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8.3: 7.02- Exporting

&b Learning Objectives

After reading this section, students should be able to ...

1. explain why companies export products
2. state the benefits of exporting
3. state the risks of exporting

Exporting is defined as the sale of products and services in foreign countries that are sourced or made in the home country.
Importing is the flipside of exporting. Importing refers to buying goods and services from foreign sources and bringing them back
into the home country. Importing is also known as global sourcing.

An Entrepreneur’s Import Success Story

Selena Cuffe started her wine import company, Heritage Link Brands, in 2005. Importing wine isn’t new, but Cuffe did it with a
twist: she focused on importing wine produced by black South Africans. Cuffe got the idea after attending a wine festival in
Soweto, where she saw more than five hundred wines from eighty-six producers showcased. Cuffe did some market research and
learned of the $3 billion wine industry in Africa. She also saw a gap in the existing market related to wine produced by indigenous
African vintners and decided to fill it. She started her company with $70,000, financed through her savings and credit cards. In the
first year, sales were only $100,000 but then jumped to $1 million in the second year, when Cuffe sold to more than one thousand
restaurants, retailers, and grocery stores. Even better, American Airlines began carrying Cuffe’s imported wines on flights, thus
providing a steady flow of business amid the more uncertain restaurant market. Cuffe has attributed her success to passion as well
as to patience for meeting the multiple regulations required when running an import business.

Exporting is an effective entry strategy for companies that are just beginning to enter a new foreign market. It’s a low-cost, low-risk
option compared to the other strategies. These same reasons make exporting a good strategy for small and midsize companies that
can’t or won’t make significant financial investment in the international market.

Companies can sell into a foreign country either through a local distributor or through their own salespeople. Many government
export-trade offices can help a company find a local distributor. Increasingly, the Internet has provided a more efficient way for
foreign companies to find local distributors and enter into commercial transactions.

Distributors are export intermediaries who represent the company in the foreign market. Often, distributors represent many
companies, acting as the “face” of the company in that country, selling products, providing customer service, and receiving
payments. In many cases, the distributors take title to the goods and then resell them. Companies use distributors because
distributors know the local market and are a cost-effective way to enter that market.

However, using distributors to help with export can have its own challenges. For example, some companies find that if they have a
dedicated salesperson who travels frequently to the country, they’re likely to get more sales than by relying solely on the
distributor. Often, that’s because distributors sell multiple products and sometimes even competing ones. Making sure that the
distributor favors one firm’s product over another product can be hard to monitor. In countries like China, some companies find that
—culturally—Chinese consumers may be more likely to buy a product from a foreign company than from a local distributor,
particularly in the case of a complicated, high-tech product. Simply put, the Chinese are more likely to trust that the overseas
salesperson knows their product better.

Why Do Companies Export?

Companies export because it’s the easiest way to participate in global trade, it’s a less costly investment than the other entry
strategies, and it’s much easier to simply stop exporting than it is to extricate oneself from the other entry modes. An export partner
in the form of either a distributor or an export management company can facilitate this process. An export management company
(EMC) is an independent company that performs the duties that a firm’s own export department would execute. The EMC handles
the necessary documentation, finds buyers for the export, and takes title of the goods for direct export. In return, the EMC charges a
fee or commission for its services. Because an EMC performs all the functions that a firm’s export department would, the firm
doesn’t have to develop these internal capabilities. Most of all, exporting gives a company quick access to new markets.

(cc)(§ )0$AD) 8.3.1 https://biz.libretexts.org/@go/page/111798


https://libretexts.org/
https://creativecommons.org/licenses/by-nc-sa/4.0/
https://biz.libretexts.org/@go/page/111798?pdf
https://biz.libretexts.org/Courses/Canada_College/Bus_230%3A_International_Marketing/08%3A_Global_Market_Entry_Modes/8.03%3A_7.02-Exporting

LibreTextsw

Benefits of Exporting: Vitrac

Egyptian company Vitrac was founded by Mounir Fakhry Abdel Nour to take advantage of Egypt’s surplus fruit products. At its
inception, Vitrac sourced local fruit, made it into jam, and exported it worldwide. Vitrac has acquired money, market, and
manufacturing advantages from exporting.

e Market.The company has access to a new market, which has brought added revenues.

e Money.Not only has Vitrac earned more revenue, but it has also gained access to foreign currency, which benefits companies
located in certain regions of the world, such as in Vitrac’s home country of Egypt.

o Manufacturing.The cost to manufacture a given unit decreased because Vitrac has been able to manufacture at higher volumes
and buy source materials in higher volumes, thus benefitting from volume discounts.

Risks of Exporting

There are risks in relying on the export option. If you merely export to a country, the distributor or buyer might switch to or at least
threaten to switch to a cheaper supplier in order to get a better price. Or someone might start making the product locally and take
the market from you. Also, local buyers sometimes believe that a company which only exports to them isn’t very committed to
providing long-term service and support once a sale is complete. Thus, they may prefer to buy from someone who’s producing
directly within the country. At this point, many companies begin to reconsider having a local presence, which moves them toward

one of the other entry options.

v Ethics in Action: Different Countries, Different Food and Drug Rules

Particular products, especially foods and drugs, are often subject to local laws regarding safety, purity, packaging, labeling, and
so on. Companies that want to make a product that can be sold in multiple countries must comply with the highest common
denominator of all the laws of all the target markets. Complying with the highest standard could increase the overall cost of the
product. As a result, some companies opt to stay out of markets where compliance with the regulation would be more costly. Is
it ethical to be selling a product in one country that another country deems substandard?

Exporting is a easy way to enter an international market. In addition to exporting, companies can choose to pursue more specialized
modes of entry—namely, contracutal modes or investment modes. Contractual modes involve the use of contracts rather than
investment. Let’s look at the two main contractual entry modes, licensing and franchising.
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