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UNIVERSITY OF MASSACHUSETTS Small Business Development Center

AT AMHERST

School of Management
Amherst, MA 01003
Phone: (413) 545-6301

Fax: (413) 545-1273

Dear Small Business Owner:

On behalf of the Massachusetts Small Business Development Center (MSBDC) program, I wish to

welcome you to our newest publication. Start Thinking Export!

As the global marketplace becomes accessible to more and more companies, the ability to

successfully compete in these new marketplaces will be important to the economic health of your

business. Start Thinking Export! was developed to provide you, the small business owner,
answers to basic, but very important, questions regarding the process of international trade.

Start Thinking Export! has been specifically written so that whether you're new to exporting

or a seasoned veteran, it will be a handy reference guide providing important information and
resources to assist you in your international trade endeavors.

One of the things that we recognized in developing Start Thinking Export! was that exporting

is an everchanging process with new information evolving on a daily basis. We purposely

developed Start Thinking Export! in a loose leaf format so that from time to time, we will be

providing you with updated information on new markets, regulations and other pertinent

information. Therefore, please complete the enclosed questionnaire following this letter and mail it

to the MSBDC so that we can provide you with the updates to Start Thinking Export!

The Massachusetts Small Business Development Center program is pleased to be involved in

Partners For Trade, the Governor's aggressive campaign to increase Massachusetts
exports. The MSBDC joins the Executive Office of Economic Affairs, Massachusetts Office of

International Trade, Massport, Massachusetts Office of Business Development, Bay State Skills

Corporation, U.S. Small Business Administration and the U.S. Department of Commerce in the

development of a wide array of opportunities to support small to medium-sized firms enter the

intemational marketplace. Please familiarize yourself with the services of these and other providers

to support your activities.

As you are well aware, your business decisions need to based on accurate information that is

readily available. We hope that Start Thinking Export! is the initial reference guide you use as

you begin the process of looking at intemational markets as a place to sell your goods and services

profitably.

From all of us at the Massachusetts Small Business Development Center program, we wish you
success in your business decisions. If we can be of assistance to you, please do not hesitate to

contact us.
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MASSACHUSETTS
SMALL BUSINESS DEVELOPMENT CENTER NETWORK

The Massachusetts Small Business Development Center (MSBDC) program is a

partnership of the U.S. Small Business Administration, Executive Office of

Economic Affairs /Massachusetts Office of Business Development and a consortium

of higher educational institutions led by the University of Massachusetts at

Amherst, and including Boston College, University of Massachusetts/ Dartmouth,

Salem State College, Clark University and the private sector.

This partnership was developed to provide new and existing small businesses in the

Commonwealth high quality programs of management and technical assistance

counseling and education and training programs. Through a network of

five regional centers, the MSBDC provides counseling and training assistance to

thousands of small businesses on an annual basis. Counseling services include, but

are not limited to, assistance in developing a business plan, identification of

markets, bookkeeping, cash flow analysis, personnel issues, and other important

areas of management.

In addition to the regional centers, three specialty centers provide specific technical

and management expertise to companies throughout the state. The specialty centers

are:

• Capital Formation Service provides assistance to companies seeking

unconventional sources of financing, including state and federal financing

programs, venture capital, and private investment.

• International Trade Program provides assistance to firms wanting to enter

international markets.

• Minority Business Assistance Center provides management counseling and
training programs to the multi-ethnic communities of Greater Boston.

Since September of 1980, the MSBDC has counseled and trained over 50,000 clients;

assisted companies in raising over $129 million in financing; and helped create over

6,000 new jobs through management assistance. For further information on the

MSBDC, please call the State Office at the University of Massachusetts or contact the

closest regional office (addresses listed on following page).



MASSACHUSETTS
SMALL BUSINESS DEVELOPMENT CENTER NETWORK

State Office

University of Massachusetts
School of Management, Room 205

Amherst, MA 01003
(413) 545-6301

Regioncd Centers

Central Mass Regional Office

Clark University
Graduate School of Management
950 Main Street

Worcester, MA 01610
(508)793-7615

Metro Boston Regional Office

Boston College

Rahner House
96 College Road
Chestnut Hill, MA 02167
(617) 552-4091

North Shore Regional Office

Salem State College

197 Essex Street

Salem, MA 01970
(508)741-6343

Southeastern Mass Regional Office

University of Massachusetts/Dartmouth
P.O. Box 2785 - 200 Pocasset Street

Fall River, MA 02722 (I

(508)673-9783

Western Mass Regional Office

University of Massachusetts/Amherst
101 State Street - Suite 424
Springfield, MA 01103

(413) 737-6712

Specialty Centers and Programs

Capital Formation Service
Boston College

96 College Road - Rahner House
Chestnut Hill, MA 02167
(617) 552-4091

International Trade Program
University of Massachusetts/Amherst
School of Management, Room 205
Amherst, MA 01003
(413) 545-6301

Minority Business Assistance Center
University of Massachusetts/Amherst

250 Stuart Street, 12th Floor

Boston, MA
(617) 287-7016



INTERNATIONAL TRADE DATA NETWORK

The Massachusetts Small Business Development Center (MSBDC) is pleased to

announce a very unique pilot project entered into with the Rhode Island Export

Assistance Center (RIEAC), a program partially funded by the Rhode Island Small

Business Development Center.

The MSBDC is linked directly to the RIEAC's International Trade Data Network
(ITDN). This trade lead database service provides daily trade leads from the

U.S. Department of Commerce, U.S. National Marine Fisheries Services, World
Trade Centers and Infotrade.

There are several unique factors in this database system:

• The trade leads are manipulated to synchronize with the latest

Standard Industrial Classification (SIC) system.

• Search criteria includes two SIC codes, and three text string searches

that may pick up otherwise misclassified leads through matching the

product description field.

• The system allows multi-client searches to run simultaneously, thus

allowing an automated printing of new trade leads on a bi-weekly or

more frequent basis.

• There will be additional statistical and marketing information

available on line via the RIEAC system, including, but not limited to.

Department of Commerce newsletters, trade fair calendars, DOC county

desk officers, Canadian software companies. Other pertinent

marketing information is being planned for the future.

This pilot project is part of the Massachusetts Small Business Development Center's

commitment to assist Massachusetts companies in gaining access to succeed in the

global economy.

For further information on the International Trade Data Network, write the

Massachusetts Small Business Development Center at the School of Management,
Room 205, University of Massachusetts, Amherst, MA 01003 or call (413) 545-6301.



Please fill out and return so that we may send you future updates for

START THINKING EXPORT!

Name of Company:

Address:

City: State: Zip:

Owner's Name:

Please check the category that closest indicates your type of business.
Check only one.

Manufacturing Q Retail

Service Other:

Wholesale

Number of Employees:

Gross Revenue:

0-$ 150,000 $1 million-5 million

$150,000-500.000 $5 million- 10 million

$500,000-1 million $10 million and above

Are you exporting currently? Q Yes Q N o

What percentage of your sales are international? %

What country do you primarily export to?

Please return to:

Start Thinking Export!
Massachusetts Small Business Development Center

School of Management, Room 205
University of Massachusetts

Amherst. MA 01003
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START THINKING EXPORT !!!

Why should your small business consider exporting?

How can your business benefit from exporting?

Why aren't you exporting?

What is required to become a successful exporter?



WHY SHOULD YOUR SMALL BUSINESS CONSIDER EXPORTING?

Small businesses are obtaining a significant share of exports. They are discovering that

they can be competitive abroad. The markets being attacked are not just in Canada and Western

Europe, they extend to Japan, China, South America, and mid-Eastern countries as well. There is

a foreign market out there. Go after it!

More small companies are exporting, shouldn't you?

Exporting is not all that difficult. Most uncertainty and reluctance are due to a lack of

knowing how to go about it. The purpose of this guide is to help you with your initial export

endeavors. You should take the time to get acquainted with some of the basics of what it takes to

export successfully in a foreign market. The sections that follow provide you with insight into

how to get started, what your exporting plan should include, how to get your product abroad, how

to get paid, and export financing programs available.



HOW CAN YOUR BUSINESS BENEFIT FROM EXPORTING?

Small companies that limit themselves to the domestic market fail to capitalize on the

benefits that accrue from developing new markets abroad. These benefits include:

• New opportunities for growth.

• A means to offset cyclical and seasonal variations in domestic sales.

• An alternative for those industries facing intense competition from foreign

companies selling in the U.S.

• A means for extending the life of some products (an older generation
technology in the U.S. can be an emerging technology in many foreign
markets).

• Success abroad will often have positive impact on a company's
domestic image.

• An international experience will sharpen management's ability to

compete domestically by responding to preferences of new types of
diverse buyers and users.

The management of a small, neophyte firm can pace itself as it ventures into the

international arena. There are sequential stages of commitment depending upon individual

circumstances, capacity, and capabilities. The topics presented here provide information on how

first time exporters can get started, the information they need, the services that are available, and an

overview of the mechanics of exporting.
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WHY AREN'T YOU EXPORTING?
i

Far too many owners of smaller businesses in the U.S. use one excuse or another to avoid

the serious and viable consideration of selling their products abroad. What is your reason for not

exporting?

• I'm too small.

• I'm doing okay selling to the U.S. market.

• I'm not comfortable doing business where they don't speak English and use the U.S.

dollar.

• Selling abroad is too complicated.

• I'm not established in the domestic market yet.

• / don't know where to begin.

• I haven't seriously thought about it.

According to numerous studies, the primary reason smaller U.S. businesses do not actively

seek to sell to foreign markets is that they simply lack information about those markets. This is in

spite of the fact that there is a wealth of information regarding markets and the sales potential by

industry in those markets.

These typical excuses reflect a serious attitudinal problem among businesses in this

country. However, the fact is that seventy-five percent of the world market and ninety percent of

world customers are beyond our borders. Individual firms, large or small, who continue lo ignore

this do so at their own peril. The conditions are right for businesses to look beyond the domestic

market and embrace foreign sales opportunities. It may be easier to sell to customers three or four

hundred miles away, but it may not be as profitable. Your product may be maturing in your

domestic market, but it could be in a growth phase in a foreign market. Therefore, for those firms

experiencing slowing sales and more intense competition in the domestic market, a consideration of

selling abroad is warranted.
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WHAT IS REQUIRED TO BECOME A SUCCESSFUL EXPORTER?

Commitment

The basic requirement for international marketing is commitment. First, international

marketing is a long-term venture. It should not be attempted on either a one-time or a short-term

basis. Market development and the creation and nurturing of solid relationships with foreign

buyers is a long-term process. Thus, one definition of commitment refers to a long-term time

frame accompanied by perseverance and patience.

A committed exporter in the advanced stages must make some accommodation regarding

organization. One or more individuals in the firm will have to deal with documentation paperwork,

inland and international transportation arrangements, foreign correspondence, and relations with

export intermediaries. In the beginning, however, many firms rely extensively on third parties

such as an export management company and a freight forwarder.

It is important to grasp the importance of the preceding forms of commitment early.

Exporting takes time to build solid relationships and buyer and user awareness. Failure abroad is

not due to a lack of customers; successes abroad are due to taking the time to find the most

appropriate markets and then displaying the perseverance and adaptability to earn the payoffs.

Adaptability

Adaptability describes another type of requirement for expon success. Adaptability can

take two forms: cultural and product. Cultural adaptability refers to the ability to deal with

conditions, trends, and business customs that vary dramatically between nations. A major lesson

to learn early is that many business deals have never materialized or have failed because managers

did not understand the cultural dimensions of the market they were exporting to (e.g., brand names
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that spell trouble when interpreted in a host language or colors that have different connotations or

meanings). One should know something about a country and its culture before attempting to do

business there.

Adaptability also refers to one's product line. Fitting a product to a market is vital to one's

ultimate success in that market. We refer not just to the more obvious things such as electric

voltages or metric measurements, but also to the less obvious (e.g, beverage sweetness

preferences, carburetor adjustment settings for desert climates). A company's product may require

major or minor changes to fit a foreign market. Additionally, selling abroad may also mean being

flexible on pricing, terms of sale, and agent/distributor marketing support.



WHERE DO I BEGIN?

Is there a foreign market for my product?

How do I research potential markets abroad?

How can I learn more about a country's culture and business
environment?



IS THERE A FOREIGN MARKET FOR MY PRODUCT?

If your product reflects quality and can be differentiated from other products, you will

most likely be able to find a suitable foreign market.

For some, finding a foreign market springs from prior business experience. Owners often

develop an intuitive sense that helps to identify market opportunities or they may have come into

contact with other firms exporting a similar product or service. Although domestic marketing

success is critical if the neophyte company is to enter a foreign market successfully, management

must still plan a market research effort. We should emphasize that a considerable portion of this

research effort is obtaining suggestions and information fi-om informed individuals. This is not

number crunching research, yet the importance of getting to the right individuals in the network

cannot be overstated. This section provides you with the contacts that you need to begin

networking with informed individuals in the intemational trade arena.

How to Begin

First, you want to begin to consider which areas of the world offer the most potential for

your product or service. It is important to consider differences in consumption and buying

patterns, the organization of the industry to be served, domestic and foreign competitors, business

customs, and market potential, all of which vary from one country market to another.

If you have never thought about exporting before, and are not sure which countries to

begin investigating, we recommend that you take advantage of some key resources that are

available to Massachusetts businesses. Contacting the following agencies is a good place to start:



Massachusetts Office of International Trade and Investment (MOITI)
100 Cambridge Street, Suite 902
Boston, MA 02202
Tel: (617) 367-1830 Fax: (617) 227-3488

This office was established in January 1984 to address the exporting needs of

Massachusetts firms. Its primary objective is to work with small and medium sized

companies to help them start exporting or to expand their current overseas markets. MOIT

is actively involved with developing international contact and trade leads which can be very

valuable. It also has available an export database which provides contacts in overseas

markets to assist companies in their export promotion. This office has targeted most of its

efforts on the following industries:

- biotechnology - medical devices

- photonics - precision measuring instruments

- software - telecommunications

In addition, this office has also compiled the following directories to assist companies in

their export promotion:

- Massachusetts International Export Services Guide

- Massachusetts International Information Technology Directory

- Massachusetts International Biomed Directory

- Massachusetts International Envirotech Directory

- Massachusetts International Foreign Firm Directory

Massachusetts Port Authority (MASSPORT)
MASSPORT Trade Development Unit
World Trade Center Boston, Suite 321
Boston, MA 02210
Tel: (617) 439-5560

MASSPORT provides referrals, research, marketing assistance, and guidance to small and

medium-sized firms seeking to begin or expand their export operations. Representadves

from Masspon attend trade shows and have contacts with mid-level government officials

across the world. Thus, they can be very valuable in helping to make some initial contacts

overseas. Masspon also has a Small Business Export Program. Participants receive a

wide range of services including market research, technical assistance, and assistance in

developing export partners abroad.
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Small Business Administration (SBA)
Regional International Trade Office
155 Federal Street, 9th Floor
Boston, MA 02110
Tel: (617) 451-2047

The SBA offers a number of export information assistance programs ~ counseling, market

research, publications, and workshops. CounseUng is offered through the Service Corps

of Retired Executives (SCORE) and Small Business Development Centers, both sponsored

by the SBA. Counselors knowledgeable in intemational trade are available to answer

export questions. Market research is offered through SBA's Small Business Institute

program. Under an agreement with SBA and selected colleges and universities, graduate

business school students will research the export marketing questions of a small business

firm. The SBA also offers financial assistance through the regular business loan and the

export revolving Hne of credit programs (see section, "Is there financing available for small

business exporters?").

