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PREFACE

Jawaharlal Nehru said Export or Perish – a clarion call given to
increase the foreign exchange earnings of India. At that point of time,
the progress of the newly independent nation highly depended on
import. Imports required foreign exchange. The only way of earning
foreign exchange was to increase export. Export Marketing is thus an
extremely important aspect of trade. Each country has different
culture, taste and preference. It is essential to understand the foreign
markets, their peculiarities and government procedures. Needs and
wants of the consumers in different societies differ. A marketer
needs to understand the consumer behaviour and modify the products
as per the needs of the consumers. Keeping all these aspects in mind,
this book will immensely help the exporters entering new markets. It
will also help students studying export marketing. I am grateful to
Dr. Sunilji Gupta who inspired me to write this book and gave me
his inputs. I am also grateful to my mentor late Dr. G.S. Monga for
helping me and giving his valuable suggestions.

Author
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Chapter 1

Chapter Contents
1.1 Introduction
1.2 Interdependence of Countries
1.3 Export Marketing

 Definitions. (Oct.96, April.97, 99)
 Features. (April.99, Oct.2001)
 Scope.
 Special Problems. (April.96, Oct.97, 2000)
 Importance from Nation's Viewpoint.

(April.96, 98, 2000, 2001, 2002, Oct.97, 99)
 Importance from Business Viewpoint.

1.1 Introduction
The world is shrinking rapidly due to advancement in the means

of transport and communication and information technology. Due to
this the interdependence of countries has increased.

The slogan ‘Export or Perish’ coined by Shri Jawaharlal Nehru
in early sixties finds its validity in the present context as well when
not only underdeveloped and developing countries but also advanced
countries of the world have realised the importance of export trade.

Export marketing is the process of exchanging goods and
services between the resident of one country to the resident of
another country.

1.2 Interdependence of Countries
No country in the world is self-sufficient in all its domestic

requirements. The slogan ‘Export or Perish’ by Shri Jawaharlal
Nehru is applicable to all the countries of the world, developed as
well as developing. There are various factors which give rise to
interdependence among countries.

Introduction to Export Marketing
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(a) Uneven Distribution of Natural Resources:- Natural
resources are not evenly distributed on the earth surface. Some
countries are rich in metallic minerals but are deficient in some other
resources such as primary products and vice versa. This gives rise to
surplus and deficient regions, which direct the flow of goods from
surplus regions to deficient regions.

(b) Difference in Level of Technology:- Some countries like
Japan, USA, UK and Germany are highly developed in terms of
technology while most of the Afro-Asian and South American
countries are backward in technology. This directs the flow of
technology from technically advanced countries to technically
backward countries of the world.

(c) Balance of Payments Situation:- Balance of payments may
be defined as the difference between the monetary value of exports
and imports of a country. When the outflow of foreign currency
exceeds the inflow, a country suffers from an unfavourable balance
of payments. In order to solve such imbalance a country needs to
export.

(d) Advancement in Information Technology:- Due to the
invention of modern means of communications such as satellite,
internet and E-commerce, the world has come closer. This has
promoted better exchange of ideas and has increased the
interdependence of countries. This interdependence has led to the
promotion of the world trade.

(e) Division of Labour and Specialisation:- Certain countries
enjoy comparative cost advantage in the production of specific
commodities due to favourable climatic conditions, technical know-
how, easy access to raw materials and efficient human resource.
Such countries produce commodities in excess of their requirements
and exchange surplus production with other countries for the
commodities they are deficient in.

(f) Global Peace:- In the age of nuclear weapons, there is a
greater need of promoting dialogue between various countries of the
world. International trade may be a medium for promoting exchange
of ideas and thoughts and thereby help promoting international peace
and friendly relations among the countries of the world.

1.3 Export Marketing

Definitions of Export Marketing
'Export marketing includes the management of marketing

activities for products, which cross the national boundaries of a
country.'

B. S. Rathor
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'Export marketing is the performance of business activities that
direct the flow of company's goods and services to the consumers or
users in more than one nation.

