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Agenda

wOverview of the International Trade Center SBDC and how we
help small businesses

wDescribe how companies prepare to successfully export
wConsider payment options and costs in international trade
wDiscuss the regulatory environment for trade with the US
wHighlight cultural differences

wReview free internebased resources

wQuestion and answer session



North Texas Small Business Development Center Network

Federal Government

U.S. Small Business Administration

SBAL

Your Small Business Resource

State Government

Educational Institution

m Dallas County
Bl Community College District
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North Texas
Small Business
Development
Center Network
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A Serve 49 counties in the North
Texas Small Business
Development Center network

A Provide free counseling to
individuals on international trade
issues

I Export business planning,
market entry strategy, trade
compliance, etc.

A Provide low-cost training to
entrepreneurs and small
businesses

T NAFTA, CAFTA, Importing,
Exporting, etc
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Overview of the US Market
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Population Profileg US and Texas

People Quick Facts Texas USA
Population, 2009 estimate
24,326,974 304,059,724
Foreign born persons,
percent, 2000
13.9% 11.1%
Language other than English
spoken at home, percent
age 5+, 2000
31.2% 17.9%
Median household income,
2007 $47,563 $50,740
Per capita money income,
1999 $19,617 $21,587
Persons below poverty,
percent, 2007
16.3% 13%

Source: U.S. Census Bureau




Tunisia- US Trade Flow

Exports 2009

Exports 2009
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Source: USA Trade Online
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Preparing Your Company To
EXxport



Question?

You just received an unsolicited order from a new customer in the US (a
country in which you never done business) do you:
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How do you handle these types of
Inquiries inyour company?
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Preliminary Steps

3 Form a company and have access to
capital

3 Electronic presence email,
website, etc.

3 Have a product available for sale

3 Gain management commitment to
export process

3 Narrow down your target market to
a select region / countries

3 Become aware of Tunisian export
rules and regulations

3 Appoint staff dedicated to the
export endeavor
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Steps to Export Readiness

C |dentify the Harmonized Tariff Schedule number for your product
b  Obtain duty info, trade statistics
b  Proper classification from online or buyer
Sourcehttp://dataweb.usitc.qov/scripts/tariff _current.asp

C Research the markegprimary vs. secondary

Political, environmental, technological, and societal trends

Currency issues including exchange rate, currency restrictions
Competitiong local and foreign

Marking or labeling requirements

Trade statistics for the product in the countries you select

[ dzft 0dzN>F £ R2Qa YR R2yQia 2F R2AYy3
Legal considerations

Transportation methods

Source:
https://www.uktradeinvest.gov.uk/ukti/appmanager/ukti/countries?_nfls=false& nfp
b=true& pagelLabel=CountryTypel&navigationPageld=/usa
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Steps to Export Readiness
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Develop a business plan

9ESOdziAPS &dzYYI NBE 2F o0dzaAySaa | yR
Overview of your company, its products/services, key management and
business model

Product/service description with its strengths, weakness, pricing, and after
sales service

Sales and marketing plan or actions steps with distribution channels, target
customer

Financial analysis including export budget and pro forma financial
statements

Risk analysis of what can go wrong and what you do to mitigate
Implementation schedule and responsibilities and key deliverables

Determine a market entry strategydirect vs. indirect



Plan Execution

C Obtain required licenses

C Make needed product and label modifications
Barcode

Imperial weights / measures

English and/or Spanish translation

Electric current

oo o0

C Attend selected trade shows

C Test the market based on your market entry strategy
b  Recruit distributors or agents
b  Take advantage of electronic and social media (eBay, Facebook)



Plan Execution

C Launch countrbased marketing campaign

C Process a theoretical order
b Proforma invoice

b  Include: cost, INCOTERMS, shipping, currency of payment, payment terms.
etc

C Prepare proper documentation
Commercial invoice
Certificate of origin
Packing list

Bill of lading

oo o0



/ Common Market Entry Mistakes

1. Failing to research planned market sufficiently or leaving it to an inexperienced person

2. Failing to use local experts to create a proper entry plan that addresses legal, financial
issues

3. al {1AYy3 laadzYLiaAzya GKIFIO gKSNB GKAyYy3a | NB
same

4, Failing to check out the market positioning of local brands

5. Failing to adjust market entry to local conditions

6. Selecting an inexperienced or underfunded partner

7. Not setting up a pilot operation to test market acceptability over a reasonable period

before moving forward

 RFLIWSR TNRBY a¢KS 1 58I Rf & ¢BimohddL&dF 9E



Export Business Planning Process

Execute

requirements

wMarking and labeling
requirements

\ Business /

|
I
|
wGain management wHarmonized Tariff Number wMarket entry strategy | wObtain required licenses
commitment to for each product i ExportMgmtCo, , wMake needed product and
export process wPolitical, technological, Export Trading Co, 1 label modifications
A . . . . I A
wDetermine reasons financial trends agent, distributor | )Process a theoretical order
for exporting wLegal and documentary wSales & financial goals : wAttend selected trade
wlnvestigate which requirements wPricing strategy I shows
products have wTarget market [ INCOTERMS, paymeﬂu wRecruit distributors or
export potential demographics type, export costs 1 agents
wChoose a country or w/ dzf 0 dzNJ £ R2 Qagdoglantd Prdgikhd | wLaunch countnpased
region of the world wTransportation methods wDistribution methods ! marketing campaign
to base r3]/our market wCompetitive landscape wEXport management team!
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researc wExport licensing wRisk mitigation strategy |
|
1
|
I
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Plan
— = Continuous
Executive Product/ Competitive Financial
Summary Service Analysis Analysis
Company Marketing Export Risk
Overview Analysis Budget Analysis
- — - — - — . _— International Trade Center SBDC