International Trade Administration
World Trade Center Boston, Suite 307
Commonwealth Pier
Boston, MA 02110
(617) 565-8576

Under the Department of Commerce, the Intemational Trade Administration (ITA) was

developed to offer trade assistance in the U.S. and abroad. The ITA offers counseling

assistance by experienced country desk officers in ITA's Intemational Economic Policy

(lEP) unit and industry specialists in the Trade Development (TD) unit. In addition, the 48

district offices and 19 branch offices throughout the U.S. and Puerto Rico are part of the

ITA's U.S. and Foreign Commercial Service (US & FCS) network. District offices of the

US & FCS provide practical information about overseas markets. The US & FCS offices

have trade professionals throughout the world dedicated to helping U.S. companies export

successfully. The Boston district office is a logical first stop for a neophyte exponer. It

can help you locate agents and distributors, identify foreign markets, provide information

about financing, insurance, tax advantages of exporting, intemational trade exhibitions,

export documentation requirements, and export licensing.
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World Trade Center Boston
Commonwealth Pier
Boston, MA 02210-2004
Tel: (617) 439-5000

The Boston World Trade Center provides trade information, educational exhibitions,

translation and trade mission services, and computerized data bases. It also provides

opportunities for exporters and importers to get together to discuss mutual interests.

Additionally, the World Trade Centers Association, headquartered in New York City,

coordinates the activities of the sixty-one centers in operation worldwide. Selective

individuals in key positions in these organizations can be helpful in answering questions or

directing one to others who are informed.

The purpose is to get a general idea for potential foreign markets. What countries are a few

sources recommending? For more recommendations, suggestions, and information, try

networking a littie more. The following individuals and organizations can be extremely helpful to

one seeking preliminary information about the most likely foreign markets to analyze further.

Staff persons at trade associations.

Every industry has one or more trade groups that represent the interests of those in the

industry. Central staff persons are informed about the major events and trends in the

industry. They know which firms are industry leaders and which firms are doing well in

export markets. If specific detail is not forthcoming, obtain the membership list and then

contact those that produce and export products complementary to your own.

International departments of commercial banks.

Often the heads of the international departments of larger banks can assist in identifying key

markets for a particular industry. Most are looking for new international business and wish

to demonstrate their willingness to be helpful.



Libraries.

Large public and university libraries have computerized data bases from which they can list

out annotated bibliographies of articles recently published in a given industry. Key words

and phrases are typed on a terminal to produce a list-out of published items that relate to the

mix of typed-in key words and phrases. It may be that recent articles of a given industry in

the business press discuss foreign market opportunities for those in that industry. Spend

time developing a rewarding relationship with reference librarians. They can be productive

contacts.

Editors/Publishers of industry trade magazines and newspapers.

Some of the most informed individuals in a given industry are those who publish what key

players in the industry read to keep current. Each issue of a publication carries the contact

address of its editor and publisher. In addition, many will forward a copy of an earlier

article that an inquirer would like to obtain.

Freight Forwarders.

Although these service providers are discussed in a subsequent section, they are mentioned

here because they know what goods are being shipped where, or they know where you can

find this information. A helpful freight forwarder who is knowledgeable about your

product category can be an invaluable resource.

Carriers.

These are the ocean freight and air freight companies that can be very helpful. Attempt to

identify those that have established information-giving as part of their new business

development programs.

Certified Public Accounting firms.

The larger CPA firms collect information on many foreign countries. Some have published

country series describing environmental conditions and trade regulations. Certain

preliminary questions of the new exporter might be directed to public accounting firms.



Domestic trade shows.

Industry members attend trade shows for many reasons. For the non-exporter, one reason

might be to talk to those individuals who are supplying foreign markets and to foreign

buyers who are visiting from abroad. Attendance rosters can be very useful for contacting

those that appear to possess good information.

Chambers of Commerce.

You may want to contact the Chamber of Commerce in your locality. Some Chambers

publish lists of international traders in their localities, and, since they are well informed on

businesses in their areas, may provide you with some valuable contacts. In addition some

Chambers may organize seminars on exporting and provide certificates of origin

(sometimes an export documentation requirement) for exporters. The Greater Boston

Chamber will do this. American Chambers are also found in many foreign countries.

Local economic development groups.

Local economic groups can offer some assistance to exporters. For example, the City of

Boston's EDIC (Economic Development & Industrial Corporation) offers marketing and

financing assistance to help Boston-based companies start exporting or increase their

existing export activities. Contact the local development office in your locality to see if

there are any special programs for exporters.

In addition, there are other organizations that will help you develop network contacts:

Smaller Business Association of New England (SBANE)
69 Hickory Drive
Waltham, MA 02154
Tel: (617) 890-9070

SBANE is a private sector organization involved in many business issues including export

related activities to help smaller businesses in the New England region. The organization

holds export seminars and provides the opportunity for neophyte exporters to talk with

experienced exporters about their experiences. SBANE has also established an

International Trade Committee (SINTRAC) which consists of experts in small business

export. SINTRAC also offers seminars and programs to assist smaller firms in their

foreign trade endeavors.



Small Business Service Bureau, Inc. (SBSB)
554 Main Street

P.O. Box 1441
Worcester, MA 01601
Tel: (508) 756-3513

SBSB is a national, for-profit, small business organization with over 35,000 members. It

is involved in many business issues including export-related programs. Its China Trade

Group Import/Export Assistance is designed to help U.S. exporters who are entering

Chinese markets for the first time.

International Business Center of New England (IBC)
World Trade Center Boston, Suite 323
Boston, MA 02210
(617) 439-5280

This is a private sector organization whose members include professional furns, banks,

manufacturers, service organizations, and educational institutions. IBC offers seminars

and workshops on many diverse international trade issues. In addition, it offers an export

school and resource center which contains reference material on exporting (open to the

public Monday through Friday).

The World Trade Institute

One World Trade Center, 55W
New York, NY 10048

The World Trade Center, New York has a number of programs and seminars to help firms

with their export endeavors. For example, in the past they have offered workshops on

documentation preparation, export operations (e.g., packing and labeling, sales and

distribution channels) and globalized logistics.

This listing does not exhaust the possibilities of research and assistance available to the

potential exporter. There are numerous federal agencies, such as the U.S. Department of

Agriculture, and private organizations that can also be of assistance. Because we are discussing

selecting target markets, we have indicated those sources that are likely to be the most useful. The

type of information sought will determine what resources will be of most value.
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HOW DO I RESEARCH POTENTIAL MARKETS ABROAD?

Now, you have to carefully investigate the potential markets that you have discovered.

First, you want to identify those countries that have export potential for your product (e.g., size of

the market), and then assess, in more detail, certain characteristics of these markets. This is a 2-

step process:

1. Selecting target markets. This step consists of identifying (screening) those

countries that appear to be the best country market candidates.

2. Assessing the target markets. This step consists of gathering information that

will narrow the choice to the one or two countries to which the new-to-export

company should direct its efforts. It involves examining such things as:

• economic outiook

• market locations and segments

• competition (who, their offerings, market positions, pricing, strengths and
weaknesses)

• market characteristics (buying habits and preferences, after-sale support)

• distribution characteristics (channels, customer preferences, trade shows,
trade margins and markups, marketing support, sales/distribution

agreements, agent/distributor candidates)

• trade barriers (e.g., duties, tariffs)

STEP 1: Selecting Target Markets

There are a number of useful sources available to determine which country markets are the

most logical ones to screen out and research in greater detail. We recommend that you investigate

the size of these potential markets. The following list provides quantitative data sources that can

help you determine the size of foreign markets for your product or service.
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Foreign Trade Reports, FT 410

These reports show the quantity and dollar value for about 4,500 product categories

shipped from the U.S. to foreign countries for the month covered by the report.

FT 410s also show cumulative totals from the beginning of the calendar year. They are

useful for identifying the active export markets for a particular product. Available by

subscription, Superintendent of Documents, U.S. Government Printing Office,

Washington, D.C. 20402.

Cost: $112/year. $24/single copy.

Source: Boston ITA District Office or

Govemment Documents sections of many libraries

Market Share Reports (MSR).

Spans five year period for about 1,000 commodity categories. Shows import statistics for

eighty plus countries and the U.S. export share of the import total as well as the share of

other foreign exporters.

Cost: $11

Source: National Technical Information Service

U. S. Department of Commerce
5285 Port Royal Road
Springfield, VA 22161
Tel: (703) 487-4600

Export Information System Data Reports (XIS).

This market research data service is provided by the Office of Intemational Trade of the

Small Business Administration, a separate U.S. govemment agency estabhshed to assist

small businesses. XIS is available for over 2,700 Standard Intemational Trade

Classification product categories. It provides a list of the 25 largest importing markets for a

product, the 10 best markets for U.S. exporters of that product, the trends within those

markets, and the major sources of foreign competition. The XIS can also identify the

major products imported by selected countries.

Cost: no cost

Source: U.S. Small Business Administration

Massachusetts Small Business Development Center



U.S. Importers & Exporters Directory.

This directory shows to which country markets products similar to yours are being sold

and gives the names and state locations of exporters.

Cost: $325 (free if you find a hbrary that has the Directory)

Source: The Journal of Commerce
US Importers & Exporters Directory

445 Marshall Street

Phillipsburg, NJ 08865-9984

Country market potential is a large, aggregate estimate, but it is useful as a reflection of the

"worth" of a foreign market. Additionally, it is also helpful to reduce the overall country market

potential measure to smaller geographic areas, if possible, in order to identify the most important

and meaningful geographic areas in which to pinpoint one's marketing efforts. The trick in doing

this is to associate the presence of certain consumption variables or factors with the sales of the

product being considered. For example, abrasive materials used to polish metal surfaces of hand

tools and jewelry would be bought by firms who manufacture these products. Marketing efforts

should, therefore, be concentrated in those regions where these businesses are found. Networking

with individuals who are in the business may shed light on where in the foreign country market

one should concentrate marketing efforts.
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STEP 2: Assessing Potential Target markets

At this stage in the market selection process you have probably chosen one, two, or three

alternative country markets to analyze in depth. We encourage you to be decisive and very

selective in narrowing down the best country prospects. All too often firms wanting to begin

exporting fail to limit their market focus and begin thinking of exporting to too big a chunk of the

world. Keep it uncomplicated. Choose one category of the product line and choose one market to

begin with.

But which market to choose? Part of the answer will be determined by country

comparisons of tariffs, import quotas (if any) imposed by the government to protect domestic

industry, the strength of domestic and other foreign competition, current foreign exchange rates,

and such factors as the political stability of the government in power. These are examples of some

of the criteria that can be used to choose the one market to concentrate upon.

There are specific sources of information and services that will help you to select the best

country to begin exporting to. One suggestion: All early and tentative country choices should be

retained, and newspaper, magazine, or other materials pertinent to that country should be saved in

labeled folders. If conditions change and one finds a need to add a new market or to exit from one

chosen earlier, part of the task of choosing a new market is already completed.

Some examples of good sources for this stage of the research effort are:

Foreign Economic Trade Trends (FETT).

These country reports provide recent business and economic trends, and their impact on

U.S. export prospects. They are updated annually or semi-annually for about 100

countries.

Cost: $1.75, single country copies. Annual subscription, $70

Source: ITA Boston District Office or call (202) 377-5487
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Comparison Shopping Service (CSS).

This is a customized research service offered at present for 52 countries. Each country

report answers basic marketing questions about a product's potential in a market. The

questions answered concern the overall marketability of the product, names of major

competitors, comparative prices, entry barriers, channels of distribution, competitive and

promotion practices, interested and qualified reps or distributors, feasibility of joint-venture

and licensing arrangements and trade impediments. Each report is prepared by a research

specialist in the U.S. Embassy or Consulate in the target country.

Cost: $500 to $1,500 per country

Source: ITA Boston District Office

Overseas Business Report (OBR).

These country reports provide general background information such as the overall U.S.

trade outlook, economic and industry trends, distribution channels, trade laws and

regulations, business customs, investment trends, and suggestions for those visiting the

market In addition it provides information on product standards, testing requirements,

import fees, transportation and packing requirements, documentation requirements and

conversion of foreign currency into U.S. dollars.

Cost: Annual subscription, $44.

Contact: Superintendent of Documents
U.S. Government Printing Office

Washington, D.C. 20402
Tel: (202) 783-3238

To order single copies:

Cost: Varies depending on country (usually $1.50-$2.25)

Contact: Publications Sales Branch
Room 1617

U.S. Department of Commerce
Washington, D.C. 20230
Tel: (202) 377-5487
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Country Market Profiles (CMP).

These are single country, multi-industry analyses that include trade statistics, market

analysis and prospective industry contacts in a single report.

Cost: $300 per country report

Source: ITA Boston District Office or call (202) 377-5487

Commerce Information Management System (CIMS).

A CIMS report is a detailed market research report on one industry's products in one

country market. DOC has over 7,000 extracts in such diverse industries as Auto Parts and

Accessories (West Germany), Biotechnology (Sweden), Computer Demand, Competition

and Outiook (Brazil), Construction Equipment (Australia), Food Processing & Packaging

Machinery (Chile).

Cost: approximately $10

Source: ITA Boston District Office

Background Notes on Countries of the World.

These are short pamphlets compiled by the State Department. They provide specific

information on a country ~ its history, economy, government, political orientation, and

foreign relations. It also contains information on cultural barriers that may affect the

marketing of your product.

Cost: $32 annual subscription or by single issues (price varies)

Contact: Superintendent of Documents
U.S. Government Printing Office

Washington, D.C. 20402
Tel: (202) 783-3238

Dun's Exporters Encyclopedia.

