
Obtaining Long-Term Financing 255 -

SECTION FOUR Sustaining Global Success 257

CHAPTER 17. Setting a Pace for Y our Export Growth: Assessing Y our Export Progress and
Success 259 - A Model for Assessing Your Initial Global Success 259 - Internal Considerations
261 - Foreign Market Considerations 265 - Product Considerations 269 - Three Cross-Themes:
Resources, Time Frame, and Market Selection Model 272 - Resources 272 - Time Frame 273 -
Market Selection Model 274 - Adding New Markets 274 -

CHAPTER 18. Managing International Channels of Distribution 276 - Expectations of Y our
Customers 276 - Appreciating the Unigque Role of Foreign Representatives 277 - A Product that
Works and a Service that Meets Needs 277 - Good Communication and Service 278 - Lack of
Discrimination 278 - Great Prices 279 - Motivating Y our Channels of Distribution 279 - Playing
the Exclusivity Game 279 - When to Move to Nonexclusive Contracts 280 - Other Methods to
Manage the Distribution Channel 281 - Meeting with Y our Foreign Buyers 282 - Considerations
When Terminating an Agent or Distributor 283 - Direct Marketing versus Direct Selling 285 -

CHAPTER 19. International Advertising, Public Relations, and Trade Missions/Shows 287 -
International Advertising 288 - Modifications to Domestic Advertising 289 - Modifications to
Marketing Materials 289 - Direct International Advertising 290 - Placing International
Advertising 291 - International Ad Copy 292 - Cooperative Advertising 293 - International
Public Relations 295 - PR Activities for the Small to Midsize Company 295 - One Voice, One
Image. . . One Brand 298 - Establish Global Brand Guidelines 298 - Help Foreign
Representatives Achieve Advertising and PR Goals 299 - Trade Missions and Trade Shows 299 -
Trade Shows versus Trade Missions 299 - Basics of a Trade Mission 300 - Why Participate in a
Trade Mission? 301 - When to Participate in a Trade Mission 301 - Considerations When
Selecting a Trade Mission 302 - Foreign Trade Shows 303 - Tips for Success in Foreign Trade
Shows 305 -

CHAPTER 20. Key to Success. A Customer Orientation 312 - Benefits of Effective Customer
Service 313 - Creating Effective International Customer Service: The Role of the Company 314 -
The Initial Baseline: Domestic Customer Service 314 - Meeting the Needs of Y our International
Buyers 315 - Specific Issuesin International Customer Service Programs 315 - The Role of the
Foreign Buyers 320 - Repairs and Product-Related Problems 320 - Using Foreign
Representatives to Consolidate Shipments 321 - Customer Training and Support 321
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CHAPTER 21. Sustaining Success through Clear Communication and Managing Change 323 -
Clear Communication to Y our International Sales and Distribution Network 323 - Establishing a
Feedback Mechanism 324 - Benefits of an International Feedback Mechanism 325 - Feedback
Mechanisms 326 - Responding to Feedback 327 - Managing Change to Sustain Success 328 -
Cash Flow Constraints 328 - Domestic Resources Become Maxed Out 329 - International
Becomes the "Golden™" Department 329 - International Success Creates Complacency 330 -
Drawing Attention from Competitors 331 - Company Becomes Too Dependent on One Market
or Region 331 -

CHAPTER 22. The Internet and International Trade 332 - The Internet: The Dream International
Trade Tool 333 - Specific Advantages of the Internet 333 - Using the Internet to Expand
International Trade 335 - Special Considerations when Using the Internet 336 - Technical
Considerations 338 - The Potential Downsides of the Internet 341 -

CHAPTER 23. Beyond Exporting: Foreign Direct Investment 343 - Why Companies Go Beyond
Exporting 344 - Barriers to Exporting Success 344 - Need for Increased Control and Feedback
345 - Access to Foreign Resources 347 - FDI: A Strategic Framework 348 - FDI Options 349 -
Foreign Sales and Marketing Offices 349 -

Appendix A: Sample International Distribution Agreement 355

Appendix B: The Nine Basic Export Documents: Sample Forms and Instructions 365

Appendix C: The NAFTA Certificate of Origin 387

Index 397

(Foley, Pg. vii)
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