General View of Export Order Process
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Costs and Payment Terms



Potential Export Costs

Startup > Transactional > Ongoing >

AConsultants ABanking Fees ABusiness Travel
AMVarket Research  APerformance Bonds  Agntertainment
Alntellectual Property ACredit or ACommunications
Protection Background Check ATrade Shows
AProduct AFreight AMarketing
Modification Alnsuranceg cargo, ATraining
ATranslation credit
AlLegal APackaging
ALicensing ATesting
ADocumentation

AFreight Forwarder
ASales Commission
AVolume Discounts



Potential Import Costs

The importer is using the landed cost calculation to determine the cost to
purchase from a foreign supplier.

Product Cost

+ Inspection and Testing Costs

+ Assists

+ Additional Packaging These items can
+ Inland Shipping I be paid by the
+ Ocean and/or Air Shipping Costs exporter or

+ Insurance (cargo) — importer

+ Duties depending on
+ Customs Fees INCOTERMS
+ Broker Fees _ used.

+ Payment Costs (foreign exchange, L/C)

+ Contingency (unexpected costs)

Total Cost/Landed Cost



Estimated Costs to Import into the US

Nature of Import Duration US$

Procedures (days) Cost
Documents preparation 2 160
Customs clearance and

: 1 50
technical control
Ports .and terminal 1 400
handling
Inland traqsportatlon 1 550
and handling
Totals: 5 1160

General Required Documents
Bill of lading or airway bill
Commercial invoice

Packing list

US Customs entry forms
Importer Security Filing (ISF)

To To To T I

Marking/Labeling

A Country of origin must be on
product and/or packaging

Sources: Doing Business-World Bank, Importing into the US- US Customs and Border Protection, (1) Represents an estimation of import costs



Payment Options

METHOD GOODS AVAILABLE USUAL TIME OF RISK TO RISK TO IMPORTER
TO BUYER PAYMENT EXPORTER
Advance Payment After payment Before shipment none Maximum - Relies on

exporter to ship
goods as ordered

Letter of Credit

After payment

When documents are

Virtually none

Assured of quantity

Documents against
payment

at loss

*Confirmed available at shipment and also quality at

*Unconfirmed shipment if inspection

(Advised) report is required
Documentary After payment On presentation or If draft unpaid, good | Assured of quantity,
Collection draft to importer must be returned or also quality, if goods
Sight draft disposed of, usually are inspected before

shipment

pay account as
agreed i complete
risk

Documentary Before payment On maturity of draft Relies on importer to | Minimal - Can check
Collection pay draft; if unpaid, shipment for quantity
Time Draft goods must be and quality before
Documents against returned or disposed | payment
acceptance of
Consignment Before payment, After use; inventory Substantial risk None

exporter retains title and warehousing cost | unless through

until goods are sold to exporter foreign branch of

or used subsidiary
Open Account Before payment As agreed Relies on importer to | None

Source:
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Regulatory Environment



Trade Compliance Landscape for US Companies

US US GoVvot
Legislation Agency

Foreign Trade « Country
Govot Compliance

A 4

Processes



US Customs and Border Protection

MON 9P

AMERICA'S PORT

America’s Port provides an
unblinking view of this vibrant
and colorful nerve center for
global trade — the Port of Los
Angeles. Get an inside look at
this massive complex and the
intrepid individuals charged with
keeping it running smoothly and
securely 365 days a year. It's a
dynamic and dangerous 24/7
operation.

http://channel.nationalgeographic.com/series/americas-port/3554/0Overview#tab-Videos/05243 00
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Cultural Understanding



Cultural Differences: Lowontext vs. Higitontext

Low-Context Culture

A Information and meaning are
explicitly stated in the message
or communication

A Strong reliance on verbal
communication

A Business and social
relationships are discrete

A Competence is valued as much
or more than position or status

High-Context Culture

A Individual has internalized
meaning and information, so
that little is explicitly stated in
written or spoken messages

A Strong reliance on nonverbal
actions

A Business and social
relationships overlap

A Position or status valued more
than competence

Low-Context Cultures

High-Context Cultures

Germany

us

Scandinavian British French

Source: Business Communication Today i Bovee, Thill, Schatzman pp 57-61, 2003

Italian

Spanish Mexican  Greek Arab African Asian



Cultural Differences: Business Perspective

Activity

Low-Context

High-Context

Punctuality valued. Time is concrete.
G¢AYS AA Y2ySeé¢

Time is continuous, flexible and fluid.
a afran €

Decisions are reached quickly and as
efficiently as possible. Can be made at
the lower levels in organization.

Decision made by consensus. May need t¢
work its way up thru the organization.

Disagreements settled in court. Written
contract is final authority.

Disagreements negotiated between partie$
Written contract can be starting point for
negotiations.

e

Business people may use first names
after initial introduction. Use of titles car
be seen as vain.

Business people addressed using surnamgs
and titles as a sign of respect.

LYRADARdZ 2 K& Y QA f g0 REdztB2/Na O t dzSTRe naild §

Y S K arge personal space. Self
sufficiency prized.

GKFG adAola dzlz ¢ At

Comfortable with doing business with
LIS2LX S 6S R2y Qi 1

Value relationships, family connections, ar|d
(ByaltyGA T LIK2Yy ST FlFEZX

email.

Source: Business Communication Today i Bovee, Thill, Schatzman pp 57-61, 2003



