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About This Book

The U.S. Small Business Administration (SBA) Office of International Trade (OIT) originally developed this Guide in 1993
to help your business develop international markets. The second edition was intended to help take your company into the
second half of the 1990s. The third edition, updated in 2005, contained information on how to maximize your international
opportunities through the use of new technology. This fourth edition, updated in 2008, adds additional financial information
important to new exporters.

Breaking Into The Trade Game answers questions and takes much of the mystery out of exporting. The U.S. government
has worked hard to provide small businesses, like yours, with the tools to succeed in the international marketplace. We
understand that small businesses are vital to the health of the U.S. economy. In fact, today, America’s 26.8 million small
businesses are the principal source of new jobs, about half of the workforce and generate more than 40 percent of the nation’s
gross domestic product.

Breaking Into The Trade Game: A Small Business Guide to Exporting can assist your company’s international efforts.

The fourth edition of Breaking Into The Trade Game: A Small Business Guide to Exporting was produced under the guidance
of Luz A. Hopewell, Director, Office of International Trade, U.S. Small Business Administration. Christopher Eskelinen,
Export Development Specialist was managing editor and art director. Thanks to Manzella Trade Communications, Inc.
for their assistance in revising this guide. A special thank you to Office of International Trade intern Elaine Kuo for her
contributions. Finally, thank you to our Regional Managers for SBA’s International Trade Program, John Blum, Nancy
Libersky, Robert Elsas, Mary Hernandez, Patrick Hayes, Jerry Avila and John O’Gara who provided new material and
valuable editorial support.

For more information on SBA’s programs, visit www.sba.gov or call 1-800-8-ASK-SBA. For the hearing impaired, the TDD # is (202) 205-7333. All SBA
programs are extended to the public on a nondiscriminatory basis.
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Dear Small Business Exporter,

As head of the U.S. Small Business Administration’s international trade program, I meet with small
business owners almost every day—small business owners committed to the success so crucial to
America’s prosperity.

This is especially true now, in the increasingly globalized world, as economic boundaries are
disappearing and the domestic market is merging with the international. Two-thirds of the world’s
purchasing power is located outside of the United States and exports have been growing two or three
times faster than the economy as a whole.

This new world order presents both a challenge and an opportunity for American business, for whom
selling products beyond these borders is at once vital and valuable.

Just as they have done domestically, small businesses play a pivotal role in the world economy, and
SBA wants to help that those businesses enter the international arena. SBA’s Office of International
Trade offers a range of export services—from financing to technical assistance—and also works
closely to support the government’s international trade agenda in order to open up new markets
abroad.

With that, we are pleased to publish the fourth edition of Breaking into the Trade Game: A Small
Business Guide to Exporting. 1 encourage you to use this guide to prepare yourself for international

trade, and join the 230,000 other small business exporters who have already gone global.

To you and your continued success.

Sincerelyi \ABWSQ\\

Luz Araoz Hopewell
Director
Office of International Trade



Introduction

In2007, U.S. companies exported $1,148 billion in goods and $497 billion in services for a total of $1,646
billion. These exports supported more than 16 million higher paying U.S. jobs, strengthened companies
and farms, and improved our tax base, while also sending export revenue to local communities through
restaurants, retail stores, etc.

In 1950, trade accounted for less than 5.5 percent of U.S. economic growth. Today, it has become an
integral part of everyday life, accounting for more than one-third of economic growth in 2007 (25
percent in 2000). In fact, ag production from one in three acres of U.S. agricultural production is now
exported.

According to the U.S. Small Business Administration (SBA), small firms represent 99.7 percent of all
employers, generate 60 to 80 percent of net new jobs annually and account for 97 percent of all U.S. exporters.
As aresult, their success in international markets is extremely important to the welfare of the United States.

