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Has the topic of international trade piqued your interest? Are you looking into the idea of launching your own import/export business? Well, you’ve picked up the right book. It contains the information you’ll need to get started. However, you should be prepared, because a lot of additional research and education will be required before you’re ready to get started.


Starting a business is one of the most exhilarating things you can do for yourself and your family. It’s also one of the scariest. Owning your own business means you’re the boss, the big cheese, the head honcho. You make the rules and define company policy. It also means you can’t call in sick, especially when you are also the only employee; you can’t let somebody else worry about your business earning enough money to cover payroll and expenses; and you can’t defer that cranky client or intimidating IRS representative to a higher authority. You’re the person in charge!


You’ve probably picked up this book about starting and running an import/export business for one or more of the following reasons:


►  You have a background in the import/export field, which is ideal.


►  You’re already an expert on a specific product category (here in the USA), or you’re very familiar with a country or region of the planet.


►  You’re an avid fan of the Travel Channel. Your passport is always close at hand, and you think international trade has the potential to be a glamorous and exciting business.


►  You have a background in sales or distribution and feel that sales is sales, no matter where you are in the world.


►  You have no background in any of the above, but believe import/export is a hot opportunity and you are willing to learn more and maybe take a chance.


There is, of course, no wrong answer. Any of these responses is entirely correct as long as you realize they all involve a lot of learning and hard work. This endeavor can also be a lot of fun, as well as provide a high level of personal and professional satisfaction (which is something you probably can’t say about a typical 9-to-5 job).


The objective here is to tell you what you need to know to help you decide whether an import/export business is right for you. Assuming it is, this book will help you do the following:


►  Get your business started successfully.


►  Keep your business running successfully.


►  Enhance your networking skills.


►  Discover ways to use technology (a smartphone, tablet, notebook computer, and/ or desktop computer) and the internet to help manage virtually all aspects of your import/export business.


While some aspects of operating an import/export business are highly technical, you’ll find that most of the information in this book is user-friendly. Despite that, there is some technical information you will need to learn before moving forward with the successful operation of your business, so expect a learning curve.


To help convey real-world information, throughout this book you’ll find quotes from people who are on the front lines of the industry—from all around the world. These people share their knowledge and experience in a way that will help you learn how the import/export business works. In Chapter 14, for example, you’ll read in-depth and exclusive interviews with experts from various areas of international trade who share their advice about how to succeed in imports and exports.


This book breaks up a tremendous amount of information into individual, easily digestible chapters, with separate sections that cover just about every aspect related to startup and operations. Think of this book as your general road map. Once you understand what’s involved, you’ll need to make some decisions, based on the type of import/export business you plan to run, where you plan to operate from, your startup budget, your previous experience, and a variety of other factors. You’ll also likely need to pursue some additional (and highly specialized) education.


Throughout this book, you’ll find plenty of helpful referrals and resources, including addresses, phone numbers, and websites. Use these resources to help you get up and running faster and more efficiently. For example, be sure to take full advantage of the resource section at the end of the book to help you reduce time spent on doing industry-related research.


For the right type of entrepreneur or small-business operator, running an import/export business can be a fun, rewarding, and potentially profitable experience. But it will take hard work and a significant time commitment. So like any legitimate business opportunity, do not think of this as a get-rich-quick type of business. By reading this book, you’ll develop a much better and more realistic understanding of what’s involved.










CHAPTER
1 
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International trade is one of the hottest industries of the millennium, despite some of the trade restrictions and disruptions in international trade relationships that have occurred in the current political climate. This is not a new type of business opportunity, however. Think Marco Polo. Consider the great caravans of the Biblical Age with their cargoes of silks and spices. You can even go as far back as prehistoric man trading shells and salt with distant tribes. Trade exists because one group or country has a supply of some commodity or merchandise that is in demand by another group or country. This demand creates a need for importers and exporters.


Meanwhile, as the world becomes more and more technologically advanced, and as a society we shift in subtle and not-so-subtle ways toward “one world” modes of thought, international trade becomes potentially more rewarding in terms of demand, profit potential, and personal satisfaction.