This handbook contains detailed information on over 200 world markets. This excellent

source book is updated with monthly bulletins and covers such background topics as:

Country profile: population, currency, trading partners, leading banks,

country memberships in international agencies, trade authorities.



Communications: descriptions of telephone, mail, direct mail requirements.

Key Contacts: commercial offices abroad, domestic business information

offices.

Trade Regulations: licensing and exchange regulations, import

requirements and restrictions, customs tariffs, free trade ports and zones.

Documentation: shipping documents required, pro forma invoice, bill of

lading, certificates of origin.

Marketing Data: agency agreement information, government procurement,

consumer protection, product standards, safety requirements, labeling

regulations, patents and trademarks.

Transportation: Entry and warehousing, case markings, principal ports

and trade centers.

Business Travel: passports and visas, hotels, holidays, health,

telecommunications, transportation.

Cost: $485

Source: Dun's Marketing Services

3 Sylvan Way
Parsippany, N.J. 07054
Tel: 1-800-526-0651

Expertise.

This is an international trade source book targeted toward smaller businesses. It provides

general export information (e.g., evaluating your product in a foreign market, handling

foreign inquiries, market research efforts, etc.). In addition, one-page synopses are given

on major U.S. export consumer countries.

Cost: $49.50

Contact: Small Business Foundation of America
1155 15th Street, NW
Washington, DC 20005
Tel: (202) 223-1103

21



There are also some valuable reference books that will give you detailed information about

the country market you are investigating. Many of these sources are available in libraries (most

likely, they will be in the reference sections), so we have included their call numbers.

International Marketing Handbook.

This handbook provides up-to-date marketing information issued by the US DOC. It is

designed to help American exporters with in-depth commerce and trade data on countries

around the world; each country report averages 31 pages and is written by a specialist on

the country. Included are trade regulations, distribution and sales channels, taxation, and

marketing profiles. HF 1009.5 153

Countries of the World.

Provides brief summaries on geography, people, history, government and political

conditions, economy, and foreign relations. G122C68

The International Year Book and Statemen's Who's Who.

This source provides information on a country's constitution and government; recent

politics; currency and finance; production, industry, and commerce; communications (e.g.,

railways, highways, civil aviation, telecommunications).

Political Handbook of the World.

Presents basic demographic, economic, and political facts about nations around the world.

HC 10E35

Export Documentation Handbook.

Provides general requirements for exporting (e.g., customs, tariffs, sample letters to

banks, insurance), and for each country, specific information such as accepted payment

methods, language(s) business is conducted in, and marketing information. K1026.2E9



World Economic Data.

Lists current economic information, including budget, GNP, GNP by sector, imports,

exports, trading partners, and natural resources for countries around the world.



HOW CAN I LEARN MORE ABOUT A COUNTRY'S CULTURE
AND BUSINESS ENVIRONMENT?

There a several sources available which can provide information on a country's culture and

business environment:

Cuiturgram Series

These are 4-page cultural orientations covering customs, manners, lifestyles, socio-

economic statistics, and country maps. Addresses of embassies and national tourist offices

are also included.

Cost: 500 per report

Contact: D.M. Kennedy Center for International Studies

Brigham Young University

Publication Services

280 HRCB
Provo, Utah 84602
Tel: (801) 378-6528

Background Notes on the Countries of the World

These short pamphlets are compiled by the State Department. They provide specific

information on a country (e.g., history, economy, government) as well as cultural barriers

that may affect the marketing of your product.

Cost: $32 for an annual subscription; prices of single issues vary

Contact: Superintendent of Documents
U.S. Government Printing Office

Washington, D.C. 20402
Tel: (202) 783-3238

Travel Guides

Two publications are available: Guide to Safe Travel ($20) and How to Travel Abroad,

2 volumes, ($300).

Contact: BFF, Inc.

Route 1, Box 500
Chantilly, VA 22021
Tel: (703) 573-0124



What should my exporting plan include?

How do I export my product?

How do I promote my product?

How do I prepare my product for export?



HOW DO I EXPORT MY PRODUCT?

Once you have selected a country and specific target markets, you must consider how you

are going to get your product to potential customers. You can either choose a direct or an indirect

means of exporting. With direct exporting, you are responsible for finding your own customers

and getting your product to them. With indirect exporting, you are transferring most exporting

responsibilities to a third party intermediary. The channel one chooses depends on the level of

marketing sophistication developed for the domestic U.S. market, one's commitment to the foreign

market in question, and country market laws and business practices.

Whatever option you choose, it is important to select and develop an effective distribution

network. Without it a firm's overseas export efforts will never go beyond the reactive, order-taking

stage. Finding and supporting your trading partners is as important as any marketing decision to

be made. It is also important to monitor your channel network on a continuous basis. For

instance, one doesn't qualify an agent or distributor only at the outset of a partnership. Evaluation

and the development of sales support programs and aids are a continuous responsibility of the

exporter.

DIRECT CHANNELS OF DISTRIBUTION

Direct distribution options require greater commitment of both management and financial

resources. Direct exporting, like any new business venture, can be highly profitable when planned

properly. Selection of a direct method option will be influenced by the channel used in the U.S.

market and the business practices and distribution channels established in particular foreign

countries. There are several options:

NOTE: This guide is intended for those who are considering export opportunity or who arc new
to international trade and are still learning the do' s and don'ts of selling abroad. Therefore, this

section does not include discussion pertaining to company-owned branches or subsidiaries within

foreign markets. These longer-term market entry options are costly. Neophytes to export are wise

to consider these expansions after they have achieved measured success abroad.
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Sell directly to retail dealers or end-users

This consumer gcMxis option is often limited to small markets and where retail dealers or

users prefer to buy directly rather than through an intermediary. Depending upon the product,

export sales can be made by direct mailing of product literature, advertisements placed in foreign

trade magazines, and active participation in trade fairs.

Assign a foreign sales agent to represent the firm

A foreign sales representative is the equivalent of a manufacturer's rep in the U.S. The rep

works on a commission and a contract is written which specifies the period of time, territory, terms

of sale, method of compensation, and whether the agent's representation is exclusive or not. A

word of warning: some countries have laws that protect agents' rights so care must be exercised

when appointing reps. It is advisable to obtain legal assistance to alert you to foreign laws which

guide the termination of the agent relationship (certain lawyers specialize in formulating

international agent agreements).

Finding a potential agent (distributor):

The ITA will conduct a customized search to locate interested and qualified foreign agents

(distributors) for your product. You provide the product literature, export prices, and sales

letter, and the search is performed by commercial officers in the appropriate US Embassy

or Consulate overseas. You will be given a listing of up to six foreign prospects who have

examined your product literature and have expressed an interest in representing you. There

is a fee of $125 per country. For more information and application forms contact:

International Trade Adminisffation

World Trade Center Boston, Commonwealth Pier, Suite 307
Boston, MA 02210
Tel: (617) 565-8571

The World Trade Information Center, located in the World Trade Center, NYC,

(tel: 212-466-8380) can provide hsts of agents and distributors by industry and country

market. The WTC has an extensive collection of directories. In addition, banks, American

Chambers of Commerce overseas, freight forwarders, carriers, and port authorities all have

international networks which can be of assistance to those seeking to locate foreign agents

and distributors. Exporters in your industry may also give you the benefit of their

international experience.
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Appoint a distributor

Distributors purchase the product from the exporter (taking title to the goods) and resell it

for a profit. Distributors carry inventories and provide credit to foreign buyers. A distributor

agreement is usually made on an exclusive basis in a particular geographic area. Prior to signing

an agreement, however, it is important to know the country's laws that are designed to protect

distributors (as well as agents). For instance, some laws in South American countries limit the

conditions for breaking a distributorship agreement and require substantial compensation to be paid

to the distributor (or agent) when the relationship is severed. For information on how to find a

distributor, see the previous section (Finding a potential agent /distributor).

Licensing

Licensing is allowing a company in a foreign country market to use your trademarks,

patents, manufacturing process, and to manufacture and market your products. This option is

often chosen where country legislation prohibits the importation of the product category. In

addition, licensing permits entry into a foreign market without large capital outlays, and the risks

associated with exporting are greatly reduced. There is a trade-off, however, because licensing is

one of the least profitable ways of exporting to a foreign market.

If you pursue a licensing strategy, you must develop comprehensive contractual

arrangements which include product coverage, rights licenses under the contract, territorial

coverage, tenure (time of licensing agreement), extension and renewal clauses, merchandising and

management assistance, quality control, reporting and auditing requirements, and terms and

conditions of payment.

Joint Business Venture

A joint venture is when two or more companies commit resources jointly to pursue a

common business objective. Joint ventures are usually used when countries prohibit 100% foreign

ownership, wish to reduce foreign import competition to domestic industry, or hope to benefit

from the sharing of technology. Joint business ventures require careful legal planning (e.g., the

corporate organization, tax aspects, etc.).

LEGAL ADVICE SHOULD BE SOUGHT WHEN CONSIDERING LICENSING
OR A JOINT VENTURE
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INDIRECT CHANNELS OF DISTRIBUTION

These channels should be considered as options for those firms with no export experience

who are unwilling to make the time and resource commitment to devote to international sales. Or,

perhaps a particular market is too small to justify direct marketing programs.

Indirect channels require the smallest allocation of company resources to an export effort.

A relationship is established with a firm which specializes in overseas marketing. This enables a

small manufacturer to tap one or more world markets without diverting attention and resources

from domestic business. In return the exporter gives up a greater portion of his profit margin.

Additionally, the manufacturer acquires no hands-on experience about the conduct of international

trade, since marketing control is reduced or lost completely.

Export Management Companies (EMCs)

EMCs are the most common form of international intermediary. They are domestic firms

that serve as the export department of several noncompetitive manufacturers. Thus, EMCs travel

abroad to locate foreign buyers, exhibit products at international trade shows, and provide

financing to potential customers.

The management of the EMC sohcits sales for a commission, salary, or retainer plus

commission. The EMC is invoiced by the manufacturer and in mm invoices the customer,

assuming responsibility for shipping, export documentation, and receiving payment. EMCs often

specialize by product category as well as by country or world area. Because of such specialization,

the better EMCs know products and country markets very well. Thus, their in-place networks of

foreign buyers give the manufacturers they represent immediate access to foreign markets. A

disadvantage is the loss of control over sales and activities that are key to maintaining good buyer

relationships.

You should send a potential EMC a contact letter, with a product description and its market

segment. You also want to check the types of products handled and references (background

check, length of time in business, etc.).
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Those interested in identifying EMCs specialized by region and product should take note of

the following contacts:

• Directory of Leading U.S. Export Management Companies
Bergano Book Company
P.O. Box 190, Fairfield, CT 06430
Cost: $37.00

• The EMC — Your Export Department
This pubUcations lists all the services EMCs can provide. It can be obtained from
the Boston JTA District Office.

• Massachusetts International Export Services Guide
Massachusetts Office of International Trade and Investment (MOITI)
100 Cambridge Street, Suite 902
Boston, MA 02202
Tel: (617) 367-1830 Fax: (617) 227-3488

This source book lists Mass.-based EMCs, including location, contact person,

product focus, and geographic specialization. Cost: $10.00

Export Trading Companies (ETCs)

Authorized by the Export Trading Company Act of 1982, the U. S. government

encourages the creation of entities designed to compete with Japanese, European and other foreign

trading companies. An ETC is similar to an export management company. The one major

difference is that traditionally, EMCs do not take tide to goods being exported, while ETCs do

take title and offer a broader range of services to the supplying manufacturer. The legislation

allows banks to make equity investment in ETC ventures. Additionally, these organizations have

been granted immunity from certain U.S. anti-trust laws. Those interested in additional infomiarion

on ETCs should contact:

• Office of Export Trading Company Affairs
Room 1800, U.S. Department of Commerce
Washington, D.C. 20230
Tel: (202) 377-5131
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• Massachusetts International Export Services Guide
Massachusetts Office of International Trade and Investment (MOITI)
100 Cambridge Street, Suite 902
Boston, MA 02202
Tel: (617) 367-1830 Fax: (617) 227-3488

This source book lists Mass.-based ETCs, including location, contact person,

product focus, and geographic specialization. Cost: $10.00

Export Merchants

These intermediaries buy direcdy from the manufacturer and then market in foreign

countries according to supplier specifications. They usually operate on a non-exclusive basis.

Export Agents

These middlemen operate on a commissioned basis much like the manufacturer's

representative in the U.S. Shipment, invoicing, and credit extensions are the manufacturer's

responsibiUty.

Commission agents

These buying agents represent foreign companies who search out desired products for theu"

clients who pay them a finders' fee or commission.

Country-controlled buying agent.

These buying agents represent foreign govemment agencies or govemmentally controlled

enterprises. They may be independent of or employed by such agencies and enterprises and are

empowered to buy desired products and services.
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MAKING A DECISION (DIRECT VS INDIRECT CHANNELS OF

DISTRIBUTION)
i.

The listings of options above means that the manufacturer should ask key questions prior

to choosing the most appropriate channel(s):

• Do I have thefinancial resources to spend on international promotion andforeign
travel?

• Should I maintain backup inventory to support sales abroad?

• Do I need to maintain control over sales, customer service, customer credit?

• What expertise do I need at the outset in order to get established in a newforeign
market?

The answers to these types of questions will determine the most logical form of distribution

to choose. Additionally, one should consider the advantages and limitations associated with direct

versus indirect channels:

Advantages of Direct Channels:

• Control over the marketing effort.

• Ability to change price, terms and conditions.

• More protection of trademarks and intellectual property rights.

• Enhancements of managerial abilities such as greater familiarity with customer

preferences and needs.

• Control over product servicing/maintenance.
• Development of personal export skills.

• Development of personal contact and networking skills.

Disadvantages of Direct Channels:

• Costs of travel, communication, exhibits, financing of export shipments.
• Time and attention needed for export may dampen domestic market business.

• Training necessary for existing company staff.
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Advantages of Indirect Channels:

• Avoidance of the overhead costs involved in direct marketing options.

• Need for on site product servicing may be too costly until modest export volume is

achieved.

• Host country trade regulations may require an indirect channel

(Example: A registered agent requirement forces the appointment of a national

as a representative).

Disadvantages of Indirect Channels:

• Representatives may be inadequately financed to get the job done.
• Agents may represent competitive product lines.

• End market destinations and product usage are often not known that well.

• Important communications and understandings between the U.S. manufacturer and
foreign customer may suffer.