Hess and Cateora

Features of Export Marketing
The main features of export marketing are as under:-

(a) Lengthy Procedure:- Export is a lengthy and complicated
process as it consists of many stages. For example,

 Discovery of a foreign market.
 Procuring or manufacturing goods as per the needs of the

foreign market.
 Costing and pricing.
 Packing and packaging.
 Registration formalities.
 Shipment of goods.
 Realisation of sales proceeds and incentives.

(b) Large Scale Operations:- Price is an important factor that
determines the success of an exporter in the highly competitive
international market. Large-scale operations, full utilisation of
installed capacity and transactions in bulk reduce overall cost of
production and thereby price of the product.
(c) Dominance of MNCs/TNCs from Developed Countries:- The
international trade is dominated by MNCs and TNCs originating
from developed countries especially from USA, Japan and European
countries. These companies have huge financial and physical
resources and operate throughout the world.
(d) Trade Barriers:- Trade barriers are the artificial restrictions on
the free movement of goods among countries of the world. These
barriers are of two types, tariff and non-tariff. Tariff barriers are in
the form of taxes and customs duties. Non-tariff barriers are in the
form of quotas and licences.
(e) Trading Blocs:- Trading blocs are the associations of countries
situated in a particular region whereby they come on to a common
understanding regarding rules and regulations to be followed while
exporting and importing goods among them. For example, European
Union (EU).
(f) International Marketing Research:- The needs and requirements
of individuals differ from region to region. Therefore, an effective
marketing research technique should be applied in order to
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understand the needs and requirements of consumers in different
parts of the world.
(g) Importance of Advanced Technology:- Technology plays an
important role in building competitive strength in the highly
competitive international market. MNCs from countries like USA,
Japan and Germany dominate the world trade due to continuous
research, innovations and inventions.
(h) Foreign Exchange Regulations:- Different countries have
different currencies and conversion rates. These rates are subject to
fluctuation. Hence, each country has a separate set of rules for
collection of export proceeds and payment for imports. For example,
In India, all foreign currency transactions are regulated by the
Foreign Exchange Regulation Act, 1973 (FERA).
(i) Three-faced Competition:- International market is highly
competitive. An exporter faces competition from three angles :

 Exporters from his own country.
 Exporters from other countries.
 Local suppliers in importing country.

(j) International Organisations:- International trade is subject to the
rules and regulations framed by the international organisations such
as the World Trade Organisation (WTO) and the United Nations
Conference on Trade and Development (UNCTAD). These
organisations have been formed in order to promote world trade by
removing unnecessary trade barriers and help underdeveloped
countries to develop their export potentials.

Scope of Export Marketing
Export marketing is a whole process of getting an order from a

foreign country, its successful execution and realisation of sales
proceeds.
(a) Export Marketing Research:- Marketing research plays an
important role in the international trade. The needs and requirements
of individuals differ from region to region. Therefore, in order to
satisfy wants of consumer in different parts of the world their needs
and requirements must be properly understood through effective
marketing research techniques.
(b) Research and Development:- Technology plays an important
role in building competitive strength. Countries, like USA, Japan and
Germany dominate the world trade due to the use of advanced
technology. Technology changes rapidly and therefore, every
exporter must upgrade himself through continuous research and
development.
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(c) Export Financing:- Exporters require finance at both pre-
shipment as well as at post-shipment stage. Pre-shipment finance,
also referred to as packing credit, is required prior to the shipment of
goods for execution of export order while post-shipment finance is
required after the shipment of goods for meeting working capital
requirements.
(d) Export Production:- Price is an important factor that determines
the success of an exporter in the highly competitive international
market. Large-scale operations, full utilisation of installed capacity
and transactions in bulk reduce overall cost of production and
thereby price of the product. At the same time, large-scale
production leads to economies of scale.
(e) Export Packaging:- Packaging plays an important role in the
international market. Attractive and durable packing not only
protects the product but also acts as a silent salesman. Certain
countries have laid down strict packing standards for goods imported
by them. An exporter can avail assistance of the Indian Institute of
Packaging (IIP) in this regard.
(f) Export Pricing:- While quoting a price to the foreign buyer, an
exporter must keep in mind that the price quoted is reasonable and
final as it is the buyers’ market. Other factors such as price charged
by the competitors, incentives offered by the government, elasticity
of demand for the product, etc., should also be taken into
consideration.
(g) Export Procedure:- Export procedure is very lengthy and
complicated as it consists of many procedural formalities such as
registration formalities, customs formalities and licensing formalities.
Every exporter is expected to be well aware of such formalities else
assistance of the Clearing and Forwarding agents (C & F agents)
should be taken.
(h) Export Incentives and Assistance:- The Government of India
gives a number of incentives to the Indian exporters such as, duty
drawback, concession on IT payment, exemption from sales tax and
excise, etc. In order to avail benefit of these incentives, an exporter
must register himself with an appropriate Export Promotion Council
(EPC) or Commodity Board (CB).
(i) EXIM Policy:- The foreign trade of India is guided by the
provisions EXIM policy of the Government of India and is regulated
by the Foreign Trade (Development and Regulation) Act. EXIM
Policy contains various policy decisions taken by the government in
the sphere of foreign trade and more especially export promotion
measures, policies and procedures related thereto.
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Special Problems of Export Marketing
Export marketing is a very complex and time-consuming