Exporters Benefit in Many Ways

According to Howard Lewis III and J. David Richardson’s report Why Global Commitment Really
Matters!, companies that export grow faster and fail less often than companies that don’t. And
their workers and communities are better off. According to the report, published by the Institute
for International Economics, a Washington, D.C. think tank, U.S. exporting firms experience 2 to 4
percentage points faster annual growth in employment than their non-exporting counterparts.

But there’s more to the story. Exporting firms also offer better opportunities for advancement, expand
their annual total sales about 0.6 to 1.3 percent faster, and are nearly 8.5 percent less likely to go out
of business. These gains are not dependent on any specific time period or export volume. Furthermore,
sales abroad spread risk should the domestic market enter a period of slow growth or recession.

According to Why Global Commitment Really Matters!, workers employed in exporting firms have
better paying jobs. For example, blue-collar worker earnings in exporting firms are 13 percent higher
than those in nonexporting plants. Wages are 23 percent higher when comparing large plants, and 9
percent higher when comparing small plants. White-collar employees also earn more—18 percent more
than their non-exporting counterparts. Furthermore, the benefits for all workers at exporting plants are
37 percent higher, and include improved medical insurance and paid leave. Why Exports Matter: More!,
an earlier report by J. David Richardson and Karin Rindal published by the Institute for International
Economics and The Manufacturers Institute, states that less skilled workers also earn more at exporting
plants.

Service Exports Are Booming
Export opportunities for manufacturers of goods are just part of the story. Today, U.S. providers of



service exports are benefiting tremendously. And this has significantly contributed to the well being
of the U.S. economy. Why? Since 1971, the U.S. service sector has generated trade surplus that has
consistently reduced the U.S. trade deficit. For example, in 2007, U.S. exports of services reached $497
billion. This decreased the trade deficit by more than $87 billion, even more so in previous years when
the global economy was growing at a faster rate.

Since 1980, U.S. service exports have grown more than 289 percent faster than exports of goods. But
more importantly, tremendous benefits are currently derived from the service sector in terms of economic
growth, personal income, employment and exports. According to the Progressive Policy Institute (PPI),
a Washington, D.C. think tank, if current service export rates of growth continue, America’s services
exports will exceed goods exports by 2037.

America is by far the largest global commercial service exporter. The United Kingdom, France,
Germany and Japan follow in that order. In terms of commercial service imports, the United States is
followed by Germany, Japan, the United Kingdom and France. India is the developing-world leader in
services exports, through heavy sales of software, back-office services and Hollywood movies.

Service Exports Have Become More Sophisticated

When some people envision the service sector, they think of employees flipping hamburgers. In reality,
the U.S. service sector has become extremely advanced and internationally competitive. In turn, the
sector’s wages have risen considerably. This fact is not widely acknowledged.

For example, in December 2002, January 2003 and February 2003, average hourly earnings for service
production workers reached $15.49, $§15.51 and $15.65, respectively, according to the Bureau of Labor
Statistics. During these months, average hourly earnings for U.S. manufacturing production workers
were $15.48, $15.53 and $15.56. This indicates that hourly wages in the service sector have finally
caught up to the manufacturing sector.

The export of services has become a major generator of economic growth for many industries. For
example, in 2007, American universities exported $18 billion worth of education services to 730,000
foreign students. American software companies, meanwhile, earned $6 billion from overseas sales.
Hollywood actors and film studios earned $11 billion in overseas film and videotape rentals, rock
performers brought in half a billion from copyright royalties, while overseas concerts and sports
exhibitions raised $183 million, according to PPI.

Service Exports in Demand

As global demand for U.S. service exports increases, service providers are encouraged to expand
internationally. In addition to the most common service exports—such as travel, transportation,
financial, entertainment, health care and telecommunications—a whole new group of service industries
are demanded worldwide. These include business, professional, technical, accounting, advertising,
engineering, franchising, consulting, public relations, testing and training services.

