Big exporiers, such as Boeing, Caterpillar, and General
Electric, generate about 60 percent of total exports from the
United States. Tneir smatler shipments are usually much
larger than the largest shipments of smailer companies.
Still, small and medium-size enterprises (SMES), specifically,
companies with fewer than 500 workers, account for 97
percent of all U.S. exporters. One such SME is SpinCent of
Pennsylvania.

SpinCent manufactures Jaboratory and Industrial cen-
trifuges that provide separation solutions for firms in the
chemical, pharmaceutical, food, environmental, and mining
industries. In brief, a centrifuge is a piece of equipment
that puts an object into highspeed rotation around a fixed
axis. Centripetal acceleration causes substances to separate,
moving heavy elements to the bottom and lighter objects to-
ward the top of the container; in between is liquid. SpinGent’s
54 employees—45 workers, four product engineers, and five
managers—operates out of its 60,000-square-foot facility in
suburban Philadelphia.

SpinCent began operations in 2000 with “one goal in
mind...to create a line of centrifuges our customers had

absolute confidence in.” Its patented technology anchored a”
full line of autbmatic and manual centrifuges known for qual- -

ity, high performance, and good vaiue. It has always taken
pride in offering complete custom-engineering tlesign and
tools that serve the most demanding industries. To this day,
management believes it builds “centrifuges for which there
simply are no equals.”

To Export or Mot to Exporh:

That Is the Question

From its start, SpinCent had passively approached export.
ft international sales often resulted from orders from other
U.S. companies that were destined for export, occasional
sales leads received at trade shows, or an unsolicited order
through the Web or mail. Export results had been mixed
- with sales generating somewhat reasonable returns; they
would have been higher but for for unexpected problems
and pitfalls.

Paul Knepper, CEQ and founder, explained that a few con-
cerns had dissuaded SpinCent from aggressively developing
exports. First, he and his colleagues had general misgivings
about the fikelihood of international success. In previous
efforts, they felt as if they spent more time on unfocused
searching than on purposefully growing exports. Moreover,
serving customers in the domestic market kept them quite
busy. Stretching their thin management structure to develop
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international operations would he tough. In addition, entering
international markets would put SpinCent inte direct compe-
tition with seasoned exporters from Germany and Japan,
© Mr. Knepper knew SpinCent had to decide to export or not.
Concerns about productivity, profitability, and diversification had
been building for several years. The struggling U.S. economy,
besides slowing SpinCent's growth, had led a few of its custom-
ers to import cheaper, lower-gnd centrifuges from foreign sup-
pliers. If the trend continued, Mr. Knepper anticipated increasing
price competition from both domestic and international rivals.
Add it alt up and management realized it had a big
dacision: focus fully on the domestic market and wring out
every possible efficiency or expand the company’s frontier
by aggressively escalating export. Ultimately, the decision
was made for it. The slow-moving deindustrialization of the

United States, forecasted to continue for years, would sys- -

tematically reduce domestic demand. Concurrentiy, quickly
industrializing emerging economies, particufarly in Asia, sig-
naled strong growth opportunities.

Asia’s Calling _
SpinCent Identified key trends in Asia that signaled poten- -
tial selling opportunities. “Industries were coming onling
everywhere and seemingly overnight” said Mr. Knepper.
Pro-market reform, economic development, and global-~
ization were industrializing activities in several countries. .
Increasingly, these emerging Industries required the sophis
ticated sorts of centrifuges that SpinCent made. Unlike the
United States, which was in the mature part of the produci.}
lifecycle, emerging economies were just starting and looked ;.
set to grow for years. ‘ :

Getting Started _ .
New to the idea of the Asian market, SpinCent sought help 0
how best to access the large, diverse region. It feared gettin
overstretched and wasting resources going solo. Moreove
Mr. Knepper was not looking to generate a burst of expol
sales. He aimed to develop relationships that would driv
long-term export growth. Hence, his primary challenge wa
finding competent and trustworthy distributors who woul
take responsibility for local sales. Said Mr. Knepper, "W
were [ooking for a long-term partner and not a quick expor
sale.... The right partner for SpinCent needed to be as.¢
fident and competent about the product as we ars, and ab
to promote, educate, and serve consumers in the respectiv
territories.” To that end, he wanted background informa
on potential distributors beforehand, making sure possit!