At this stage one might be well advised to contact U.S. companies who are currently

exporting to obtain their views on the best means to distribute a particular product category into a

specific market. A useful source for identifying such firms is the United States Importers

and Exporters Directory, a two volume publication of the Journal of Commerce, Two World

Trade Center, New York, N.Y. 10048, Tel (212) 837-7000. This source provides alphabetical

listings of U.S. exporters and exported products with their Harmonized Commodity Codes.

Networking with companies often save a great deal of time and effort in resolving the market entry

option decision.
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HOW DO I PROMOTE MY PRODUCT?
(4

Developing Trade Leads

If a direct channel (or channels) have been chosen, the exporter must begin to generate

trade leads. Trade leads are expressions of interest by prospective foreign buyers to purchase

specific products.

US&FCS Trade Opportunities Program (TOP).

This service locates international customers interested in your type of product or service.

Details on specifications, quantities, end-use, delivery and bid deadlines are telexed daily to

the computer center at the Department of Commerce in Washington, D.C. by commercial

desk officers in our embassies and consulates. For a modest subscription fee, TOP leads

for those products and services previously specified are sent to subscribers. This same

information can be accessed more selectively by subscribing to DIALCXj's computer base

system which includes the U.S. Govemment's trade leads. For more information contact

the Boston ITA District Office.

Commercial News USA.

This is an export promotion catalog-magazine distributed to more than 100,000 overseas

foreign agents, distributors, government officials, and end-users. You pay a fee to

publish a description and photo of your product (the fee depends on the size of the listing; a

standard listing is $150, two full pages cost $3,000). For more information and an

application form, contact the Boston ITA District Office.

Export Mailing List Service (EMLS).

This is a service provided by the US & FCS which retrieves names of prospective

customers for countries and/or industries you select. You give your product's 5-digit SIC

code, the geographic area of interest, and the types of contacts desired (agent, distributor,

retailer). You can obtain your customized retrieval in printout or mailing label form. You

can also obtain pre-printed directories of a single industry across all countries. The
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customized retrievals cost around $35 (the price depends on the number of countries and

product lines requested and the number of names received. For more information, contact:

Boston ITA District Office

Worid Trade Center, Suite 307
Commonwealth Pier Area
Boston, MA 02210
Tel: (617) 565-8576

In addition, the following organizations may be helpful in generating trade leads:

• The international trade offices of most states.

• Port authorities (e.g., Massport)

• Banks with international departments

• Your trade association

• Foreign industry trade journals (published abroad)

• Your industry's manufacturing community

Attending Overseas Trade Shows

International trade shows offer new exporters the opportunity to meet potential foreign

buyers, agents/distributors, and competitors and present their product line. For instance, some

shows have their own agent/distributor service in that the show catalog indicates which specific

exhibitors are interested in finding a representative by placing a symbol beside their names.

Thousands of buyers and exhibitors from all over the world attend these shows.

Moreover, a considerable amount of business deals are made at these exhibitions. Even if a firm

does not exhibit at a show, a new-to-export firm should attend an international show prepared with

information about its products. Completed homework should include a willingness to quote

prices that include shipping charges to various foreign ports (the more prices an exhibitor knows,

the better; a freight forwarder can help you prepare this information).
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In addition, management should seek trade show marketing advice from US&FCS

commercial officers at the U.S. embassy and consulate offices in that country. These country

experts will begin to target appropriate business contacts to meet at the event.

The following publications can alert you to the scheduled dates of international trade

shows:

• Business America, the biweekly publication of the U.S. Department of Commerce,
publishes an annual schedule of major world trade shows (Tel: (202) 377-5487).

• Export Promotion Calendar, available from the Boston ITA District Office is also a

means of tracking shows and fairs. This schedule is organized by industry/product and
indicates the city and country in which the show will appear and the name and telephone

number of the US&FCS contact (in Washington, D.C.) who can provide more
information.

Gaining International Exposure (without visiting the market)

Other forms of international marketing exhibitions are also available to gain market

exposure and generate inquiries:

Catalog & Video-Catalog Program Service.

U.S. firms may participate in a catalog or video-catalog show sponsored by the Commerce

Department. The US & PCS will send an industry specialist to display the material

provided to select foreign audiences in several countries. These exhibitions are at embassies

or in conjunction with trade shows. For more information contact the Boston ITA District

Office or the:

Catalog Division

Room 21 19

U. S. Department of Commerce
Washington, D. C. 20230
Tel: (202) 377-3973.

Foreign Buyer Program.

This program is the result of the combined efforts of the ITA, Department of State, and

International Communications Agency. Exporters can meet qualified foreign purchasers of
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their products in the United States if they are part of this program. The program arranges

for foreign buyers to visit companies they are interested in doing business with. It also

encourages foreign participation at certain U.S. trade shows which are promoted

worldwide. Thus, a company participating in the program can be provided with valuable

contacts without the expense of traveling abroad. For more information contact:

Boston District ITA office

or

Foreign Buyer Staff

Office of Export Development
ITA, U.S. DOC
Washington, D.C, 20230

Visiting the market

Visiting the market allows you to meet present and potential customers. While it helps to

generate sales leads, a market visit is also valuable in that it allows you to view the business

environment, talk to customers, and gain a better understanding of the cultural dimensions of the

foreign country you are dealing with. This makes future communications via telephone, fax, or

letter a littie easier later on. However, the visit should be carefully planned and your goals and

objectives clearly defined. First, you should plan an itinerary including names of contacts and

when you plan to meet with them. Be sure to check transportation schedules and give plenty of

time in between appointments. In addition, check the normal business workdays and hours (for

instance, in Middle Eastern countries, Saturday-Thursday is the normal workweek). Be sure to

check for foreign holidays. Also, bring plenty of company literature, including price quotations,

sales brochures, company stationery (if you want letters, proposals, etc. written and signed while

you are there), and business cards.

When traveUing abroad you will need a passport and sometimes a visa (some countries

don't require a visa for tourists, but do for business trips). Also think about printing your

business card in English and the language of the country you are visiting. In addition, check into
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translation services if you might need them. Contact reputable travel agents for details on obtaining

an international driver's license.

For additional information on the country you are visiting, it is a good idea to write to the

U.S. embassy or consulate in the country several weeks prior to your visit.

To obtain the names of individuals who will arrange introductions with appropriate

individuals and foreign government officials, write for:

"Key Officers of Foreign Service Posts"

Superintendent of Documents
Commercial Section, US Government Printing Office

Washington, D.C. 20402

Note: When you are writing to commercial desks abroad, describe the objective of your trip and the type of

assistance you are seeking.

Office space in other countries:

You can arrange for office space for up to five days in a foreign country. For more

information, contact:

Export Development Offices (EDO)
International Trade Administration

14th Constitution Avenue, NW
Room H2116
Washington, DC 20230
Tel: (202) 377-2525 or

the Boston District ITA Office.

Garnets

If you plan to travel with product samples you should be aware that you may be required to

pay export duties. However, this may be avoided in some countries by obtaining a carnet which is

a special customs document that allows you to avoid duties. The U.S. is a member of the ATA

Carnet System which permits business travelers to take commercial samples, advertising material,

etc., to member countries for temporary periods of time without paying customs duties and taxes

or posting a bond at the border of each country to be visited. A carnet is valid for one year from
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the date of issuance. Within this pericxi, a Camet holder can visit as many countries in the system

as he or she wishes. For more information and application forms contact:

US Council for Intemational Business

1212 Avenue of the Americas
New York, NY 10036
Tel: (212) 354-4480

Matchmaker Trade Delegations

This program was developed by the DOC to help firms locate overseas contacts. You

travel abroad with a matchmaker to a certain country. Appointments are made for you to meet

agents, distributors, licensees, franchisees, or joint-venture partners who have examined your

product Uterature and are interested in doing business with you. In addition, you receive briefings

on doing business in the country you are visiting. The advantage of this program is that market

interest in your product is assured. To participate, the firm must be new-to-export or new-to-

market and pay a participation fee and travel expenses. The Small Business Administration (SBA)

will pay up to $500 of these expenses. For more information on SBA's involvement, contact the

SBA office nearest you or call Ed Walls in the Commerce Department at (202) 377-3991. For

more information on upcoming matchmaker trips contact the Boston District ITA Office.
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HOW DO I PREPARE MY PRODUCT FOR EXPORT?

Product modification

It may be necessary to modify certain aspects of your product for export. Consider the

following factors which may lead to some changes in your product:

Government regulations and standards
• requirements pertaining to material content, etc.

• labelling requirements
• cycle and voltage of electric current

Geographic, climatic conditions
• what climate will product be exposed to (e.g., extreme humidity)

Cultural aspects that define buyer preferences
• religious beliefs

• meaning of certain colors

• translation of brand name/trademark to foreign language
• taste preferences
• habits and lifestyles

• type of packaging preferted

• preferences in size

These factors could lead to change in physical characteristics of product, its label, its

packaging, or simply its name.

How to investigate which product modifications may be necessary:

• Standards institutes of the particular country the exporter plans to sell to will be

of assistance. Information on foreign standards, testing, and certification

requirements can be obtained from:

National Center for Standards and Certification Information (NCSCI)
National Institute of Standards & Technology (NIST)
Administration Building, A629
Gaithersburg, MD 20899
Tel: (301) 975-2000

American National Standards Institute

1 1 West 42nd Street, 13th Floor

New York, NY 10036
Tel: (212) 642-4900

ANSI is the official U.S. repository for all ISO member country standards.

They will conduct a "standard search" for a fee.



Underwriters Laboratories

TATE Coordinator

1285 Walt Whitman Road
Melville, NY 11747

UL assists U.S. exporters in understanding and complying with international

standards and certification requirements and procedures. This program is called

TATE (Technical Assistance To Exporters). The UL can issue a mark showing

your product's comphance with international standards. There are four UL
laboratories in the U.S. The New York lab is the closest location to New
England.

• Freight forwarders often are aware of necessary modifications.

• Other exporters in your industry.

• Foreign Commercial Service Officers

• Agencies like Massport that have representatives who visit countries, attend trade

shows, etc.

• Visiting the market will uncover needed changes.

• Overseas Business Reports provide information on transportation and packing

requirements as well as testing requirements/product standards in foreign countries.

Cost: Annual subscription, $44. Single copy $1.50-$2.25.

Contact: Superintendent of Documents
U.S. Government Printing Office

Washington, D.C. 20402
Tel: (202) 783-3238

To order single copies:

Cost: Varies depending on country (usually $1.50-$2.25)

Contact: Publications Sales Branch

Room 1617

U.S. Department of Commerce
Washington, D.C. 20230
Tel: (202) 377-5487

Pricing

It is necessary to take care to price your product competitively for export. Aggressive

pricing increases volume and market share. It's a good idea to get pricing information on

competition. One way to do this is to visit the market.
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It is generally a good idea to quote your price C.I.F. foreign ports (this means that your

price includes transportation costs to the foreign port, see section on "How do I get paid," for more

information). Prices can usually be quoted in US dollars.

Protecting Intellectual Property Abroad

Intellectual property is a broad collection of rights relating to industrial property (e.g.,

inventions, trademarks, designs) and copyright (e.g., literary, artistic works). The rights granted

by a U.S. patent trademark, copyright, etc. extend only through the U.S., its territories and

possessions. There is no such thing as an international trademark or patent. A firm must apply for

protection in a specific country, and these laws and regulations vary across different countries.

You cannot assume the same protection abroad as in the U.S.

There are some international agreements which allow trademark, patent, and copyright

applications to be filed with a central source for protection in several countries. Certain treaties or

conventions offer means to protect intellectual property rights. The International Convention for

the Protection of Industrial Property (the "Paris Union") is adhered to by ninety countries. It

covers trademarks and patents. Countries still have a right to refuse protection within a certain time

from the date of the publication of the intemational mark.

The European Patent Office (EPO) opened in 1977 in Munich. Applications for a European

patent can be filed in all fields of technology, providing protection in most European countries.

This patent provides protection for 20 years at a cost somewhat less than the average cost of three

national patents, and has the stauis of a national patent in each country. The official languages of

the EPO are English, French, and German. For more information contact:

European Patent Office

P.O. Box 202020
Erhardstrasse, 27
8000 Muenchen
Federal Republic of Germany



For more information concerning protecting your intellectual property abroad, contact a

lawyer versed in international property protection or the Boston ITA District Office.
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HOW DO I GET MY PRODUCT FROM
HERE TO THERE?

How can a freight forwarder help me?

Do I need an export license?

Is my shipment documented correctly to meet U.S. and foreign
government regulations?

Which form of transportation should I use?

Is my merchandise packaged and labelled correctly so that it arrives
in good condition?

Who pays the shipping charges?

Is my shipment insured against damage and theft?
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HOW CAN A FREIGHT FORWARDER HELP ME?

While there seems to be a lot of concerns for a small business trying to send its product

abroad, don't be alarmed ~ a freight forwarder (and others we have mentioned) can help you

answer all of these questions and provide valuable advice. Exporting is not difficult if your

documentation is done correctly and you follow certain steps. A freight forwarder will prepare

most of the shipping documents on the exporter's behalf. Thus, a freight forwarder can hold your

hand through this process and help make your exporting endeavors run smoothly. The services

freight forwarders provide are described below and in the documentation section.

Basically, freight forwarders are middlemen who act as your agent, as authorized by a

power of attorney, to arrange for transportation of your merchandise from a specified shipping

point in the U.S. to a foreign port or to your customer's location overseas. Freight forwarders

have no vested interest in the products they arrange transportation for. They simply provide a

service to make it easier for you, the exporter, to ship your goods abroad. All freight forwarders

are licensed by the Federal Maritime Commission (FMC).

Freight forwarders make their money on the transportation itself -- they buy high volume

space ( from airlines, ocean shipping hnes, etc.) at a low cost and then resell that space to an

exporting company.

Generally, freight forwarders become involved after the order has been received and you

are ready to process that order. You may contact them for a transportation quote if you are

planning to include transportation charges in the delivered price of your product.

Some forwarders become actively involved in many aspects of international marketing.