From 1990 through 2002, overseas sales of services tripled, with sales of database and other high-tech
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information services, along with legal and financial services, growing even more rapidly. In coming
years, new technologies will help export growth in these industries accelerate—as the Internet, new
satellite and land-based telecom networks, and electronic commerce combine to make cross-border
services flow easier.

Expanding Globally Is Essential

For many small companies, exporting is essential to achieve success in the 21* century. But it is vital
to do your homework. Success is best achieved if you calculate all the costs of doing business and
understand the ramifications of each decision. If not, your efforts may turn into losses.

International trade enables producers of goods and services to move beyond the U.S. market of over
300 million people and sell to the world market of 7.1 billion. If you have already begun exporting your
goods or services, we encourage you to expand into new markets. If you are new to the international
arena, we hope you take advantage of this publication, seek the services of the SBA, and utilize the
tremendous resources available to you from the United States Government.
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Making the Export
Decision

Exporting is crucial to America’s economic health. Increased exports mean business
growth, and business growth means bigger profits for U.S. companies—all of which
ultimately result in more jobs for American workers. Yet only a small percentage of
potential exporters take advantage of these opportunities. It is critical for more U.S.
businesses to think globally.

Your decision to read this publication shows you are interested in exporting. You may
have already discovered that your company is competing internationally because foreign-
owned companies are competing with you in your “domestic” markets. The division
between domestic and international markets is becoming increasingly blurred. In a world
of over 6 billion people, global communication networks, next-day airfreight deliveries
worldwide and CNN, it no longer makes sense to limit your company’s sales to the local
or even the national market. Your business cannot ignore these international realities if
you intend to maintain your market share and keep pace with your competitors.

Making the decision to export requires careful assessment of the advantages and
disadvantages of expanding into new markets. Once the decision is made to export,
developing an international marketing plan is essential. This chapter presents the
advantages and disadvantages of exporting. The remaining chapters will guide you
through the steps necessary to master the “trade game.”

Advantages and Disadvantages of Exporting

Advantages

Consider some of the specific advantages of exporting.
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Exporting can help your business:
® Enhance domestic competitiveness
® Increase sales and profits
e Gain global market share
e Reduce dependence on existing markets
® Exploit corporate technology and know-how
e Extend the sales potential of existing products
e Stabilize seasonal market fluctuations
e Enhance potential for corporate expansion
e Sell excess production capacity

e QGain information about foreign competition

Disadvantages

In comparison, there are certain disadvantages to exporting. Your business may be
required to:

® Subordinate short-term profits to long-term gains
e Hire staff to launch the export expansion

e Modify your product or packaging

® Develop new promotional material

® Incur added administrative costs

® Dedicate personnel for traveling

e Wait longer for payments

e Apply for additional financing

e Obtain special export licenses

These disadvantages may justify a decision to forego direct exporting at the present
time, although your company may be able to pursue exporting through an intermediary.
If your company’s financial situation is weak, attempting to sell into foreign markets
may be ill-timed. The decision to export needs to be based on careful analysis and sound
planning.



International Marketing
Plan Workbook

The purpose of the International Marketing Plan workbook is to prepare your business to
enter the international marketplace. Ask yourself: Should I expand my company through
exporting? Do I have any products or services” I can export? This workbook will lead you
step-by-step through the process of exporting your product to an international market.

The workbook is divided into sections. Each section should be completed before you
start the next. After you have completed the entire workbook, you will be ready to
develop an international marketing plan to export your product. The remaining chapters
of this Guide will assist you in determining where and how to find the resources to begin
exporting successfully.

* When products are mentioned, services should be assumed also.
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Planning

Why complete this workbook and write a plan?

Five reasons why it will be worth your time and effort:

1.

Careful completion of this workbook will help evaluate your level of commitment to
exporting.

The completed workbook can help you assess your products’ potential for the global
market.

The workbook gives you a tool to help you better manage your international business
operations successfully.