’prob[ems with buyers who wouldn't pay or couldn’t arrange letters of credit. Warned Mr. Knepper,
i naid is & huge part of running a husiness, and unless a company has the right payment policies
Q J it wiif get scammed.”
siridful of these issues, Mr. Knepper attended a trade seminar sponsored by the U.S. Commercial
5 Export Assistance Center of Philadelphia. it featured market analysis and trade reports on the
rowing, emerging economies of Asia, As he took his seat, his mind couldn’t help but wonder about
portumtles Sure, they sounded great. However, he had seen hype like this before come back to bite.
i ermore he had heard various horror stories at trade shows about the inevitable problems and evoly-
n’alls of exports. Indeed, he reflected, a key reason for attending the seminar was to reconcile his
yaguie sense of the opportunities and threats.
nce exports promote economic growth, policymakers and government agencles offer extensive
i aes stance Trade seminars, market research, training programs, and financial ptanning are just some of
tﬁe many services. Trade officials directed their energies toward SMEs, like SpinCent, seeing them as the
major beneficiaries of initiatives to improve and accelerate international trade activity, U.S. trade officials,
for instance, reasoned that since 60 percent of all SME exporters posted sales to only one foreign market,
many could sharply boost exports by entering one or two new markets. Expanding SMEs’ market horizons,
through trade seminars and such, reduced their fear of the unfamiliar.
+ = After a full morning of profiles and presentations, of the sort seen in our chapter's opening photo,
Mr. Knepper Increasingly believed the Asian markets held more opportunities than risk, While he learnt
qm'te a hit about Asia, as well as general technicalities of exparting, his unfamiliarity with the region, com-
pounded by the company’s lack of local sales representatives, bothered him. He believed that grassroots
rgsearch was necessary before committing. Before leaving that day, he spoke to Commercial Service
5 agents. He arranged to tag along a 10-day trade mission that was headmg to Hong Kong, Philippines,

Vistnam, and Taiwan the next maonth.

. Goal Setfing
The goals of his trip were straightforward: assess market potential, identify competitors, get a sense of
- reasonable price points, and recruit local sales representatives. Although he had naver traveled to Asia be-
fore, he believed he was well-prepared. His time with the trade experts in Philadelphia had educated him
on the general characteristics and industry conditions in Asfan markets, Also, In the past, SpinCent had
received inquiries from Asian distributors asking to represent the company as well as the occasional re-
quest for product informatior, Depending on how busy the company had been with its domestic custom-
ers, which usually was quite, SpinCent tried to respond. Sfill, it saved all contacts; as such, he had a start
on potential distributors and likely customers. In addition, Mr. Knepper tapped the Commercial Services
Geld Key program to prescreen potential distributors. This service helps SMEs enlist Commercial Services
agents overseas to scan loca! markets for qualified agents, distributors, and representatives.

Thinking back to his days as a Boy Scout, Mr.-Knepper took camfort in the fact that he believed he
had met the sacred command—8e Prepared. With a brigfcase chock-full of brochures, & lapiop loadad
with profiles of his product line, and the sense of doing something potentially great, Mr. Knepper headed to
Asia. Over the next 10 days, he interviewed potential agents, chatted with likely customers, scouted com-
petitors’ offerings, test called their service support, spake to freight forwarders and logistics companies,

and visited local government officials and customs agent,

§0 et Answers

On the flight home, tired but charged, Mr. Knepper realized that despite all he had learnad, he had been
wrong about the whole thing. Yes, there were risks, but they were far more opportunities than he had
imagined. Exporting was no longer ‘an option for SpinCent. It was an imperative. Perhaps more importantly,
he had a new sense of commitment. Too, he had a bit more confidence given that he had signed new
distributorships in the Philippines and Taiwan as well as generated sales leads there and in Hong Kong.

; were who they said they were. A few of the company's earlier export transactions, for instance, had =~~~
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Global Strategy, Structure, and Implementation

Exporting and importing is

one of the fastest growing

economic activities in the
world.

Exporting sends praducts to
another country; importing
bring products in from another
country.

~ opened the economies of more and more countries, the importance of trade increa

Back in the office, he tested the Astan market a bit more. He sampled potential interest by advertis.
ing in trade publications as well as running banner ads on relevant trade sites in tandem with his newly
signed distributors—he took care of the English ads, they managed the Mandarin versions. in addition, -
Mr. Knepper began working with an agent from Commercial Services on an export plan. This work helped
SpinCent secure Its largest overseas partner to date, a distributor-in Hong Kong who served the booming
Chinese market. Commercial Services also helped SpinCent set up meetings with others, eventually lead-
ing to signing a distributor in Singapare and getting leads in Australla.