process as it is subject to rules and regulations of both exporting as
well as importing country. At the same time, there are other
problems such as long distance, currency fluctuations and high
degree of competition.
(a) Long Distance:- International trade is spread over the world and
therefore, goods are to be transported over a considerable distance.
During transportation goods are exposed to risk and uncertainties of
transportation and perils of sea. Again delay is caused due to lengthy
customs formalities.

However, risk during transportation can be insured by taking
suitable marine insurance policies.
(b) High Risks and Uncertainties:- International trade is subject to
political as well as commercial risks. Political risks arise due to the
political actions of the government(s). For example, war and internal
aggression. Commercial risks arise due to insolvency of buyer or
buyer’s failure to accept goods.

However, these risks can be insured by taking suitable policies
from the Export Credit and Guarantee Corporation of India (ECGC).
(c) Customs Formalities:- Customs formalities are different in
different countries. Again, these formalities are very lengthy, time
consuming and complicated. Sometimes, these formalities act as
barriers to the free flow of trade between countries of the world.

In order to solve the difficulties created by customs formalities,
an exporter can obtain assistance of the Clearing and Forwarding
(C&F) agents.
(d) Trade Barriers:- Trade barriers are the artificial restrictions on
the free movement of goods from one country to other. These
barriers are of two types, viz., tariff and non-tariff. Tariff barriers are
in the form of taxes and customs duties. Non-tariff barriers are in the
form of quotas and licences.

However, efforts are being made by the World Trade
Organisation (WTO) to eliminate and simplify trade barriers.
(e) Three-faced Competition:- An exporter faces competition from
three angles :-

 Exporters from his own country.
 Exporters from other countries.
 Local suppliers in importing country.
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However, an exporter can face intense competition by
continuously upgrading the quality of product, innovations and
inventions and reducing cost of production.
(f) Payment Difficulties:- Different countries have different
currencies and conversion rates. These rates are subject to
fluctuations. Thus, an exporter may suffer a loss if there is a change
in the exchange rate after entering into a contract with a foreign
buyer.

Losses on account of fluctuations in the exchange rates can be
eliminated by entering into forward contracts.
(g) Documentation Formalities:- There are a number of documents
to be filed with various authorities while exporting goods. For
example, in India, an exporter is required to prepare and file as many
as 25 documents of which 16 are commercial and 9 are regulatory.

However, the Aligned Documentation System (ADS) has
simplified the export documentation procedure to a great extent.
(h) Diverse Languages, Customs and Traditions:- Languages,
customs and traditions are very sensitive issues and must be taken
into consideration while exporting goods to foreign countries.

An exporter should try to get first hand information about such
issues before exporting goods.

Need and Importance of Export Marketing
The need and importance of export marketing can be studied

from the viewpoint of a nation as well as that of a business
organisation.

