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Which Foreign Which Foreign 
Markets?Markets?

Which one will be successful with Which one will be successful with 
your product?your product?

Global Trade PracticesGlobal Trade Practices
Chapter 4Chapter 4
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Basic Entry DecisionsBasic Entry Decisions

Which markets to enter?Which markets to enter?

When to enter the markets?When to enter the markets?

What scale of entry?What scale of entry?
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Which Foreign MarketsWhich Foreign Markets

Favorable benefitFavorable benefit--costcost--riskrisk--tradetrade--
off:off:
–– Politically stable developed and Politically stable developed and 
developing nations.developing nations.

–– Free market systemsFree market systems

–– No dramatic upsurge in inflation or No dramatic upsurge in inflation or 
privateprivate--sector debt.sector debt.

Unfavorable tradeUnfavorable trade--offoff
–– Politically unstable developing nations Politically unstable developing nations 
with a mixed or command economy or with a mixed or command economy or 
where speculative financial bubbles where speculative financial bubbles 
have led to excess borrowing..have led to excess borrowing.. 14-3



Global Trade Practices 2012/1/4

Chris Schrage, College of Business, University of Northern Iowa 2

WTP-Chris Schrage

4

Four stages of evaluating Four stages of evaluating 

candidates for entrycandidates for entry

Country 
identification

Preliminary
Screening

In-depth
screening

Final
selection
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Previous ExperiencePrevious Experience

Past leadsPast leads

Past salesPast sales

Competitor behaviorCompetitor behavior

Domestic trade showsDomestic trade shows

Industry expertsIndustry experts

Customer inputCustomer input
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Reactive Market SelectionReactive Market Selection

Based on previous Based on previous 
experienceexperience

Ignores markets Ignores markets 
from where no orders from where no orders 
have been received.have been received.

Low costLow cost

Low risk Low risk 

PitfallsPitfalls
–– Loss of firstLoss of first--mover mover 
advantageadvantage
•• Pepsi vs. CokePepsi vs. Coke

–– No guarantee of No guarantee of 
successsuccess

–– Competitor’s focus Competitor’s focus 
could be misleadingcould be misleading

–– Global product cyclesGlobal product cycles
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Proactive Market SelectionProactive Market Selection

DemographicDemographic

MacroeconomicMacroeconomic

Government PoliciesGovernment Policies

EnvironmentalEnvironmental

IndustryIndustry--specificspecific

Global Global 
IndicatorsIndicators
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Global AssessmentGlobal Assessment

Basic IssuesBasic Issues
–– Product userProduct user
–– Product benefitsProduct benefits
–– Cultural limitationsCultural limitations
–– Infrastructure needsInfrastructure needs

MarketMarket
–– Growing, declining, stagnantGrowing, declining, stagnant
–– Competitive, entry barriers, Competitive, entry barriers, 
substitutessubstitutes

–– Environmental conditionsEnvironmental conditions
–– (PORTER’S MODEL)(PORTER’S MODEL)
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Tariff Trade BarriersTariff Trade Barriers
Most common method of domestic market Most common method of domestic market 
protectionprotection
Taxes due on imported goodsTaxes due on imported goods
–– Import duties Import duties 

Based on product Based on product valuevalue
–– Ad valorem dutyAd valorem duty

When making comparisonsWhen making comparisons--
–– Distinquish between import duties placed on Distinquish between import duties placed on 
imported goods and VAT (value added tax) imported goods and VAT (value added tax) 
charged on all goods sold.  charged on all goods sold.  VAT is similar to VAT is similar to 
Iowa Sales Tax.Iowa Sales Tax.
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Nontariff Trade BarriersNontariff Trade Barriers
More complicatedMore complicated

Can be discriminatoryCan be discriminatory

Can keep product out of countryCan keep product out of country

Often reviewed by World Trade Often reviewed by World Trade 
OrganizationOrganization
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NonNon--tariff barrierstariff barriers

Import licensesImport licenses

Government standards and testingGovernment standards and testing
–– FDAFDA

–– CE MarkCE Mark

Product labelingProduct labeling

QuotasQuotas

Government procurement rulingsGovernment procurement rulings

Investment restrictionsInvestment restrictions
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Japanese RestrictionJapanese Restriction

JAPAN JAPAN 
AGRICULTURE AGRICULTURE 
STANDARD  STANDARD  
–– JASJAS

Organic foodsOrganic foods
–– OMICOMIC

Paul Yamaguchi
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Surgical Devices InternationalSurgical Devices International

Spain’s Nontariff Spain’s Nontariff 
BarrierBarrier
–– Since usage breaks Since usage breaks 
surface of skinsurface of skin

–– Must be registered Must be registered 
with Ministry of with Ministry of 
HealthHealth

–– All documentation must All documentation must 
be in Spanishbe in Spanish

–– Domestic agent must Domestic agent must 
be determined at time be determined at time 
of registrationof registration
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Other examplesOther examples

European UnionEuropean Union--
U.S. BeefU.S. Beef

European UnionEuropean Union--
GMOsGMOs
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Country DataCountry Data

Country Commercial GuideCountry Commercial Guide
–– Reports from National Reports from National 
Trade Data BankTrade Data Bank

U.S. Department of U.S. Department of 
CommerceCommerce

Information regarding:Information regarding:
–– Tariff barriersTariff barriers
–– Service barriersService barriers
–– Barriers to tradeBarriers to trade
–– Typical import stepsTypical import steps
–– Internal taxesInternal taxes
–– Imports subject to special Imports subject to special 

controlcontrol
–– Labeling and markingLabeling and marking
–– StandardsStandards
–– Government procurement Government procurement 

barriersbarriers
–– Investment barriersInvestment barriers
–– Customs valuationCustoms valuation
–– Tariffs and import taxesTariffs and import taxes
–– Other importsOther imports
–– Etc.Etc.
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