This chapter explores the flourishing business of international trade from both the import and export sides. We’re about to delve into the steadily rising economic importance of the field and dip into the secrets of the import/export industry, both in the U.S. and throughout the world.





The International Adventurer


The stereotypical importer rides around in his battered Jeep, bargaining for esoteric goods in exotic markets amid a crescendo of foreign tongues. If that’s your idea of an international trader, you’re right. But you’re also dead wrong.


Importing is not just for those lone footloose adventurer types who survive by their wits and the skin of their teeth. It’s big business these days.


In 2018, total U.S. trade with foreign countries was $5.6 trillion. This included $2.5 trillion in exports and $3.1 trillion in imports of both goods and services, according to the U.S. Department of Commerce. Goods made up about 67 percent of U.S. exports, although only about 12 percent of those U.S.-exported goods were classified as “consumer goods.” One third were classified as “industrial goods,” and the rest of the exports fell into the “capital goods” or “services” category.


As for U.S. imports, 80 percent of all U.S. imports were goods (approximately $2.6 trillion in 2018). Capital goods contributed 27 percent of all goods imported (which equated to about $693 billion). Consumer goods, with the top three categories being phone-, TV-, and pharmaceutical-related, represented about $684 billion. Industrial machinery and equipment imports, along with services, also contributed to the $2.6 trillion worth of imported goods.


The hard facts show that as of 2018, the U.S. continued to import ($3.1 trillion) more than it exported ($2.5 trillion), resulting in a total trade deficit of $621 billion. According to the U.S. Census Bureau, “The nation’s international trade deficit in goods and services decreased to $52.5 billion in September 2019, from $55.0 billion in August 2019.”


As for the country’s exporting activities, these involved sending capital goods, industrial goods, consumer goods, and services to more than 200 foreign countries, including everything from beverages and commodes to computer consulting services. A staggering list of other products and services you might never imagine as global merchandise are fair game for the savvy trader. These goods and services are bought, sold, represented, and distributed somewhere in the world daily.


Who’s doing all this international wheeling and dealing when it comes to importing and exporting? It’s people just like you! The import/export field is not the sole purview of the conglomerate corporate trader. While large companies exported 70 percent of the value of all exports according to the International Trade Association, which is part of the U.S. Department of Commerce, the big guys make up only about 2 percent of all exporters.


This means that the other 98 percent of exporters are small outfits like yours will be—at least when you’re starting out. Keep in mind that there is growing competition worldwide. More than 70 percent of the world’s purchasing power is located outside the U.S.


Thus, as a savvy importer/exporter, you might eventually do business with emerging markets like China, Colombia, Czech Republic, Indonesia, Korea, Peru, Poland, Sri Lanka, South Korea, and Taiwan.


As of 2018, five countries, including China, Canada, Mexico, Japan, and Germany, supplied more than half of all U.S. imports. These countries alone supplied 58 percent of the $2.4 trillion imported goods. China, for example, benefits from supplying the U.S. with low-cost goods, while countries like Canada, Mexico, and Germany are known for supplying high-quality goods. Meanwhile, Japan’s export strategy to the U.S. involves providing specific products to targeted markets and industries (such as fuel-efficient and reliable automobiles, medical equipment, and aircrafts).








The U.S. Loves Importing


Why are imports such big business in the U.S. and around the world? There are lots of reasons, but the three main ones include:


  1.  Availability. There are some things you just can’t grow or make in your home country—bananas in Alaska, mahogany lumber in Maine, or Ballpark franks in France.


  2.  Cachet. A lot of things, like caviar and champagne, pack more cachet if they’re imported rather than homegrown. Think Scandinavian furniture, German beer, Russian vodka (and caviar), French perfume, and Egyptian cotton. Even when you can make it at home, it seems classier when it comes from distant shores.


  3.  Price. Some products are cheaper when imported from another country. Korean toys, Taiwanese electronics, and Mexican clothing can often be manufactured or assembled in foreign factories for far less money than if they were made on the domestic front.


Aside from cachet items, countries typically export goods and services that they can produce inexpensively and import those that are produced more efficiently somewhere else. What makes one product less expensive for a nation to manufacture than another? Two factors: resources and technology.