The completed workbook will help you communicate your business ideas to persons
outside your company. It is excellent starting point for developing an international
financing proposal.

With a plan the business is able to stay focused on primary objectives and has a
measuring tool for results as each step is achieved.

Can’t | hire someone to do this for me?

No! Nobody will do your thinking or make decisions for you. This is YOUR business. If
the marketing plan is to be useful, it must reflect your ideas and efforts.

Why is planning so important?

The planning process forces you to look at your future business operations and anticipate
what will happen. This process better prepares you for the future and makes you more
knowledgeable about your business. Planning is vital for marketing your product in an
international marketplace and at home.

Any firm considering entering into international business transactions must understand
that doing business internationally is not a simple task. It is stimulating and potentially
profitable in the long-term but requires much preparation and research prior to the first
transaction.

In considering products or services for the international market, a business

needs to be:
1. Successful in its present domestic operation.
2. Willing to commit its resources of time, people and capital to the export program.
Entry into international markets may take as long as two years of cash outflow to
generate profit.
3. Sensitive and aware of the cultural differences in doing business in other countries.
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Approach your export operations in the same way you would your domestic operations—
using sound business fundamentals. Developing an international marketing plan helps
you assess your present market situation, business goals and commitment. This will
increase your opportunities for success.

A marketing plan is a process, not a product. It must be revised on a continual basis
as your knowledge increases about international markets. You will be surprised how
much easier it is to update a marketing plan after the first one is written. Planning is
a continuous process. Plus, after a revision or two, you will know more about your
international business market opportunities to export products.
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Goal Setting

Identifying business goals can be an exciting and often challenging process. It is,
however, an important step in planning your entry into the international marketplace.
The following exercise is an additional step to help clarify your short- and long-term

goals.

Step 1: Define long-term goals.
A) What are your long term goals for this business in the next 5 years?

Examples: increase export sales by % annually or % market share
or % profitability or return on assets.
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B) How will the international trade market help you reach your long-term goals?

Step 2: Define short-term goals.

A) Select one or two target markets; research product standards and certification
requirements; make modifications, if needed, to get product export ready.
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B) What are your two-year goals for your international business products/services?

Example: Modify product for metric definition; expand international opportunities
from initial penetration of a market to other similar markets.

Step 3: Develop an action plan with timelines to reach your short-term
goals.
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Identifying Products With Export Potential

List below the products your company sells which you believe have export potential. Write
down why you believe each product will be successful in the international marketplace.
The reasons should be based on your current knowledge, rather than any research.

Products/Services Reasons for Export Success
L. L.
2. 2.
3. 3.

Based on reasons for export success, select one or more products you believe might have
the best prospects for exporting.

Decision Point: These products have export potential.

Yes No
If YES, go on to next steps.

Step 1: Select the most exportable products to be offered internationally.

To identify products with export potential, you need to consider products that are sold
successfully in the domestic market. The product should fill a targeted need for the
purchaser in export markets according to price, value to customer/country and market
demand.

What are the major products my business sells?
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What product(s) do you feel have the best potential for international trade?

Step 2: Evaluate the product(s) to be offered internationally.

What makes your product(s) attractive for an overseas market?

Why do you believe international buyers will purchase your company’s products?

Determining Your Company’s Export Readiness

Pros and Cons of Market Expansion

Brainstorm a list of pros and cons for expanding your market internationally. Based on
your current assumptions about your company, your company’s products and any market
knowledge, determine your probability of success in the international market.

Pros Cons
1. 1.
2. 2
3 3
4 4.
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Pros and Cons of Market Expansion

0% 25% 50% 75% 100%

Your Business/Company Analysis

Step 1: Why is your business successful in the domestic market? Give
specific reasons. What is your company’s annual growth rate?

Step 2: What are the competitive advantages of your products or business
over the domestic and international businesses?