Because they are strictiy a service organization, their success depends on businesses exporting

goods abroad. Thus, some freight forwarders will help generate sales leads and go out of their



way to help their clients in order to ensure a long-term relationship. Freight forwarders can

provide some valuable information and perform services to facilitate the shipment of your

merchandise abroad (often at no extra charge). A conscientious freight forwarder will:

• help you determine which mode of transportation best suits your needs

• book space for your shipment (on air/shipping vessel)

• provide insight into the type of packaging you will need

• arrange for inland freight

• provide warehouse and storage space if you need merchandise to be held at

piers/terminals when your shipment needs consolidation

• alert you to possible commerce violations and potentially risky foreign endeavors

• make arrangements to clear merchandise through customs

• prepare and examine necessary documents (e.g., dock receipts, bills of lading) to

ensure accuracy and compliance with authorities in both exporting and importing

countries

• distribute all documents involved in a shipment including requested delivery of

documentation directly to shipper's bank

• oversee movement of documents through consulates

• prepare banking and collection papers (letters of credit, drafts)

• provide cargo insurance (Some freight forwarders sell certificate coverage so you
don't have to purchase your own insurance; since the freight forwarder assumes the

risk, there is no deductible)

• pre-alert foreign buyer that shipment is on its way

Cost

Freight forwarders' fees are minimal when you consider the amount of services they

provide. The basic fee is approximately $55-60. In addition, there may be a communications fee

for the calls and contacts they make (approx. $15) and a liability surcharge fee (to cover the cost of

laying out the money for your freight charges when they book space). This is usually negotiable
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and could be a flat fee as low as $10 or a percentage of the monies they extend. A typical freight

forwarder fee schedule may look like this:

Something to keep in mind is that these fees are negotiable over a long-term relationship

with your forwarder. Thus, it is recommended that you find a forwarder who provides you with

the services you need and develop a long-term relationship with this forwarder. Don't shop

around for the best deals, but look for a forwarder who provides extra services (definitely a benefit

for first-time exporters) and who takes a personal interest in clients.

In addition, you can reduce your transportation costs by asking your freight forwarder

about consolidation rates. Your freight forwarder will collect merchandise from a number of

different companies, put in into one container, ship it to the foreign country, break it down, and

deliver the paper work to your customer. If you are exporting in small volumes, consolidation

rates may save you money.

The basic fee covers the forwarder finding you the best shipping rates. For instance, some

ports have terminal handling charges (THC), which are fees for loading your merchandise off the

truck into the warehouse. The freight forwarder investigates all extra fees and charges such as

THCs to find you the most economical way to send your goods abroad. This service alone makes

it well worth the basic fee.

Basic fee

Communications fee

Freight advance

Courier

Inland freight

Letter of credit

Sight draft

$65-100

$15
$10
cost

cost

$25
$15
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Selecting and evaluating a freight forwarder

Some freight forwarders have strengths in different areas of the world, so consider which

geographic areas you will be exporting to when selecting one. There are also freight forwarders

who have a strength in a specific mode of transportation (e.g., ocean versus air shipping). The

larger freight forwarders have offices world-wide and are expert in both air and ocean shipping.

WHAT TO LOOK FOR WHEN SELECTING A FREIGHT FORWARDER:

Affiliate offices — when the forwarder operates in many U.S. and foreign affiliated

offices, the shipper is advantaged with the most economical freight rates and documentation pouch
delivery. Moreover, shipments can be traced more effectively.

Location — is forwarder (or affiliate offices) physically located next to an airport or

seaport; also a nearby office will save time and money since documents and merchandise will be

delivered in some instances.

Services — a full service forwarder keeps a shipper's cost to a minimum. Look for

forwarders that perform those "extra" services such as:

• emergency air shipment deliveries

• freight delivery directly to the importer's facility

• consolidation of cargo with shipments of other exporters to lower freight costs

• banking services such as preparing needed documents and presenting these to the

shipper's bank for customer collection and payment

Expertise in product areas — does the forwarder ship a certain product only or is the

forwarder a general forwarder.

Country specialization -- ask which countries the forwarder is currentiy exporting to.

Personal interest — check if your forwarder takes a personal interest in clients. Will

they come to your office or invite you to see their operation?

Credit terms - forwarders usually pay carriers within seven to ten days from the time
they book space for your merchandise. Thus, they expect the exporter to pay their invoices within

that period. Credit terms should be understood at the beginning of an exporter-forwarder

relationship.

Operating hours — since many air shipments depart the U.S. at night, a forwarder
should provide service at such times to handle problem situations that may arise.
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References ~ Ask the potential forwarder for references. Specify that you would like

references of firms that are exporting dollar volume approximately equivalent to what you plan to

export.

When you do select a forwarder, that forwarder will want to do some financial checking on

you (remember, the forwarder will be laying out monies for you when they book your

transportation). Be prepared to give your new forwarder the name of your banker, account

number, and credit references.

YOU SHOULD CHOOSE A FREIGHT FORWARDER VERY CAREFULLY AS IT IS

A "PARTNER" IN YOUR OVERSEAS ENDEAVORS.

Finding a Freight Forwarder

Here are some suggestions on how you can find a freight forwarder:

Trade Groups/Associations -- Association staff personnel will be helpful and they can

refer you to other industry members who may also be helpful.

Chambers of Commerce -- Chamber staff will provide names of freight forwarder

members and the person to contact.

International Departments of Commercial Banks -- Bank personnel know and deal

with reliable forwarders.

International Trade Centers/Associations - Forwarders are often members of the

local and state groups that are formed to promote and develop intemadonal trade in the region.

Steamship Lines and Airlines — These transportation companies know the most
efficient and reliable freight forwarders with whom they deal daily.

State Offices of International Trade -- Trade resources provided by these offices in

state capitals include lisdngs of freight forwarders.

Importance of the Exporter-Forwarder Relationship

It is imperative to develop a smooth, working relationship with your freight forwarder.

This can be facilitated by working well with one particular individual in the forwarder's

organization.
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Discuss glitches that arise or adverse feedback from customers abroad promptly with your

liaison at the forwarder. Problems will arise because of the numerous steps involved in processing

and handling an international shipment.

Be prepared to supply the following information to your freight forwarder. This

information facilitates the services that the freight forwarder performs on your behalf:

Permission for the forwarder to sign certain legal documents on your

behalf. This is a limited power of attorney which is required by the U.S. Government (see

illustration of this form on the next page) which proves that the freight forwarder is acting on your

behalf. If you are working with more than one freight forwarder, each forwarder needs to have

this form on file. Note: if you are shipping "hazardous" chemicals, the freight forwarder cannot

sign anything on your behalf, but you still will have to sign a power of attomey form.

Internal Revenue Service reporting number to be included in the Shipper's Export

Declaration form (this is your social security number or the business number that you use on your

tax returns).

A supply of your company letterhead paper, invoices, and packing list

forms to save time when changes in shipping documentation are required.
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DO I NEED AN EXPORT LICENSE?

Export licensing is an integral part of exporting which has been widely misunderstood by

small, non-exporting manufacturers. The Department of Commerce has made considerable strides

in reducing unnecessary burdens on U.S. companies through improvements in the export licensing

procedures.

There are two types of licenses ~ general and validated. The type of license you will need

depends on the type of product and the country you are exporting to. Most U.S. products are

shipped abroad under a general license. A general Hcense is a broad grant of authority by the

govemment to all exporters of certain categories of products to all or most destinations. This

means that no paper work is necessary. Your freight forwarder is able to tell you whether your

product falls in the general license category. Sometimes, a freight forwarder will ask you to send

the product specifications in order to determine the type of license required (Note: there are 21

different types of general licenses; make sure you have the proper code number in the Shipper's

Export Declaration form).

Many computer and electronic goods require a validated license for export. A validated

hcense is a specific grant of authority to a particular exporter to export a particular product to a

certain destination. These licenses are issued on a case-by-case basis for a single export

transaction and usually have a two-year validity period. An application for a validated license is

made to the DOCs Office of Export Licensing.

The procedure for obtaining a validated export license is somewhat involved, and it is

suggested that a first time exporter seek help from the Exporter Assistance Office (under the DOCs

Bureau of Export Administration, BXA):



Exporter Assistance Office

US Dept. of Commerce, Room 1099D
Washington, D.C. 20230
Tel: (202) 377-4811.

In addition, the June 8, 1987 issue of Business America contains a description of the step-

by-step process of determining if a validated license is necessary and how to obtain one.

You can also contact the Boston ITA office. These offices can provide you with expert,

detailed guidance on how to prepare the documentation for a validated license. It could take up to

10 to 14 days (or more) to get a validated export license. It is possible to file for a distribution

license, so you don't have to reapply each time you make a shipment. Again, you should contact

your local ITA office for more information. STELA (Status Tracking Export License Application)

was developed in order to check the status of export license applications. This is a new audio

response unit that handles requests for status checks (Tel: (202) 377-2752).

Take special care to obtain the correct export license.



IS MY SHIPMENT DOCUMENTED CORRECTLY TO MEET U.S.

AND FOREIGN GOVERNMENT REGULATIONS?

Certain documents are required for export shipments. While you don't have to become a

documentation expert, you should understand whey they are needed and how they are completed

and used. REMEMBER, YOUR FORWARDER WILL COMPLETE THE BULK OF THESE

FORMS FOR YOU.

Shipper's Export Declaration (SED)

All intemational shipments valued in excess of $1,500 ($500 for shipments through the

U.S. Postal Service) need an export declaration form. This is a government document required by

the U.S. Department of Commerce whose main use is for compiling aggregate export data. You

may get this form from your freight forwarder or larger stationery stores.

The one page form has 24 sections, the exporter must fill out secdons 1, 4-7, and 14-24.

Most sections are self explanatory and the information requested will be readily available. There

are three sections which you may need to investigate:

Section 17: Harmonized System Commodity Number (formerly Schedule B Commodity

Number). The 1988 Trade Act adopts and implements the Harmonized System of Tariff

Classifications. This system is a universal codification that identifies specific products in

intemational trade. SED's will carry the new HS code in lieu of the previous Schedule B

commodity number which was used earlier to compile U.S. product shipment data by

country. If you are not sure which HS number your product falls under, seek assistance

from your freight forwarder or your local ITA office.

Section 21: Validated License No./ General License Symbol - if your product does not

need a validated license, you need only to indicate the general license symbol. Most

products will fall under the code,"G-DEST." However, there are 21 different general

license codes, so you should check with your freight forwarder that you have the correct



one. If your product requires a validated license, the license number will be issued by the

U.S. Government.

Section 22: ECCN (Export Commodity Control Numbert ~ this number is the commodity

control number for your product. It is necessary only when you have a validated license.

Your local ITA office will help you determine your product's ECCN.

You can obtain a publication, The Correct Way to Fill Out the SED, from the Boston ITA

District Office to help you with this form.

SEE SAMPLE OF SED FORM ON NEXT PAGE
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SED FORM
U.S. DEPARTMENT OF COMMERCE - bureau OF THS census - iNTEBNATIONAL TBAOe AOMINISTBATION

SHIPPER'S EXPORT DECLARATION OMB No. 0607-0018
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ZIP CODE 2. DATE OF EXPORTATION 3. BILL OF LADING/AIR WAYBILL NO.

b. EXPORTER'S EIN MRS) NO. e. PARTIES TO TRANSACTION

Q R«4*l*d O Non-ralated

4a. ULTIMATE CONSIGNEE

INTERMEDIATE CONSIGNEE

5. FORWARDING AGENT

S. POINT (STATE) OF ORIGIN OR FTZ NO, 7. COUNTRY OF ULTIMATE DESTINATION

8. LOADING PIER tVentl only)

10. EXPORTING CARRIER

1 2. PORT OF UNLOADING iVtttatmdm arht

9. MODE OF TRANSPORT iSpv^fyl

11. PORT OF EXPORT

13. CONTAINERIZED tVitstui onlyl

Yat Dno

1 4. SCHEDULE B DESCRIPTION OF COMMOOmES.l

TsrMAMci. NOST. >5i0K)Nbs'0fPAaCAGB J
IUs» columns 17-191

D/F

liei

SCHSMJU 8 NUMBER

117)

CXEOt
oicrr

QUANTITY -
SCHEOUUaUNITISI

(181

21 . VALIDATED UCENSE NO./GENERAL UCENSE SYMBOL 22. ECCN IWhrn mrtnal

SHIPPING WEIGHT
IKHotl

(191

VALUE (U.S. doAvi.
onw cants)

IHtSng pncs or coa if

23. DuJv authonzed orticer or efrployee 1 •ponw •oihoni« th« /ofwvdof fWT>«i
j
«bov« 10 ACT (oovarcbno fto«nt lot •ipon control

1
mxi Cusiomi purpOMS.

24. 1 certitv that all statements made and alt >nlormeiK>n contained herein are true arxl

correct and that 1 have read arxl urxlerstand the instructK>ns for preparation of this

document, set forth m the "Corrwct Wev to RB Out tSe Shlppar't Eipon
Declaration." 1 understarM] that civil and cnminsl penalties, including forleiiure ood
sale, mav be imposed for makjr>g false or fraudulent statements herein, failing to
provide the requested mfofmation or for violation of U.S. Iav»s on eiponation ( 1

3

U.S.C. Sec. 305; 22 U.S.C. Sec. 401; 18U.S.C. Sec. 1001: SOU.S.C. App. 2410)

Signature CawHtmmmai • for um %omr lor othaat pinoMi autnorutd
bviri*S«cr«iarr olConwnwc« (13U.S C. 20\ Igll.

Title Export $Jwi»nn tn tuO0a to nsotcnon trr U-S. Cusioma
Some* andfor OlWet or £.r0arT (nhm^m^nt.

Date 25. AUTHENTICATION /When rvquirwJ}

This loon may b« printed by prtvata partias provided it conforms to iha official form. For sale by the Supenntandent of
Documents, (jovemment Printing Office. Washington. O.C. 20402. and local Customs District Directors. The "CofTMt
Way to Fill Out tha SMppar** Export Oaciaralion" is avsilable from the Bureau of the Census. Washington. D.C. 20233.



Shipper's Letter of Instructions

This is a written statement to your forwarder on how to handle your shipment (for

example, if you want your forwarder to combine your merchandise with other items being

shipped, you would state "Consolidate"). Prepared by exporter.

Commercial Invoice

This is a bill used for international transactions. It should include the exporting company's

name and address, buyer's name and address, contents of shipment, amount charged (unit price,

extended price, and total price), name of carrying vessel, order number, and payment terms. It

should also include a detailed and accurate description of the actual goods including

trademark/brand information. Prepared by exporter.

SEE SAMPLE OF COMMERCIAL INVOICE ON NEXT PAGE



COMMERCIAL INVOICE

SHIPPER:

DATE :

REF :

MARKS:

CONSIGNEE

;

SHIPPED VIA:

Item Quantity Description Unit Total

PACKING INFORMATION:

# ctns

PACKED on

DIMENSION (s)

Net Wgt.

pallet (s)

Gross Wgt

GROSS WEIGHT

We hereby certify this invoice is true and correct

These conunodities are licensed by the United States for ultimate
destination

.