Resources can be in the form of natural products, such as timber and minerals, as well as human resources, such as low-cost labor or highly skilled workers. Technology is the knowledge and tools to process raw resources into finished products. A country with extensive oil resources and the technology of a refinery, for example, will export oil but may need to import clothing.


The U.S. has long been a major import destination for other nations. The top five countries from which the U.S. imports goods are China, Mexico, Canada, Japan, and Germany. We Americans like variety, low prices, and goods with year-round availability. Importing has allowed us to achieve these goals.


Although the U.S. is an experienced exporter of its services (e.g., travel services, and technical, financial, and legal expertise), the exportation of many types of U.S. goods represents a virtually untapped opportunity—one into which few companies have ventured.


Surprisingly, most of those daring exporters are smaller firms. According to a recent report from the U.S. Census Bureau, companies with fewer than 100 employees accounted for about 90 percent of all exporters, while approximately 98 percent of the total exporters were small or medium-size companies (meaning they employ fewer than 500 people). Also surprisingly, most exporters—over 90 percent—shipped goods to fewer than ten countries. The top five export destinations, in order of preference, were Canada, Mexico, China, Japan, and Germany.


According to the U.S. Census Bureau’s Department of Commerce, “In 2018, there were 291,802 identified U.S. exporters, accounting for $1.41 trillion in exports of goods of $1.6 trillion total exports of goods.” The identified 291,802 U.S. exporters included 72,543 manufacturing-related exporters, 94,267 wholesale-related exporters, and 124,992 miscellaneous or unidentified exporters. Additional information pertaining to U.S. exporting companies in 2017 and 2018 was scheduled for release in April 2020.








Import/Export–The Prequel


What exactly does an international trader do? In the simplest terms, they are salespeople. Instead of peddling domestically manufactured products on their home turf, a trader deals in more exotic merchandise, materials that are foreign to somebody in another country.


The importer/exporter also acts as a sort of international matchmaker, pairing up buyers and sellers of products in different countries. They can operate as a middleman, purchasing merchandise directly from the manufacturer and selling to retailers or wholesalers in another country. Importer/exporters may have their own network of retail distribution representatives selling on commission. As a third permutation, they might hire an outside company to find sales for them. And as a fourth version, they might serve as a consultant for foreign countries that want to export their products but don’t know how.


Let’s back up a little and take this one step at a time. When you’re wearing your import hat, you’ll be bringing goods into the U.S.


When you’ve got on your export cap, you’ll be shipping things out of the country, into foreign markets.


Let’s say, for example, that you’ve decided to import Guatemalan handicrafts. You might have spotted them at an outdoor market while you were traveling through Central America, or maybe you became involved by answering a trade lead—a “want ad” placed by a local artisan group desperately seeking U.S. representation. In either case, you swing into action. You get hold of a price list and some samples, and then, here in America, you ferry the samples around to wholesalers or retailers, generate interest through your top-notch salesmanship, and acquire orders. Once you’ve made a predetermined number of sales, you purchase the handicrafts from the artisans, ship them to your buyers, and then those buyers pay you.


This may sound complicated, with you busily purchasing merchandise and sending to third parties who haven’t yet paid a dime, but there are ways to protect yourself that you’ll learn throughout this book. Keep in mind, this is not the only way you’ll structure deals. You might, for example, work off a commission as a representative, negotiating payments directly between artisans and buyers so you don’t have to put up any money yourself.








Emerging Markets Take Flight


It’s no wonder that international trade is a growing industry. Despite the fluctuations in the world economy, the emergence of free market ideas around the globe has created a stimulating environment for international trade opportunities.
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fun fact


Never heard of Comoros, Niue, or Kiribati? Well, some U.S. exporters have. The U.S. Department of Commerce counts these obscure places among the 200-plus countries and territories that import American-made goods.





As the world faces the always-present challenges of a potential global recession or financial downturn (as has been the case with the COVID-19 pandemic), nations dust themselves off and respond to those challenges. Huge, rapidly expanding markets, like China and India, are expected to become increasingly important due to their large populations and the expansion of their middle classes. On the other side of the International Date Line, Mexico continues to be one of the U.S.’s biggest trading partners.


