Chapter 2
The six commonalties of the importing/exporting transaction.
1. Terminology: because of increasing international interdependency, trade literacy has become as important in modern business as Internet and computer literacy. 
2. Homework: research is one of the keys to winning the trade game. Do research before starting a project. 
3. Choosing the product or service: if the organization already provides a service or sells a product then you will import/export that. But for ones own import/export business, the job is to sell someone else’s product/service. Act as a middleman.  Starting a business with a product/service with which you have an advantage. 
· You can gain the advantage because of prior knowledge, by doing research, by making or using contacts or by understanding a language or culture. 
· The product selected may need to be adapted to the cultures of other countries. 
· Product standards: ISO is an organization that harmonizes world product standards(flammability, labelling, pollution, food and drug laws, and safety standards).
· Technical specifications and codes: most of the world uses 220V, 50Hz but US uses 12V. most of world uses metric system, determine how you can convert your product to meet the appropriate specifications and codes. 
· Quality and product life cycle: new products are typically introduced to developed nations leaving opportunity for sales of earlier models to least-developed countries.
· Other uses: different countries use some products for purposes different from those that we apply here.

4. Making contacts: the exporter must convince a domestic manufacturer of his ability to sell the manufacturers product or service internationally. The importer must find an oversea manufacturer or middleman from whom to buy the product or service. Importers and exporters neeed contacts to get started. They are classified in 2 categories:
· Sourcing (finding) a manufacturer or provider of the product or service you wish to import or export.
· Marketing (selling) that product or service. 
5. Market Research: is the product salable? Does anyone care? If you are presenting a new product, you may have to creat a market. Good rule of thumb is “if a market isn’t there, get out of the project and find another product.”  International market research will save money and time. a checklist of research items for importers and exporters:
· Is there already a market for the product?
· What is the market price?
· What is the sales volume for the product?
· Who has market share, and what are the shares?
· More on page 56 
6. What’s the bottom line? Profit is an internal, individualized decision that varies from product to product, industry to industy, and within the market channel. Desirable profit relates to the goals you plan for your import/export business. 

The profit aspects of international trade
· Initial Quotations  begin either with a request for quotation (RFQ) sent by the importer to the exporter or with an unsolicited offer from the exporter.  The pro forma invoice is the method most often used to initiate negotiations. It is forwarded by the seller of goods prior to a contemplated shipment; it advises the buyer of the kinds and quantities of goods to be sent, their value, and importance specifications.  Once accepted by the purchaser, it becomes a binding sales agreement or legal contract, and the seller is bound to the terms stated. 
           The key elements of the contract:
· Product description and specifications
· Material costs
· Price
· Quantity
· Shipping costs
· Delivery terms
· Procedures 

· Terms of sale: suppliers use pricing terms, defines the geographical point where the risks and costs of the exporter and importer begin and end.  The ICC, developed a set on international rules for the interpretation of the most commonly used trade terms called INCOTERMS. Mostly common terms used:
· EXW: used with a named place or point of origin. These terms   mean that the seller agrees to cover all charges to place the goods at a specified delivery point. 
· FAS: Is usally followed by a named port of export. A seller quotes this term for the price of goods that includes charges for delivery alongside vessel at the port.
·  CIF: is used with a names overseas port of import. The seller is responsible for charges up to the port of final destination. 
· DAF: is used with a named place of import. The seller felivers when the goods are places at the disposal of the buyer on the arriving means of transport. 
· 
· The market Channel
· It includes the manufacturer, the foreign import/ export agent, any  distributors (wholesalers), any retailers, the buyers or customs.  

· Pricing for profit: price of the product should be high enough to generate a profit and low enough to be competitive. 
· The importer/ exporter should strive to buy at or below factory prices. This can be done by eliminating the manufacturer’s cost of domestic sales and advertising expenses from the overseas price.  

Chapter 3
Before committing resources (time and money) to the project, must make sure to complete the following 
1. develop a market plan: process, that allows you to think thorough the   many logical ways to reach buyers and convince them to agree to a sale.
2. Prepare for negotiations
3. Understand the tips and traps of culture
4. Consider intellectual property rights
5. Learn about communications
6. Get ready to travel 
Segmenting the market: it enables an import/ export organization to choose its customers and fashion its marketing strategy based both on identified customer wants and requirements, and on response to the startup’s specific desires and needs. 
· Macro segmentation: divides a market by such broad characteristics as industry shipments, location, firm size, and the like. Export macro segments might sort by language, purchasing power, or cultural preference. 
· [bookmark: _GoBack]Micro segmentation: finds the homogenous customer groups within macro segments and therefore attempts to find out who makes the decisions for each homogenous group. An import micro segmentation might take the data from you market research effort and ID where the wholesalers are located. 
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