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Approaching Export Training Module

Learning Outcomes

The training objectives of this ‘Approaching Export’ training module are to provide information on:

How to approach export

Advantages and disadvantages of exporting

How to begin exporting your products and services
Who is AusTrade?

Approaching export resources

How to Approach Export

Export is essentially the selling of a product or service into foreign markets. The goals of exporting a product or
service are generally to increase product distribution by exploring new markets with the intention of increasing market
size and sales revenue.

While there are other ways of achieving these goals, such as international expansion or franchising, exporting is
attractive because it is a cheap, low-risk way to get to know a new market and introduce your product to it. However,
exporting can also expose your organisation to risk if it is not approached correctly. In this training module, we will
touch on how your business can use the Internet to support export activities and learn how to assess factors that will
have a direct impact on exporting a product or service:

The suitability of your product as an export — Consider whether or not your product can actually be
moved into other markets.

Profitability — The viability of exporting is often constrained by the transportation costs and trade barriers
created by tariffs. When such costs are added to production costs, it often becomes unprofitable to export
some products over a large distance.

Foreign market identification — Not all countries hold the same profit potential for a firm contemplating
foreign expansion. Ultimately, the choice must be based on an assessment of the nation’s long-run profit
potential and the fit of your product or service to that market.

Export resources — the federal and state governments have a number of export assistance offices, grants

and partnerships within the public and private sector to assist small and medium-sized Australian companies
develop their businesses overseas and make their first export sale.
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What are the advantages of export?

Reduction in capital investment requirements - It allows a local business to access new, often untapped,
markets without requiring the business to invest in the often substantial costs of establishing manufacturing
operations in another market.

Economies of Scale - As a result of the increased sales volumes associated with access to a larger
market, exporting may help your business achieve a production advantage leading to cost savings.

Limited market knowledge requirements - The distribution and marketing of goods and services can be
left in local hands, limiting the investment required to research and understand channels of distribution,
marketing tastes, etc.

Status of imported goods — Because of expertise in production or a strong reputation, certain products
and services will enjoy favour over locally produced goods.

Reduction of risk - Export serves to limit risk by reducing dependence on a single market. Consequently, if
local markets begin to decline, foreign markets are available to provide alternate sources of revenue.

What are the disadvantages of export?

High transport costs — shipping costs can make export uneconomical, particularly for bulk products or
products with low value to weight ratios. This is of particular importance for Australian firms given the remote
geographic proximity of local firms to many overseas markets.

Trade barriers — protective tariffs on many goods and industries can seriously hinder the ability of foreign
firms to enter certain markets. They also create risk in that relations between governments may change,
leading to the introduction of new trade sanctions and increased barriers.

No direct control over distribution and marketing — While often an advantage, this can be a hindrance
as well. Agents in foreign countries may have better market knowledge, but may not do as well as the firm
itself. In addition, the actions of one agent can cause serious harm to the image and future success of a
product.

Status of local goods — Although imported goods can be held in high esteem, having a reputation as an
imported good can also have a negative effect on a product. Some cultures have strong feelings of
patriotism and desire to buy locally or may feel locally produced goods are superior. As a result, these
markets may be resistant to buying imported goods.
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How to begin exporting your products and services?

1. Determine the suitability of your product as an export
Consider value-to-weight ratio — Is the value of your product low compared to its weight? Products
such as cements and soft drinks have a low value-to-weight ration (low value but heavy goods).
Low value to weight ratio generally limits the feasibility of export due to high shipping costs.

Product in demand in other markets — Is your product in demand in foreign markets? Often local
producers overvalue the need for their product or service in export markets.

Adaptability — Is your product easy to adapt to the requirements of the new market? Consider any
regulations such as quarantine, labelling standards and language, consumer protection rules as well as
product standards.

2. Assess the Profitability of Export

Tariffs and trade barriers — Generate a list of import duties your product would attract and identify other
costs such as import licensing

Reference Websites www.wto.org

Shipping costs — determine the frequency and cost of shipping or airfreight between Australia and the
foreign market

Reference Website www.OneEntry.com

Foreign exchange rates — exchange rates can have a significant impact on the profitability of an
exporting endeavour. Countries with currencies prone to wild fluctuations may prove too risky to enter.

Reference Website www.rba.gov.au
www.ny.frb.org

3. ldentify foreign market(s) to enter

Generate a list — develop a list of markets that might be suitable for your product.
Consider the following:

Consumer tastes Infrastructure
Culture Regulatory environment
Legal system Political stability

Identify market attributes — determine market size, level of maturity, market structure and efficiency

Reference Website www.tradeport.org
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4. Locate resources to aid you in getting your products overseas

Research export grants — there is an array of government sponsored grants and incentives for
Australian based firms to export overseas. Determine if your business is eligible by visiting the
TradeStart section of the AusTrade Website.

Reference Websites www.export.vic.qgov.au
www.austrade.gov.au
http://www.dfat.gov.au/trade

Explore alternate channels of distribution — the Internet and direct marketing have enabled producers
to inexpensively market their services around the world. Investigate these channels of distribution as an
alternative to export.

Reference Websites www.ebay.com.au

5. Create an export marketing plan

Prepare a basic export marketing plan addressing the issues that need to be covered in developing
target markets.

This plan will help you focus your activities to ensure you achieve defined objectives. In addition, a well-
prepared export plan may also aid in obtaining finance from a bank if necessary.

6. Visit the target country

Identify and confirm any opportunities
Determine the best method of selling and distributing to that particular region and culture

Locate a suitable agent or distributor to represent your interests
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What is Vic Export?

Vic Export, the Victorian Government® Export Centre, is a website designed to assist you evaluate your
potential for success in the international marketplace, investigate the risks involved in trading overseas, conduct
appropriate market research and develop a preliminary export strategy.

Further information is available at www.export.vic.qgov.au

What is AusTrade?

The Australian Trade Commission (AusTrade) is the Australian Government agency that helps Australian
companies win overseas business for their products and services by reducing the time, cost and risk involved in
selecting, entering and developing international markets.

AusTrade is represented in 109 locations in 57 countries including an extensive domestic network throughout
Australia. Austrade offers practical advice, market intelligence and ongoing support (including financial) to
Australian businesses looking to develop international markets. Austrade also provides advice and guidance on
overseas investment and joint venture opportunities, and helps put Australian businesses in contact with
potential overseas investors.

Further information is available at www.austrade.gov.au

Approaching Export References

Case Studies
Stuck on You — www.stuckonyou.biz

International Racehorse Transport — www.flyirt.com

Further case studies are available at www.mmv.vic.gov.au/casestudies

The Place To Be



Activities

Time allocation: 10 to 15 minutes per group

1. Complete a brief critique of your products or services identifying how well they are suited to export?

2. Identify three markets you believe are viable opportunities for your organisation to export into. What possible

barriers may hinder entry?

Workshop Notes:

Disclaimer

These materials are provided for general assistance and information only. Neither APT Strategies Pty. Ltd nor the State of Victoria makes
any representations or warranties (express or implied) as to the accuracy or currency of the information contained in the materials nor
endorses any company or organisation or other web-sites or materials referred to. The State of Victoria does not accept any liability for any
reliance placed on this material, including any liability in negligence for relying on any information in these materials or any products,
services or information which may be provided by the companies and organisations referred to. Copyright State of Victoria 2004.