Diversion contrary to U.S. law prohibited.
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Bill of lading

This is a contract between the owner of the goods and the carrier to move the goods to a

specified destination. It acknowledges the freight forwarder's receipt of the shipment from the

exporter and is also evidence of payment of freight charges. When a bill of lading is released to the

buyer, it conveys title to the shipment. "Straight" bills of lading are non-negotiable. "Shipper's

order" bills can be bought, sold, or traded while goods are in transit.

A clean bill of lading means that the merchandise arrived at the destination port in good

condition (no defects or damage).

There is a difference between an "ocean" bill of lading and "air waybill" of lading:

Ocean bill of lading ~ this is a contract between you and the ocean carrier to deliver

your merchandise to a specified location. It hsts the ports of loading and discharge and name of

the carrying vessel. It is also proof that the cargo has been actually loaded on the vessel.. These

bills of lading may be purchased, sold, or traded while the shipment is in transit. Usually prepared

by the freightforwarder.

Air waybill of lading — this is contract between you and the airline for delivery of

goods to a specified destination. It is signed by the freight forwarder who acts as an authorized

agent of the airhne (Note: your forwarder must be a member of the International Air Traffic

Association, LATA, to act as an authorized agent of an airhne). It Hsts the name and address of the

exporter, importer, and forwarder and the airports of departure and arrival. These bills of lading

are NOT negotiable. Usually prepared by thefreightforwarder.

SEE SAMPLES OF BILLS OF LADING ON THE NEXT TWO PAGES
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OCEAN BILL OF LADING

aOO«<NG MO

EXPOOT nCFEXCNCES

COiSKMCC rOMMAACMNG AGENT FmC NO

POtNT AMO COUNTRV Of OAIC'N O* GOODS

NOTI*V MtATV ALSO NOTIFY- nOUTlMO AMD INSTRUCTIONS

* miriAL r inwiMiC av

EIPOATMO CAAMICH
( PO*»T o* loacxno LOAOIMC PfCn TERMINAL

«in< SC« M3«n- <y OtSCMMGC 1 *PfjW:C Of OCLrvCRV SV ON CAAMCfl TY»e Of MOVt

OCSCm^ON Of PACKAGES ANO GOOOS GROSS w€iGHl WEASUHEMENT

Sm«PP€«S OEClaBEO value I

AS »En TABirr ano CAMiERS liwits ACfcn TO CLAUSE 't MEnEOf
SUftJECT TO E«TO* fBEIOMT I

««E'CMT NrrAaLE AT<ev

Lano Origin Chvges PAEPAIO COLLECT

Port Charges

SUB TOTAL
Ocean Freigni

SUB TOTAL
Pon Charges

L3no Oestinaiion Charge

SUB TOTAL

GRAND TOTAL

n«c#fwM m« qooOs Of D«ci(aq«s S4*d to coni»n 900dt f^^—n frmnttonmo m Aoovnt gooo oiO«* »na cor>dir<on

uni«fts oirwfwtM <nocateo to t>« iransoonvd and ockwrM. Of (f«ns-sn«DD«<3 3S n«r«tn orovtOed
This ca/riaq« .s suOi»ci to th« (KOv*4ions o( ma U S Ca/ftaga of Gooos Ov Sm Aci or 1936 An me terms and
coooiionsof irt«Caf'"»» 5 'egoiar 'Ofm Sidoi Lading. asfii«o wtmihaFed»«at Maftum* Com*T-,,s,ort j/a laoieto any
shipoat 0( cons«9n«« upon raquasi a(« <ncofDoraieo wiin iihe 'o'ce ana eff«ct as i' ir^ev -^'e wnii*-- ai lengin
rtafain and an socn lefns and condiltons so incorpwaiM Oy 'efe* a* • agreed Dv Sh'ooe' lo t>e Oind«r^ jno lo

90vefn tn«feiatK)ns •^aieve' they '"•v M t)at»iwar» those included m me «ofds Shiopef aoq Caff*f as dcLn^o
• n Carrie's 'Vguiai IO«m Qai of Ladinq

IN WITNESS WHEREOF the Carrier nas sxjneo and tf>« S^lOMr nas receivmj ir^ese three
( it o'< lis of laOinq

. NAME OF CARRIER

MO OAY FOR THE CARRIER

* APPLICABLE ONLY WHEN CX>CUMENT
USED AS A THROUGH BILL OF LADING
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AIR WAYBILL OF LADING

AIR WAYBILL
(AIR CONSIGNMENT NOTE)

NOT NEOOTIAaU
IC No.

Shipper's Ret No.

ConaignM's Raf No.

Not Negotiable — Air Waybill — (Air Conaigr>ment Notel Issued By

FREIGHT FORWARDER'S
NAME & ADDRESS

HERE

In Order To Expedite Shipment. Shipment May Be Oiverted To Motor or
Other Carrier Aa Per Tanff Rule Unless Shipper Gives Other Instructions
Hereon.

HANDLING INFORMATION (Special InstructionsI

AtfTxjrt of Oaosnur* (Address of firsi csmert and Rsquesnd Routing * Copwa 1-2-3 of this Air WoybtU are ongmaW and have the same validity

Houimo Ana D—iinanon"

Sv f=ir«t CsTTisr

VFot Cam»< Ua« Onlv /
Vol'Fligm/Osts VOI/Fligm/Oa»

Cvnwvnr wTiVAi. OTMCT Deelsred Vslus For Csmsos DeOsrsd VsKjs for Cusiorns
pro jcoT mjicoi.

Airport of O—untion Amoum of Insuranc* INSURANCE: tf ahippf reouests insuranca wttn conoitions
on ravarM rwaof . indicate arrouni 10 b« insured m figures
in box n^arlied "Amount ol Insurance

These commoditiee licensed by the United States for ultimate deatination Oiveraion contrary to United States law prohibited.

Rate Claaa
Rata/
Charge

Nature And QuantiTy Of Goods
(Including OinDension or Volume)

COO •

To B« Racnittad Directly To Shipper

I certify goods described below were received for

carnage subject to tiTe Conditions On Reverse Hereof,

the goods then being in apoarent good order and
condition except as noted hereon.

EXECUTED ON (DATE) AT (PLACE) (TIME)

SIGNATURE OF ISSUING CARRIER OR AGENT

Total (U.S. Funds)

COPY 1 ORIGINAL
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Packing lists

These lists help facilitate the clearance of your goods through customs. Packing lists serve

as a checklist that the correct cargo has been received and help the buyer inventory the shipment

(basically, they are a Commercial Invoice without prices). Information on packing lists should

include:

• the number of packages in the shipment

• how the packages are numbered

• the weight and net weight of the packages (pounds and kilograms)

• package dimensions (feet and meters)

• quantity of goods in each package

• contents of shipment

• order number

• place and date of shipment

It is also a good idea to match the commercial invoice against the packing list to make sure

the shipment is complete. The packing list should be attached in a waterproof envelope marked,

"Packing list," or included in the shipment. Completed by the person actually packing the

shipment.

SEE SAMPLE OF PACKING LIST ON NEXT PAGE



PACKING LIST

Shipper:

Consignee:

Pl*cc <nd Dm* oi Shipment

Reference No.

.19.

Under your Ordir No.

via

.tht mi(trl<l liiud btlow

SKIpmcn< ceniiftt olt

.Omi ....P<ck*]«s

.G*i« ............. .CMton

.Bblt. Dntmt

.Rt.lt

VIXICHTS IN LBS. m KILOS

GROSS
WtlCHT
gACM

•LECAL
WEIGHT
EACH

KCT
WCICMT
EACH

DIMENSIONS

HEIGHT WIDTH LXNCTU
QUANTITY CLKARLY STATE CONTENTS

or EACH TACXACE



Don't be alarmed at what seems like a sea of documents necessary for exporting, the

following documents are not always necessary. In addition, a freight forwarder can handle this

documentation for you.

Certificate of origin

Sometimes a customer or country will require a separate specific form certifying the origin

of the goods (can often be done on company stationery, notarized). Prepared by the exporter or

freightforwarder.

Consular invoice

May be required by certain nations (e.g., some countries in South America) to control and

identify goods. The form must be obtained from the consulate or embassy of the importing

country and usually must be prepared in the language of that country. Thefreightforwarder can

make arrangements to have thisform completedfor you.

Inspection certification

Required by some purchasers or nations, this is a certificate attesting to the specifications of

the goods shipped. It is usually completed by a third party.

Dock receipt, warehouse receipt

Used to transfer accountability when the merchandise is moved by the domestic carrier to

the port of embarkation and left with the international carrier for export. It verifies that the

merchandise has been delivered in good condition. Receiving clerk signs and dates this receipt and

gives your merchandise a shipment number (for tracking purposes). Prepared byfreight

forwarder.



Insurance certificate

This certificate states the type and amount of insurance coverage on a form provided by the

insurance company. Prepared by theforwarder or the exporter.



WHICH FORM OF TRANSPORTATION SHOULD I USE?

Again, a freight forwarder can help you answer this question. However, you should

consider the following:

• will my delivery terms with the customer allow me enough time to ship by ocean?

• is the product durable enough to withstand ocean transit?

• is shipping by air for my product more, or less costly than shipping by ocean?

A general rule of thumb is that ifyour shipment is less than

300 pounds, it will be more cost effective to ship by air

• how are other companies in the industry shipping their products?

• what is my customer expecting?

Ask your customer what type of transportation he is expecting for the goods he is

purchasing. It is a good idea to do this BEFORE you set the price (you could bill

for the transportation separately, but this could be risky with new customers). If

customer is to pay forfreight charges, he should decide on how the shipment will

be sent.

Remember, while ocean shipping may be less expensive, it does take much longer and is

not as safe as air. Via ocean, you should count on at least two weeks for your merchandise to

reach a European port and more than a month to reach the Far East.

With air transportation it is possible to reach major European cities overnight. However,

you should be aware that passengers, baggage, and U.S. mail have precedence over commercial

shipments. Also, be sure to check the delivery time with your freight forwarder. While some

freight forwarders have inexpensive air shipping charges, your product may sit in a warehouse

until there is space available on a cheap flight. Also, if shipping via air, check if your merchandise

is being sent direct or transferred from one flight to another (the more your shipment is handled,

the greater the chance of breakage or theft).
^
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IS MY MERCHANDISE PACKAGED AND LABELLED
CORRECTLY SO THAT IT ARRIVES IN GOOD CONDITION?

Packaging your shipment

Many small firms do their own packing for their shipments abroad. You should ask your

domestic packing company for tri-wall export packing cartons (this is a triple-wall corrugated

cardboard box with waxed interior so it is water resistant). Delicate electronic and computer

equipment should be carefully packed in wood crates with styrofoam and other special packing

materials.

Some freight forwarders offer packaging services and there are firms that specialize in

packaging for shipment abroad. If you are not prepared, it is recommended that you have a

professional firm do your packaging. .

Special precautions should be taken to protect your shipment against breakage, weather

elements, and theft. Your merchandise will be loaded and unloaded. It could be dropped,

pushed, or dragged, and other merchandise could be stacked on top of it. This makes it necessary

to ensure that your merchandise is properly protected against breakage. Weather elements such as

moisture could be a problem even in sealed containers in ships. Air cargo may be left unprotected

at airports that do not have adequate cargo handling facilities. Be sure that your packages and

packing filler are made of moisture resistant material.

Containers can be ordered from most agents of shipping lines. They come in various sizes

with 20 and 40 feet the standard lengths. There are special containers for liquids, bulk products,

and reftigerated goods. Be sure to check that they can be locked.

Most transportarion charges are based on the weight and dimensions of the merchandise

being shipped. In addition, some countries charge customs duty based on the gross weight of a
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shipment. So, while you want secure packaging, keep in mind the weight of the packaging

material since more weight means additional costs to you, the exporter.

Labeling

Labeling your shipment correctly is important because it assures proper handling and

identifies the shipment. The following markings should be included:

• shipper's mark

• country of origin ("Made in the U.S.A.")

• weight (in pounds and kilograms)

• dimension (in inches and centimeters)

• package number

• handling marks (international pictorial symbols)

• cautionary markings (in English & language of foreign destination)

• port of entry

• labels for hazardous materials

• packing list

All markings should be made in waterproof ink and be on three sides of the container

(usually 2 sides and the top).



WHO PAYS THE SHIPPING CHARGES?

The shipping charges should be negotiated at the rime of sale and included on the

commercial invoice and any other contract documents. It is usually more convenient for your

customer to quote a price that includes transportation costs to his port. A freight forwarder will

help you estimate the transportation costs.

F.O.B. (Free on Board)

A customer that agrees to put the goods FOB at some named location will be responsible

for all charges incurred from that point on (e.g., "FOB U.S. (airport )" means that the exporter is

responsible for all charges up to delivery at the airport, and the customer is responsible for all

charges thereafter). The buyer is responsible for taxes, fees, and any damage to the goods after

they have been loaded. The term "FOB (your plant)" is not valuable because the customer would

have to arrange for inland transportation.

C & F (Cost and Freight)

Exporter pays international transit charges up until the point specified. For instance, "C &

F (foreign port)" means that the exporter is responsible for all charges until the shipment reaches

the foreign country. The importer is responsible for customs clearance and delivery fi-om the port.

DO NOT ACCEPT "C & F (BUYER'S FACTORY)"!!! You don't want to pay duties, taxes, and

broker fees in a foreign country. "C & F (foreign port)" is preferred because the customer is

responsible for the taxes, inland transportation, custom house broker fees, duties, etc. If a

customer insists on "C & F (their factory)," specify that you will not pay duties and fees.
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C.I.F. (Cost Insurance and Freight)

Same as C & F with insurance provided by the exporter (most freight forwarders will

provide insurance).
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IS MY SHIPMENT INSURED AGAINST DAMAGE, THEFT?

You will probably want to make sure your shipment is insured against any loss or damage

that may occur in transit. This is cargo (also called marine) insurance and is similar to domestic

insurance. You will need your own insurance policy or you can insure your shipment under your

freight forwarder's policy:

It is important to clear with the buyer who is responsible for the insurance charges. The

sales agreement should specify whether the buyer or seller is responsible for the insurance. There

are two basic types of insurance -- normal and contingency.

Normal Insurance

Normal insurance is applicable when it is your responsibility to insure the shipment. This

can be obtained by securing a one-time policy to cover the shipment, or an open (continuing)

policy which wi}l also cover future shipments. It is recommended that the exporter insure through

a reputable, international insurance firm.