Having found strong partners, SpinCent confinues using the counseling and market mtelhgence pro-
vided by the various government agencies to improve its export plan. Indeed, the more he dealt with them,
the more br. Knepper appreciated a friend’s advice, “Let the government do it for you. This is their niche
and they’re the best at it."? Now, with the export plan in hand, Mr. Knepper had begun working with tha
Export-Import Bank to secure financing options for its overseas distributors and customers.® S

Going Forward :
Steadily, as SpinCent gained experience In Talwan, Philippines, Hong Kong, and Singapore, it looks onward '
Although exporting has created challenges, it helped SpinCent improve its performance. indeed, overseés
sales had provided SpinGent with a steady stream of business during the ecenomic dawnturn in the Unit
States; rivals who had not diversified via exports struggled. More Importantly, exporting had given SplnCent
low-cost, high-return opportunity to leverage its care competency in centrifuge technology,
This experience, reflected Mr. Knepper, suggested straightforward lessons: “If you are thmkmg a
exporting internationally, do it. Get going, do your homework, utilize low-cost resources, participat
trade missions, learn about cultures, and bulld international relationships.... Always check on your
tential business partners. Gather as much information as you can. Don't assume; the wrong choice
your business time and money.... Above all, no matter the problems you run into, stay commr’rted
goal. All of these seem tough, but they only cost pennies on the dollar and the returns can
be substantial.” G Rev Rt

Introduction

International trade in the form of exports and imports has always been important f¢
global economy. As globalization, free trade agreements, and institutional develop:

addition, the composition and direction of trade flows have changed significantly,
the ongoing transformation of developing economy into industrializing versions, ent
ing markets tapping developed countries for tools to continue doing so, and dev
countries looking to their developing counterparts for competitively priced goo
services. For example, in mid-year 2011 China’s exports were grown nearly 30.p
while its imports were up 20 percent. Moreover, reflecting the changing composi
trade, firms trade a growing number of products among a larger set of countri
companies, as of 2010, exported products to 233 countries and territories..

Companies worldwide respond accordingly, seeing exporting and importing a
ful means to engage international business. Granted, companies engage internatio
ness in a variety of modes. This chapter emphasizes the options of export and im,
choice a company makes, say, export versus licensing versus joint ventures versus,
lows iits interpretation of external factors as well as internal competencies (See Figt

Exporting and importing are the most common modes of international b
There has been steady and substantial growth in the number of firms that eX
import, Populanty follows from the fact that both modes impose minimui.!
risk, require relatively low resource commitment, and improve marketplace: £
Moreover, whether large or small, international trade helps companies incré?
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g down a product to import, or finding for-
e typical SME. Most relied on occasional

: rce, by changing the way companies a
:’_: o ‘[i"c:_]"c:heapzar.93 Before the Internet, trackin
elgn."}jg}tOmers to export to, was daunting for th
ir:'tr ; d é"shOWS and expensive, time-consuming foreign travels to identify possible products or

ésséés‘-’potential suppliers. Certainly, traders could tap local embassies 10 suppott export
p';'éjmbﬁén or provide import assistance. Although sounding straightforward, in practice they
" wore, : Consequently, international trade was largely limited to big companies

imbersome.
'{ﬁai'Cb'uld afford to attend trade shows, translate brochures, travel Internationally, hire inter-
- mediaries;

and supervise activities.
i Today, the internet gives SMEs cost-effectiv

e means to ‘manage these demands. It

makes information on any conceivable product from virtually any market readily and inex-
“sansively accessible. Falling trade barriers, courtesy of the WTO, and more efficient logistics
irom 3PLs like FedEX, DHL, and UPS, offer an array of trade possibllitles.*

"* The emergence of country-specific portals and Web exchanges accelerates this process.
Replicating what eBay has done for consumer-to-Gonsumey e-Commerce, several sites offer
crline bazaars for international traders. Here, exporters can lay out thelr wares on the digital
carpet and haggle with potential buyers from the far corners of the world. For instance, poten-
jal Importers looking for products from South Korea can access www.koreatradeworld.com;
inose targeting India can check out www.trade-india.com; and those focusing on Europe need
h-quality electronic trade boards. One can also
igncre locking into one area and instead shop the world at of www.tradekey.com.

. _These and similar sites promote the commercial potential of a country or region. They
provide direct services to large and small international traders, such as export training,
cyber trade infrastructures, international special exhibitions, virtual trade shows, and trade
sirategies. Conceptually, they are straightforward: They help move products from sellers in
one place to buyers in another. Operationally, they represent powerful business-to-husiness
tools that improve the mechanics of trade, creating flexible and dynamic platforms that let
buyers and sellers of everything from bamboo toothpicks to industrial equipment find each
other, negotiate the terms of trade, and seal the deal.