List them:

Step 3: What is your level of commitment and that of your company’s top
management to expanding into international markets? How much
preparation time, planning and resources are you willing to commit
to implementing an export program?
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Industry Analysis

Step 1: Find export data available on your industry.

Go online to the U.S. Department of Commerce’s website (www.export.gov) or search
for trade statistics on Industry Canada’s website (http:/strategis.ic.gc.ca/sc_mrkti/ibin/
compare.html)

Step 2: Research how competitive your industry is in the global markets.

Locate industry sector reports available at www.export.gov, evaluate import-export
statistics from the Bureau of Census (www.census.gov) or contact your trade association,
or the nearest U.S Export Assistance Center.

Step 3: Find your industry’s growth potential internationally.

Talk to companies in your industry or trade association, read industry-specific magazines,
attend a national trade fair and look for industry reports at the web site www.export.
gov.
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Step 4. Research federal or state government market studies that have
been conducted on your industry’s potential international markets.

Obtain information available through the U.S. Department of Commerce at www.export.gov,
or contact your local USEAC, SBA, or SBDC office, or your trade association.

Developing Your Export Marketing Plan

Read Chapters 2 and 3 of this Guide before completing this section.

Step 1: Select the best countries to market your product.

Since the number of world markets to be considered by a company is very large, it is
neither possible nor advisable to research them all. Thus, your firm’s time and money are
spent most effectively by using a sequential screening process.

Your first step in this process is to select the more commercially attractive countries for
your product. Preliminary screening involves defining the physical, political, economic
and cultural environment. You can find country research at www.export.gov; the web site
has Country Commercial Guides for each country where there is a Foreign Commercial
Service presence. In addition, the Department of State has background reports on each
country at www.state.gov, as does the Central Intelligence Agency’s World Factbook
which can be accessed at www.cia.gov.

(1) Select 3 countries you think have the best market potential for your
product;

(2) Review the market factors for each country;

(3) Research data/information for each country;

(4) Rate each factor on a scale of 1-5 with 5 being the best; and

(5) Select a target market country (C) based on your ratings (R).
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Market Factor Assessment Country| Rating |Country| Rating

Demographic/Physical Environment:

* Population size, growth, density

¢ Urban and rural distribution

¢ Climate and weather variations

Shipping distance

* Product-significant demographics

Physical distribution and communication
network

¢ Natural resources

Political Environment:

* System of government

* Political stability and continuity

* Ideological orientation

¢ Government involvement in business

Attitudes toward foreign business
(trade restrictions, tariffs)

Competitive Environment:

» Uniqueness of your product/service

* Pricing of competitive products (non-
tariff barriers, bilateral trade agreements)

 National economic and development
priorities

* Regulatory or quality standards for
imports

Economic Environment:

* Overall level of development

* Economic growth; GNP, industrial sector

* Role of foreign trade in the economy
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Market Factor Assessment

Country

Rating

Country

Rating

» Currency: inflation rate, availability,
controls, stability of exchange rate

» Balance of payments

* Per capita income and distribution

* Disposable income and expenditure
patterns

Social/Cultural Environment:

* Literary rate, educational level

¢ Existence of middle class

¢ Similarities and differences in relation to

home market.

» Language and other cultural
considerations

Market Access:

» Limitations on trade: high levels, quotas

* Documentation and import regulations

* Local standards, practices, and other
non-tariff barriers

* Patents and trademark protection

¢ Preferential treaties

* Legal considerations for investment,

taxation, repatriation, employment, code

of laws

Product Potential:

¢ Customer needs and desires

* Local production, imports, consumption

» Exposure to and acceptance of product

Availability of linking products

¢ Industry-specific key indicators of demand
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Market Factor Assessment Country| Rating |Country| Rating

* Attitudes toward products of foreign
demand

» Competitive offerings

Local Distribution and Production:

* Availability of intermediaries

» Regional and local transportation facilities

* Availability of manpower

¢ Conditions for local manufacture

Indicators of population, income levels and consumption patterns should be considered.
In addition, statistics on local production trends, along with imports and exports of the
product category, are helpful for assessing industry market potential. Often, an industry
will have a few key indicators or measures that will help determine the industry strength
and demand within an international market. A manufacturer of medical equipment,
for example, may use the number of hospital beds, the number of surgeries and public
expenditures for health care as indicators to assess the potential for this products.