Most freight forwarders will also provide insurance. Because the freight forwarder

assumes the risk, there is no deductible for the exporter. Don't assume that your freight forwarder

will automatically insure your shipment ~ you should inquire about the forwarder's policies.

Contingency Insurance

Even if it is the buyer's responsibility to insure the shipment, the exporter may want to

consider contingency insurance. This coverage pays for damages when adequate coverage is not

provided by the buyer (the premiums on this coverage are reduced a great deal). Your freight

forwarder will advise you whether or not contingency insurance is a good idea for your shipment.



HOW DO I GET PAID?

What are the payment methods?

What currency should I be paid in?

How can an international bank help me?

Is there financing available for small business exporters?

How can I reduce my risk?
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WHAT ARE THE PAYMENT METHODS?

As with your domestic sales, there are several ways in which payment may be made that

vary the risk to you, the seller. The payment method you choose may depend on how well you

are familiar with the customer. For instance, if you know your foreign buyer has good credit, an

open account may be satisfactory. Payment methods and risk are associated as shown below:

Low risk High risk

Cash in Commercial Letter Documentary Open Consignment
Advance of Credit Collection Account Sales

- Drafts

- Direct Collection Letters

Cash in Advance

The buyer sends you the payment before the merchandise is shipped. Although this

payment method is advantageous to you, the exporter, realistically, most of your customers will

not want to pay before you ship their order.

Commercial Letter of Credit

This is a document which is a promise that the buyer's bank will pay you or your bank a

specified amount of money upon receipt of certain documents. This payment method provides

you some protection in that the buyer must have a line of credit or collateral in order to get credit

from his/her bank. The buyer's bank is the issuing bank and you or your bank is the beneficiary.

Keep in mind that this is a document and the terms on the document must be met EXACTLY for

you to receive payment.



This payment method reduces the exporter's risk since he/she is assured of receiving

payment from a bank rather than the foreign buyer. It also ensures the buyer that the exporter has

complied with the conditions of sale.

Commercial letters of credit can cost between .25%- 1.0 % of the amount of payment for

the handling charges the bank incurs. Normally, this is charged to the buyer, but you should

make this clear before the transaction is initiated. In addition, most freight forwarders will charge

around $22 to handle your letter of credit.

Irrevocable letter of credit ~ cannot be changed without the consent of all parties

involved; the foreign bank must pay the exporter, even if the buyer defaults.

Revocable letter of credit - not advisable since it may be altered or revoked without the

exporter's permission.

Confirmed letter of credit ~ if confirmed by U.S. bank, exporter is still paid, even if

foreign bank defaults (you don't have to worry about the foreign bank's credit rating).

Unconfirmed letter of credit -- U.S. bank may wait until it receives payment from the

foreign bank before paying exporter.

Bill of Lading date shipment must be loaded on this date.

Expiration date - date you must get all documents to the negotiating bank.

Summary of Steps

1 . You agree on terms of sale with your buyer.

2. The buyer arranges for his/her bank to open a letter of credit.

3 . The issuing bank (importer's bank) prepares the letter of credit and sends it to the

U.S. bank for confirmation.
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4 . You receive and confirm the letter of credit.

5 . You contact your freight forwarder to arrange for transportation and send a copy of

the letter of credit to the forwarder.

6. The freight forwarder completes necessary documents when the goods are shipped.

7 . The freight forwarder presents the documents to a U.S. bank to check compliance.

8 . U.S. bank issues you a check for payment (if confirmed letter of credit) and sends

documents to the buyer's bank.

9 . Buyer gets documents from the issuing bank and claims goods.

Documentary Collection

Documentary collections are known as drafts or bills of exchange. Basically, they are a

contract drawn by the seller on the foreign buyer. The contract is a promise that the buyer will pay

the exporter a certain amount of money within a prescribed time limit against stipulated documents

(e.g., commercial invoice, certificate of origin, certificate of insurance). Drafts are riskier to the

exporter than letters of credit, because the buyer does not put any money up front. It is

recommended that the exporter check the credit rating of the buyer before issuing a draft. There are

several different types of drafts:

Sight draft ~ these drafts require the buyer to pay his/her bank before receiving the

documents to claim the goods (similar to a domestic COD transaction):

1 . Exporter ships merchandise, prepares all shipping documents, and draws a draft on
the importer.

2. The exporter's bank sends these documents and the draft to the buyer's bank,

requesting a release of funds.

3. The buyer's bank releases these documents to the buyer upon payment of the

sight draft.

KEEP IN MIND, IF BUYERS CHANGE THEIR MIND, YOU ARE RESPONSIBLE FOR THE GOODS
BECAUSE YOU HAVE CONTROL OF THE MERCHANDISE (TITLE) UNTIL PAYMENT IS RECEIVED.



Time draft -- with a time draft, the exporter is really extending credit to the buyer because

payment may be made after the goods are received.

1 . Exporter prepares all shipping documents and a draft.

2. Exporter's bank sends these documents and the draft to the buyer's bank.

3 . The buyer's bank releases these documents to the buyer who now has title to the

merchandise.

4. Once the buyer accepts the draft in writing, he must pay within a certain amount
of time from the date of acceptance (buyer can delay payment by not accepting the

draft right away).

Date draft ~ same steps as a time draft except buyer must pay by the date specified on the

draft (buyer cannot delay payment by not accepting the draft).

Direct Collection Letters - A problem with sight drafts is that by the time it passes

from your office, to your bank, to the correspondent bank, to your buyer's bank, to your buyer,

five to seven weeks can pass before you are paid. Thus, a relatively new payment instrument is

becoming more popular, direct collection letters. With a direct collection letter, you can be paid

within 10-15 days from the date the draft leaves your freight forwarder's office. It is called

"direct" because your freight forwarder completes the paper work (on forms provided by your

bank) and sends it directly (via international courier) to your customer's bank. You do need certain

banking information on your customer such as the bank's name, street address, city, and

telephone. Freight forwarders will charge about $15 to handle a direct collection letter (the charge

for a letter of credit is around $22).

Direct collection letters have been well received because the customer doesn't have to put

any money up front as with a letter of credit. It benefits the exporter because of the fast tum-

around time.

Direct collection letters can't be used in certain countries. In addition, they are not

recommended for a first time shipment to a customer.
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Open Account

You ship the merchandise, send the necessary documents to the buyer and wait for

payment. You should check the credit rating of the buyer before agreeing to this payment method.

Banks do not become involved in these transactions since the exporter is financing the transaction.

It is recommended that you use one of the following statements for an open account:

Payment must be made by check drawn in U.S. Dollars and payable at a bank in the United States.

Payment is to be made by (mail or telegraphic) transfer to (name and address ofyour local bank or a bank
with an international department)for credit to account (number) quoting the invoice number.

Consignment Sales

You ship the merchandise to a foreign distributor who will sell the goods. Once the goods

are sold, the distributor will send you the payment (you do retain title to the goods until they are

sold). You should check the reputation and credit rating of the foreign distributor before sending

any merchandise.

Some considerations when deciding on payment form

The payment method that is best for your export sale could also depend on which country

you are exporting to. If you are exporting to Europe and do some credit check on your buyer first,

a direct collection letter is probably your best choice. You should be aware that some importers

(e.g., those in West Germany) will be insulted if you suggest that they open a letter of credit.

For shipments to the Far East, letters of credit are the norm. For shipments to Latin

America, the Middle East, and India, letters of credit are frequentiy used. Because of the volatile

political climate, it is recommended that you obtain a confirmed letter of credit on a U.S. bank for

shipments to Africa.



First time exporters should consult the international department of their bank, their local

ITA office, freight forwarder, or other exporters to see what payment methods are recommended

for their product to a specific country. Remember, it is important to know what is the acceptable

form of payment in that country and which payment method makes selling your product most

attractive. Also, the time period for payment, which is a critical part of the sale, can vary across

different countries and for different products. While in the U.S. the norm for payment is about 30

days, in Europe it is sometimes 90 days. This should also be investigated before deciding on a

payment method.
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WHAT CURRENCY SHOULD I BE PAH) IN?

You may quote prices and demand payment in U.S. dollars. This places the burden and

risk on the buyer to make the currency exchange. If a buyer requests to pay in a foreign currency,

consult the intemational department of your bank which will advise you on foreign exchange risks.

4
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HOW CAN AN INTERNATIONAL BANK HELP ME?

The international department of your bank will be very valuable to you in your export

endeavors. If your bank does not have an international department, see if it has a relationship with

a larger bank that will assist you with your export-related financial activities. Many of the larger

banks with international departments are catering more to smaller businesses. Thus, you may

choose to work either directiy with the international department of a large commercial bank or

indirectiy through your own bank.

The services that an international department of a bank offer include:

• providing foreign exchange services — professional traders will provide you with current

information regarding currency transactions and can help you hedge against currency exchange
risks

• helping you finance your export sales

- letters of credit

- documentary collections

- direct loans and financial guarantees

- working capital guarantees

• participating in export insurance programs

- Foreign Credit Insurance Association (FCIA)

- Private Insurance Companies

- Overseas Private Investment Corporation

• making arrangements with overseas (correspondent) banks to permit them to

accept foreign currency checks for immediate payment to you, giving you improved cash flow
and guaranteeing the current rate of exchange

• conducting credit investigations of foreign buyers

• offering credit assistance to your foreign buyer

In addition, check if the bank is oriented to helping small businesses, whether it participates

in state programs, and has any particular industry sector strengths. If you are looking to work

with a bank for the first time, use your networking resources for recommendations/ advice.
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These resources may include freight forwarders, trade associations, Chambers of Commerce, local

business groups, and other exporters.
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IS THERE FINANCING AVAILABLE FOR SMALL BUSINESS
EXPORTERS?

You might want to obtain financing to help expand your export operations or to extend

credit to your foreign buyer. There are several programs available for exporters to obtain financing

to conduct research and extend credit. Many of the programs described here are designed to work

through commercial banks. Usually a bank will apply on the exporter's behalf for an international

financing program. While you don't have to know all the details behind these programs, you

should be aware that they exist in order to initiate discussions with your bank (your local ITA

office has a free pamphlet, "A Guide to Financing Exports," which will also be helpful).

U.S. Small Business Administration

The Small Business Administradon (SBA) offers exporters and potential exporters financial

assistance and business development assistance. SBA will guarantee up to 90% of a private

lending institution's loan for amounts up to $155,000, and up to 85% for amounts up to the

maximum of $750,000. The specific type of loan program to be used depends upon the purposes

for which the funds will be used and the maturity necessary to ensure repayment. For more

information on any of the following programs, you can contact the nearest SBA office.

Regular Business Loan Program

Funds from the regular business loan guarantee program can be used for fixed asset

acquisition necessary for business start-up or expansion and for general working capital purposes.

To be eligible, the firm must meet SBA size standards for the industry in which it is engaged.

Export Revolving Line of Credit

The export revolving line of credit can be used to penetrate or develop a foreign market

and/or finance labor and materials for pre-export production. Professional export marketing advice
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or services, foreign business travel or participation in trade shows are examples of eligible

expenses related to developing or penetrating a foreign market (This program is essentially a pre-

export financing program).

Eximbank-SBA Joint Guaranty Program

This is a program of co-guarantees to small business exporters and export trading

companies. These guarantees cover 85% of loans ranging from $200,000 to $1,000,000. The

proceeds are to finance labor and materials needed for manufacturing or wholesaling for export,

and to penetrate or develop foreign markets (e.g., professional export marketing advice or

services, foreign business travel, trade show participation, etc.). Request for this financing should

come from the exporter's bank.

Massachusetts State Government Export Financing

Massachusetts Industrial Finance Agency (MIFA)

MIFA is the designated agent in Massachusetts for Eximbank's (see discussion below)

working capital guarantee loan program. The purpose of this program is to encourage banks and

other lenders to make working capital loans to small businesses by guaranteeing repayment of the

loan. The loan funds can be used to purchase materials or marketing services. For more

information contact:

MIFA
75 Federal Street

Boston, MA 021 10

Tel: (617) 451-2477 Fax: (617) 451-3429
Gwen Pritchard, Managing Director

Massachusetts Department of Agriculture

The Food Security Act of 1985 mandates the priority for the Utilization of Targeted Export

Assistance resources. This priority is tied to certain commodities and products (e.g., pasta,

poultry, wheat flour, raisins, walnuts, citrus and canned fruits) and funding may be available for

export promotion of these products. For more information contact:
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Massachusetts Department of Agriculture

100 Cambridge Street, 21st Floor

Boston, MA 02202
Tel: (617) 727-3002
Mary Beth Guilfoyle

EXIMBANK Programs

One source of financing is the EXIMBANK (Export-Import Bank). Eximbank is a

government agency responsible for helping U.S. companies export by providing loans,

guarantees, and insurance. There are several Eximbank programs which might be of interest.

Working Capital Guarantee

This program is designed to assist small businesses in obtaining crucial working capital to

fund their export activides (e.g., purchase materials, products, labor for production of goods,

foreign business development, marketing, promotion, foreign trade shows). The Eximbank will

guarantee 90% of the principle and a limited amount of interest on U.S. bank loans. You can

apply through your commercial lender or directly to Eximbank.

Other Eximbank programs are designed specifically to assist companies in the export of

U.S. goods and services.

Direct Loans

These loans are extended to foreign buyers of U.S. products. The Eximbank will

guarantee 85% of the U.S. export value. In addition, it will guarantee the lowest interest rate

possible under a multinational arrangement with the Organization for Economic Cooperation and

Development (OECD).

Intermediate Loans

Extended to parties that extend loans to foreign buyers of U.S. goods.



Medium-term Credit

Designed to assist exporters who are facing officially supported foreign competition. This

program enables commercial banks to offer fixed-rate financing at the lowest interest rates

permitted.

Small Business Credit

This program enables U.S. banks to offer medium-term fixed rate loans to small firms in

order to finance their export sales. The interest rates are the lowest rates permitted by the OECD.

The foreign buyer must pay 15% of the sale up front, and the loan covers up to 85% of the

remainder. In order to qualify, the exporting company must meet the SBA definition of a small

business.

For more information on small business credit programs call Eximbank offices at:

(202) 566-8990 (Main Office)

(202) 566-8819 (Vice President U.S. Lending Division)

or write to the EXIMBANK at:

811 Vermont Avenue, NW
Washington, DC 20571

Small Business Advisory Service

This service is provided under the Eximbank to encourage small businesses to export.

Call the office toll free to obtain information on export loans, guarantees, and credit insurance

programs (1-800-424-5201).