Nihaba: Opening Global Markets

Spearheading these changes is Alibaba, a Chin
troducing Chinese manufacturers to buyers wo

has been dubbed “the Father of the Chinese Internet,”
faster, and easier. Based in Hangzhou, about a two-hour drive south of Shanghai, Alibaba

began operations with the goal of getting big by staying small. Jack Ma believes that his tar-
get customers are SMEs, not MNEs, or, in his words, “shrimps,” not “whales.” :

ese Internet company that specializes in in-
ridwide. Founded in 1999 by Jack Ma, who
it makes international trade cheaper,

The Framework
Making this happen is the world of www.aliba
website that connects international buyers with Chinese sellers. Today, it is the world’s
fargest online business-to-business marketplace, reaching Internet users in more than 240
countries and territorles. The site supports an interactive community of millions of buy-
ers and sellers who meset, chat, trade, and work online. Basically running an online global
frade fair, Alibaba enables “shrimps” with import and export ambition but tight budgets
1o reach the global market. Alibaba dlso provides an array of business management soft-
ware, Internet infrastructure services, payement processing, and export-relatad services.
Many Alibaba users are SMEs in developing countries around the world, from rural areas to
arge cities, in countries such as Kyrgyzstan, Sierra Leone, and Peru. Few are glarmorous and
high-tech; most are low-tech firms making labor-intensive, scale-insensitive products. However,
Alibaba provides tools to expand thelr market reach and grow their businesses. An SME, work-
ing from even the smallest apartment anywhere in the world, can creaie a global business.

ba.com, an English language global trade
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A New Face of
international Trade

This straightforward
screenshot of Alibaba's

web portal only hints at its
immense opportunitizs for
importers and exporters

to trade, Clicking through

to any of categories opens
many international trade
gateways.

Sonrce: Courtesy of alibaba.com
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from Chma as easy as buying a book from Amazon com.”
Trust anil Transparency

how does an importer in Buenos Aires find a trustworthy supplier in Guangzhou

trade partners
Th{S system of checks and balances Is how Ahbaba makes money. It off.

annually for services such as personalized' Web pages, hlgh quality online mtrodu‘
priority listing of products.



"_Chma—focused e- commerce prowder into a global Web marketplace. "Before this
Hsis, we were helping China's products abroad. Now we are thinking about help-

fi énd medium-sized enterprises in other parts of the world,” says Ma. Too, he saw
e to expand China’s historic outward flow of products to the world to include
;oﬁghout the world. “We want to help them sell across the nations, help them sell to
éxplains Ma. “1 believe in the next three years, China will be one of the world’s larg-

Bl ymg markets. China needs to buy these things.”

itiork

the crisis diminished, Alibaba set its sights higher. It plans to build a network of ware-
S across China to transform the country’s logistics business. “Hopefully within 10

&' time, anyone placing an order online from anywhere in China will recelve their goods
in eight hours, allowing for the virtual urbanization of every village across China,” said
4 order to achieve this, we will need to establish a modern, 21st century logistics net-
 In addition, Alibaba expanded AliExpress to offer traders warehousing, sh:pplng and
lbngtiCS options. Essentially, noted an analyst, Alibaba “wants to be Amazon.” %5

an export plan?

these Web sites from the view of the selier to the buyer.

worry ebout fraud?’

Now that you have finished this chapter, go back to www.inyiblab.com to continue practicing and applying the concepts

you've learned.

SUMMARY

* Exporting refers to the sale of goods or services produced
by a company based in one country to customers that re-
side in another. Importing is the opposite: the purchase
of products by a buyer in one country from a seller in
another.

' A company’s export activity is (1) related to but not deter-
mined by its size and (2) related to and often determined by
a range of firm-specific characteristics, such as management
interest, production efficiency, labor costs, and R&D advan-
tages that are independent of its size.

' The incremental internationalization view holds that ex-
porting begins as a sequential process of careful trial and

TTl_dentify a product you would like to import. Visit www.alibaba.com, go to the advanced search
! fiald, and enter it. Select required criterfa and click on “Search.” Review the list of companles that
. qualify. Find a suitable seller. Analyze this process for ease, usefulness, and potential value.

List, in separéte columns, the benefits and costs of using sites like Alibaba to trade internation-
’ ally. What does your analysis say to companies like SpinCent {our opening case) as they develop

3, Visit www.alibaba.com, www.trade-india.com, and www.europagés.com. Compares and contrast ¢
4. Do you think most trade between countries and companies might eventualiy take place through

sites like Alibaba.com? If so, does that influence your interest in importing and exporting?
5. How transparent do sites like Alibaba.com make import-export transactions? Would you still

reasonable error that leads a company to expand from its
home market to the most geographically and psychologically
proximate markets, It then progressively sells to customers in
increasingly distant and dissimilar countries.

The born-global perspective holds that companies step
straight onto the world stage, exporting from inception.

The idea of serendipity refers to so-called accidental traders
who, responding to happenstance or odd circumstances, suc-

cessfully begin exporting or importing.

A service import does not result in ownership and is ren-
dered by nonresidents to the local residents in a countty.