Why do you believe international buyers will purchase your company’s products?

Step 2: Research how competitive your industry is in the global markets.

Much of this information can be obtained from an industry trade association for your
particular industry.

What is your present U.S. market percentage?
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What are the projected sales for similar products in your chosen international markets
for the coming year?

What sales volume will you project for your products in these international markets for
the coming year?

What is the projected growth in these international markets over the next five years?

Step 3: Identify Customers Within Your Chosen Markets.

What companies, agents or distributors have purchased similar products?

What companies, agents or distributors have made recent requests for information on
similar products?
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What companies, agents or distributors would most likely be prospective customers for
your export products?

Step 4: Determine Method of Exporting.

How do other U.S. firms sell in the markets you have chosen?

Will you sell direct to the customer?

1. Who will represent your firm?

2. Who will service the customers’ needs?

Step 5: Building A Distributor or Agent Relationship.

Plan to travel to the country in question as many times as is necessary to build a successful
relationship.

Will you appoint a rep or distributor to handle your export market? Consider legal
advice from the Export Legal Assistance Network (ELAN). A free initial consultation is
available by request through a U.S. Export Assistance Center.
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1. What facilities does the agent or distributor need to service the market?

2. What type of client should your agent or distributor be familiar with in order
to sell your product?

3. What territory should the agent or distributor cover?

4. What financial strength should the agent or distributor have?

5. What other competitive or non-competitive lines are acceptable or not
acceptable for the agent or distributor to carry?

6. How many sales representatives does the agent or distributor need and how
often will they cover the territory?
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Will you use an export management company (EMC) to do your marketing
and distribution for you?

Yes No

EMCs do not have to represent your company exclusively on a worldwide basis. Rather,
they sometimes can represent you in specific regional markets. For example, you might
contract with an EMC to sell your products in Latin American markets, while you

continue to handle direct export sales to Europe and Asia.

If yes, have you development an acceptable sales and marketing plan with realistic goals
you agree to?

Yes No

Comments:

Marketing Your Product/Service

Given the market potential for your products in international markets, how is your product
or service distinguished from others—attractive or competitive?

1. What are your product’s advantages?

2. What are your product’s disadvantages?

3. What are your competitors’ products’ advantages?
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4. What are your competitors’ products’ disadvantages?

What needs does your product fill in a foreign market?

What competitive products are sold abroad and to whom?

How complex is your product? What skills or special training are required to:

1. Install your product?

2. Use your product?

3. Maintain your product?
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4. Service your product?

What options and accessories are available?

1. Has an aftermarket been developed for your product?

2. What other equipment does the buyer need to use your product?

3. What complementary goods does your product require?

If your product is an industrial good:

1. What firms are likely to use it?
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2. What is the useful life of your product?

3. Isuse or life of product affected by climate? If so, how?

4. Will geography affect product purchase; for example transportation
problems?

5. Will the product be restricted abroad; for example tariffs, quotas or non-tariff
barriers?

If your product is a consumer good:

1. Who will consume it? How frequently will the product be bought?

2. Is consumption affected by climate?




24 International Business Plan Workbook

3. Is consumption affected by geography; for example, transportation problems?

4. Will there be product-related requirements, i.e. product certification, testing,
special government approval, quotas, etc.?

5. Does your product conflict with traditions, habits or beliefs or customers abroad?

Support Functions

To achieve efficient sales offerings to buyers in the targeted markets, you should address
several concerns regarding products, literature and customer relations.

Step 1: Identify produ