From the Nation's Viewpoint
(a) Balance of Payments Situation:- A country’s external economic
strength depends upon its balance of payments. When the outflow of
foreign currency exceeds the inflow, a country suffers from
unfavourable balance of payments. In order to solve such imbalance
a country needs to export.
(b) Foreign Exchange Reserve:- In order to import capital goods
and raw materials and also to meet deficient supply of consumer
goods in the domestic market and for debt servicing, a country needs
adequate reserves of foreign exchange which can be earned through
exports.
(c) Financing Development Plan:- Developing countries need
finance for executing their development plans. They need to import
technical know-how, machineries, raw materials, etc., from foreign
countries. All these require foreign exchange, which can be earned
through exports.
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(d) Optimum Utilisation of Resources:- A country can make
optimum utilisation of its resource by promoting exports. If the
resources remain unutilised or underutilised due to the want of
demand in the domestic market, the same can be well utilised by
promoting exports of surplus production.
(e) Employment Opportunities:- Development of exports brings
about multiple increase in employment opportunities. It not only
increases employment in the export sector but also in other related
sectors such as banking, insurance, advertising, transport, etc.
(f) Increase in National and Per-capita Income:- National income
is defined as the money value of goods and services produced in an
economy in one accounting year. Increased exports increase
production of goods. This leads to increase in national income and
per capita income of the country.
(g) International Peace:- In the age of nuclear weapons, there is a
greater need of promoting dialogue between countries of the world.
International trade may provide a platform for exchange of ideas and
thereby help promoting international peace and friendly relations
among the countries of the world.
(h) Research and Development:- International market is highly
competitive. In order to survive cut-throat competition in the world
market, a local firm has to undertake continuous research and
development. This leads to development of technology in backward
and developing countries of the world.

From Business Organisation's Viewpoint
The factors that motivate a firm to go international may be

classified as :-
(a) Pull Factors:- Pull factors are proactive reasons, which motivate
firms to internationalise. For example, profit advantage, greater
market share and spreading risks.
(b) Push Factors:- Push factors are reactive reasons, which make it
compulsory for domestic firms to internationalise. For example,
government rules and regulations and declining business in domestic
market.
Let us analyse some of these factors in detail :-
(a) Profit Advantage:- An important incentive for international
business is profit advantage. Although, international business is less
profitable due to high competition it certainly increases the overall
profitability due to optimum utilisation of resources and economies
of scale.
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(b) Goodwill and Reputation:- An organisation operating globally
acquires reputation and prestige in the domestic market and is
recognised as an Export Oriented Unit (EOU). Such units get a
special package of incentives from the government.
(c) Spreading Risks:- Trade cycles are global phenomenon. A
domestic firm can spread its risks to different markets by exporting
goods to different countries of the world. Thus, a depression in one
market can be set off by prosperity in some other markets.
(d) Export Obligation:- Under the Export Promotion Capital Goods
(EPCG) scheme, Indian manufacturers are allowed to import duty
free capital goods subject to export obligation, i.e., fulfilment of
exports of certain value as specified in the EXIM Policy. Thus, only
an exporter can avail this facility.
(e) Improves Organisational Efficiency:- In order to face intense
competition in the world market, a domestic firm has to undertake
continuous research and development and improve organisational
efficiency. This increases productivity and profitably.
(F) Financial Benefits and Incentives:- The Government of India
gives various incentives to exporters such as Duty Drawback (DBK),
exemption from sales tax, octroi duty, etc. In order to avail of the
benefit of such incentives, local firms may be motivated to
internationalise.
(g) Optimum Utilisation of Installed Capacity:- If the installed
capacity of a firm remains unutilised or underutilised, it can be well
utilised by exporting surplus production. This improves the
competitive position of the firm by bringing in economies of large
scale production.
(h) Government Policies and Regulations:- Sometimes, government
policies and regulations also make it compulsory for certain firms to
internationalise. Excessive government control and discouraging
industrial policy for a specific sector of the economy may compel
domestic firms to internationalise.

____