A Map of Eximbank's Programs

This published reference oudines all of the programs offered by Eximbank. To obtain a

copy, contact:

EXIMBANK of the U.S.

Public Affairs Division

811 Vermont Avenue, NW
Washington, DC 20571
Tel: (202) 566-8812



Economic Development & Industrial Corporation (EDIC)

Small businesses in Boston can receive export marketing and financing assistance through

the EDIC. The EDIC combines direct loans with resources from the SBA and private banks. For

more information contact:

EDIC
Financial Services Department
43 Hawkins Street

Boston, MA 02109
Tel: (617) 723-1400

Commodity Credit Program

There are also special loans to assist exporters of agricultural products. These loans are

issued through the Department of Agriculture's Commodity Credit Corporation.

Export Credit Sales Program

Designed to provide financing to maintain, expand, or establish new commercial markets

for U.S. agricultural products.

Export Credit

Risk protection to U.S. exporters or financial institutions when private credit is extended to

finance export sales of U.S. agricultural commodities. For more information contact:

Deputy Assistant Administrator for Export Credits

Foreign Agricultural Service

Room 4079, South Building

U.S. Department of Agriculture

Washington, DC 20250
Tel: (202) 447-4274 Fax: (202) 475-5727
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HOW CAN I REDUCE MY RISK?

This section will discuss two types of risks: 1) commercial risks (nonpayment by your

buyer), and 2) currency exchange risks.

Commercial risks (nonpayment)

SOURCES TO CHECK THE CREDIT RATING OF YOUR FOREIGN BUYER

• World Traders Data Report (WTDR) -- these reports provide credit information about

your foreign customer, agent, or distributor. They are prepared abroad by U.S. & Foreign

Commercial Services Offices. The information provided includes:

- financial reputation and payment history information

- trade and credit references

- assessment of suitabiUty as a trading partner

- foreign and U.S. firms already doing business with the firm

The reports are $100 (pre-paid) and take 60-90 days to be compiled. For more information, call

the Boston ITA District Office at (617) 565-8571 or write to:

Intemational Trade Administration

World Trade Center Boston
Commonwealth Pier, Suite 907
Boston, MA 02210

• Ask your customer for a financial recommendation from his/her bank. Also, ask the

customer if they are doing business in the U.S. now and with whom (you can contact U.S. firms

who are currentiy exporting to this foreign company). Not all companies will provide this

information, but the insights that you do receive could be very helpful.

• EXIMBANK has credit information on the foreign firms with which it has done

business. It also has access to credit information on foreign firms through its vast network of

banks and exporting firms. For more information, contact:



Credit Information Services

EXIMBANK
811 Vermont Avenue, N.W.
Washington, D.C 20571
Tel: (202) 566-4690

• Dun & Bradstreet International

Credit Reports

One World Trade Center

Box 803
New York, NY 10048
Tel: (212)945-0810 or 1-800-932-0025

• Foreign Credit Interchange Bureau (FCIB)

475 Park Avenue South

New York, NY 10016

PARTICIPATE IN AN EXPORT CREDIT INSURANCE PROGRAM

Export-Credit Insurance Program Policies

There are several programs to provide exporters with political (e.g., nonpayment due to

war, revolution, policy change) and commercial (buyer defaults) insurance when they have to

extend credit to a foreign buyer. These programs are administered by the Foreign Credit Insurance

Association (FCIA) or through the EXIMBANK (Export/Import Bank; see the previous section on

obtaining financing).

The New To Export Policy. This program is for small or new exporters who have

export sales less than $750,000 per year or no prior FCIA (Foreign Credit Insurance Association)

experience. It provides commercial coverage for 95% and political coverage for 100% of the

export sale. This program requires you to insure all sales except those whose payment terms are

letters of credit or cash in advance. You will have to provide buyer credit information (e.g.,

WTDR or a bank credit report).
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The Single Buyer Export Credit Insurance Policy. This program provides

insurance for single or multiple shipments to one buyer. The exporter can select the buyers to be

covered under this policy. Coverage is for commercial and political risks. The premium is

between $2,500-10,000 depending on the buyer. "New to export" insureds receive special rates

(30% of standard).

The Multibuyer Export Credit Insurance Policy. This program covers most

export sales with several coverage options.

The Service Industry Policy. This policy covers services provided by U.S.-based

companies in a foreign country (e.g., engineering, construction management, architecture,

pollution control).

For more information on these insurance policies, call the Foreign Credit Insurance

Association (FCIA) in New York at (212) 306-5000 or the EXIMBANK Small Business Advisory

Hot Line at 1-800-424-5201.

FACTOR YOUR FOREIGN RECEIVABLES

Certain companies ("factoring houses" or "factors" ) and banks will purchase your export

receivables at a sUght discount (2%-4% less than face value) and assume responsibility for

receiving payment from your foreign buyer. These factors act as your credit department and the

importer pays the factor, not the exporter. Arrangements may be made either "with recourse"

(exporter liable for repaying factor if foreign buyer defauhs) or "without recourse" (exporter is free

from all responsibilities).

Factoring your export sales allows you to receive immediate payment, thus avoiding the

time and expense associated with foreign receivables. For more information on factoring contact

the intemational department of a commercial bank or the Boston ITA office.
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Exchange risks

If you are paid in a foreign currency, you should be aware that this currency may devalue

or depreciate in terms of U.S. dollars before you convert it. You should consult with the

intemational department of your commercial bank. Banks can provide you with up-to-date

information and advice regarding currency exchange rates. In addition, most banks will help you

"hedge" against this risk by agreeing to purchase the foreign currency at a fixed price in U.S.

dollars.
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EUROPE 1992; IMPLICATIONS FOR SMALL BUSINESS
EXPORTERS

The 12 member countries of the European Community (EC) have committed to integrating

into a single intemal market by the end of 1992. The member countries are: Belgium, Denmark,

West Germany, France, Greece, Ireland, Italy, Luxembourg, the Netherlands, United Kingdom,

Spain, and Portugal. The single market plan is to have goods, services, money, and people move

freely across the borders of the 12 EC countries. New regulations will eliminate duties and tariffs

as well as harmonize product standards and guidelines for mergers and joint ventures.

The advice to U.S. companies is to position themselves promptly to get a head start on

1992 and beyond. An exporter to one of the 12 countries will have easier access to other EC

countries. U.S. exporters should become familiar with the EC-wide standards which apply to their

products. It is advisable for firms to obtain the information and assistance they need to be

profitable in Europe.

The Department of Commerce has set up a mechanism to assist firms seeking information

about Europe 1992. The network of information and assistance (including having an international

trade specialist contact you for a no-obUgation assessment of how your firm can profit from

exporting to Europe) can be obtained by contacting EUROPE NOW. This program was designed

to help small and mid-sized firms to focus on the emerging market opportunities in Europe.

Europe Now
U.S. Department of Commerce, Room 3036
14th Constitution Avenue, NW
Washington, D.C. 20230
Tel: (202) 377-5279

In addition. Trade Development industry experts are assigned to help exporters with the

1992 program. Contact the U.S. Department of Commerce, Washington D.C. 20230:



Textiles and Apparel: Room 3100 (202) 377-2043

Service Industries: Room 1124 (202) 377-3575

Telecommunications: Room lOOlA (202) 377-4466

Chemicals, Construction Industry Products, and Basic Industries:

Room 4043 (202)377-0614

Autos and Consumer Goods: Room 4324 (202) 377-2762

Construction Projects and Industrial Machinery: Room 200 IB

(202) 377-2474

Aerospace: Room 6877 (202) 377-8228

Some examples of specific changes that Europe 1992 will bring include the Single

Administrative Document (SAD). With the SAD all 12 EC countries use the same customs

documents for goods shipped to and within the European community. Free Trade Association

countries (Austria, Finland, Iceland, Norway, Sweden, and Switzerland) have also decided to

adopt the SAD procedures. The Product Standards Harmonization is a set of mutually accepted

essential standards, test data, and certification marks for products sold in the EC. Thus, the same

product should be marketable in all 12 EC countries once it has been accepted in one EC national

market. In addition, EC Directives mandate the opening of public procurement procedures and the

removal of restrictions on trade in services and capital movements.
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U.S. - CANADA FREE TRADE AGREEMENT

The U.S. - Canada Free Trade Agreement (FTA) went into effect in 1989 and will achieve

its objectives by 1998. The FTA covers bilateral trade in goods, services and investment. It

proposes to phase out all remaining tariffs, quotas, and duties between the U.S. and Canada. The

FTA is significant because it fundamentally changes the way U.S. and Canadian companies do

business with each other. Some examples of the provisions in the agreement include:

• Tariffs ~ All tariffs will be eliminated by 1998.

• Government Procurement — The FTA expands the U.S. and Canadian government
procurement that will be open to suppliers from both countries.

• Services ~ The FTA assures that the open U.S. and Canadian markets for services will

remain that way.

• Investment ~ The FTA creates a stable and predictable business environment conducive

to investment.

• Border Crossing — The FTA streamlines border-crossing procedures.

• Energy -- The FTA promotes further deregulation of the energy sectors in both countries

(almost all barriers to bilateral energy trade will be removed).

• Agriculture -- The FTA ehminates all bilateral tariffs and export subsidies and limits or

eliminates quantitative restrictions on some products.

For more information contact:

Office of Canada
U.S. Department of Commerce, Room 3033
Washington, D.C. 20230
Tel: (202) 377-3101

Also, your District ITA Office will provide you with more information.



INTERNATIONAL TRADE JARGON

Advising bank ~ the exporter's bank that handles drafts, letters of credit, etc., and keeps the

exporter informed as to the status of these documents.

Balance of trade — the difference between a country's total imports and exports.

Bill of lading — contract between the owner of the goods and the carrier to move the goods to a

specified destination (ocean bill of lading and air waybill of lading).

C & F (Cost & Freight) — a price quoted C & F means that the exporter pays international

transit charges up until the point specified; C & F foreign port means that the exporter is

responsible for all charges until it reaches the foreign country.

C.I.F. (Cost, Insurance, & Freight) ~ same as C& F with insurance provided by the

exporter.

Carnet ~ special customs document that allows you to avoid duties when taking commercial
samples, advertising material, etc. to member countries for temporary periods of time.

Certificate of origin ~ form certifying the origin of the goods.

Commercial invoice - bill used for international transactions (contains the exporter's and
importer's name and address, contents of shipment, amount charged, and description of goods).

Commercial officers — gather information about trends and trade leads in the foreign countries

they work in (can also assist with marketing research, business counseling, country background
information).

Convertible currency -- currency that can be bought or sold for other currencies.

Custom-house broker-- licensed to enter and clear goods through customs.

Date Draft - payment method where buyer must pay by the date specified on the draft (buyer

cannot delay payment by not accepting the draft).

Direct Collection Letters — payment method which allows the exporter to be paid within 10-

15 days from the date the draft leaves the freight forwarder's office (the exporter's freight

forwarder completes the paper work and sends it directly to the buyer's bank).

Draft - payment method, a contract that is a promise the buyer will pay the exporter a certain

amount of money, within a prescribed time limit, against stipulated documents.

Devaluation ~ when the dollar devaluates, it can buy less of a foreign currency (this makes
American goods more attractive to foreign buyers since they can get more for their money).

Dumping ~ exporting or importing goods that are priced below cost.

Duty — a tax paid on imports.
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ECCN (Export Commodity Control Number) -- this number is the commodity control

number for your product. It is necessary only when a validated license is required.

EMC (Export Management Company) ~ domestic firms that serve as the export department
of several noncompetitive manufacturers. They do not take title to the goods they sell.

ETC (Export Trading Company) -- similar to EMC's except that ETCs do take title to the

goods they sell and offer a broader range of services to the supplying manufacturer.

EXIMBANK ~ Export/Import Bank is a government agency responsible for helping U.S.
companies export by providing loans, guarantees, and insurance.

Factoring ~ certain companies (factors) will purchase your export receivables at a slight discount

and assume responsibility for receiving payment from your foreign buyer.

F.O.B. (Free on Board) — pricing term which means that the buyer will be responsible for all

charges incurred from that point on (F.O.B. U.S. airport means that the exporter is responsible for

all charges up to delivery to the airport and the customer is responsible for all charges thereafter).

Free Trade Zone — a port where goods may be received, stored, and exponed without payment
of duties (duties must be paid when the goods leave the free trade zone to other parts of the country

that require duties).

Freight forwarder — arranges for transportation of your merchandise from a specified shipping

point in the U.S. to a foreign port or to your customer's location overseas.

GATT (General Agreement on Tariffs & Trade) — an association of nations whose
objectives are to decrease tariffs, quotas, and eliminate trade discrimination.

Hard currency ~ a currency whose value is generally strong against other currencies.

Harmonized System Commodity Number — universal codification that identifies specific

products in international trade (formerly Schedule B Commodity Number).

Hedging ~ to protect against against the dollar decreasing in value relative to the foreign buyer's

currency during the period needed to receive payment, the exporter can contract with an

international banking department, to sell the amount of foreign currency to be received at a fixed

rate.

lATA (International Air Traffic Management) -- a freight forwarder must be an authorized

agent of lATA in order to book space for your shipment on air carriers.

ITA (International Trade Administration) -- the primary organization within the Department
of Commerce deaUng with U.S. exports; there are many divisions under the ITA (ITA district

offices are in all states across the country).

Letter of Credit ~ document which is a promise that the buyer's bank will pay you or your bank

a specified amount of money upon receipt of certain documents.

Packing list -- lists information about your shipment (e.g., number of packages, weight and
package dimensions, contents, quantity of goods in each package). These lists are attached in a

waterproof envelope marked, "Packing list."



SED (Shipper's Export Declaration) — a government document required by the DOC for all

international shipments valued in excess of $500 (used for compiling aggregate export data).

Sight Draft ~ document that requires the buyer to pay his/her bank before receiving the

documents to claim the goods.

Soft currency — a currency whose value is generally weak compared to other currencies.

Time Draft — buyer may make the payment after the goods are received.

Trade barriers -- tariff and non tariff; tariff barriers exist when import duties are so high as to

make the product noncompetitive in the importing country; non-tariff barriers include standards,

quotas and import restrictions, currency limitations, and foreign country laws and regulations.

Trade deficit — a country has a trade deficit when it imports more than it exports.

U.S. & F.C.S. (United States & Foreign Commercial Service) — supports and represents U.S.

trade interests abroad. There are US & FCS commercial officers in countries around the world,

and there are also district offices located in states across the country to assist businesses in their

foreign trade efforts.

Warehouse receipt — verifies that the merchandise has been received in good condition.
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