More and more “emerging markets” around the world continue to become viable trade partners and provide business opportunities for savvy importers and exporters. As of 2019, some of the world’s leading emerging markets (listed in alphabetical order) included: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Pakistan, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey, and United Arab Emirates.








Earning Potential for International Traders


What can you expect to make as an international trader? That’s entirely up to you, depending only on how serious you are and how willing you are to expand. Annual gross revenues for the industry range from $40,000 to $300,000 and beyond, with a median of about $85,000. Some traders work from home, supplementing 9-to-5 incomes with their trading expertise. Others have launched thriving full-time businesses that demand constant attention.
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aha!


You can use Skype, Zoom, WhatsApp, Google Hangouts, or a similar online service to use your internet-connected computer, smartphone, or tablet to make international calls—to landlines or cell phones—often for less than a few cents per minute.





In Maryland, Wahib Wahba heads an export company that, with a staff of five, oversees multimillion-dollar contracts. “There are tons and tons of opportunity for [export] trade,” said Wahib. “U.S. manufacturers are behind the clock in exporting.” The potential for growth is up to you, if you’re willing to put in the time.


“Be prepared to work long hours!” advised Jan Herremans, a trader in Belgium.


“It takes a lot of work,” agreed Sam Nelson, a North Carolina export trader.


“You have to try with all your energy,” said Bruno Carlier, an export manager in France.


Wahib echoed this sentiment: “Just keep doing your job. Work on it all the time.”


“Do not expect immediate or short-term success,” added Lloyd Davidson, a Florida export manager. “Be willing to work around the international clock, if you will; take discourtesies, both foreign and domestic, in stride; maintain the highest standard of personal and business ethics in dealing with your principal and buyer; and learn from your mistakes.”








The Startup Costs Associated with International Trade


One of the catch-22s of being in business for yourself is that you need money to make money. In other words, you’ll need startup funds. These costs range from less than $5,000 to more than $25,000 for an import/export business. You can start out home-based, which means you won’t need to worry about leasing office space. You don’t need to purchase a lot of inventory, and you probably won’t need employees.
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aha!


Check out AllBusiness (www.allbusiness.com), which boasts more than 30,000 members from more than 130 countries. You can get help from and develop business connections with people all over the world. The service offers online resources and tools that will help you start, grow, and manage your business.


LinkedIn (www.linkedin.com) is also a powerful professional networking tool that offers a range of services designed for entrepreneurs and small-business operators.





As you’ll discover a bit later in this book, your basic necessities will be a computer, printer, scanner/fax machine/copier, smartphone, tablet, and high-speed and reliable internet connection, plus some basic office supplies (including business cards and letterhead). If you already have these items, then you’re off to a good start.


Since much of your work will likely require you to make international calls, instead of paying potentially high phone charges, consider setting up an internet-based voice-over-IP calling (VoIP) option.








The Right Stuff


So you’ve decided running an import/export business is potentially profitable for you. You’re willing to invest your money and the time it will take to establish your business. What else should you consider?


Personality. Not everybody is cut out to be an international trader. This is not, for example, a career for the “salesphobic.” If you’re one of those people who would rather trim your lawn a blade at a time than sell Girl Scout cookies, then you don’t want to be in import/export. This is also not a career for the organizationally challenged. If you’re one of those let-the-devil-handle-the-details types whose idea of follow-up is waiting to see what happens next, you should think twice about international trading.




► Job Opportunities as a Customs Broker


If you’re interested in pursuing a career as a customs broker, you’ll want to understand what people in this line of work do and what their qualifications are, or you need to hire a customs broker to assist you in your import/export business. Be sure to check out this web page on the U.S. Bureau of Labor Statistics website: www.bls.gov/careeroutlook/2016/youre-a-what/customs-broker.htm, and this web page on the U.S. Customs and Border Protection website: www.cbp.gov/trade/programs-administration/customs-brokers/becoming-customs-broker.





Among other vital skills, you’ll need to be a good communicator—in-person, over the phone, and in writing. Since you’ll be working with people from all over the world, you’ll need to learn how to respect other cultures, understand foreign business practices, overcome language barriers, and deal with time zone differences on a daily basis.


Luckily, there are a wide range of technology-based tools and applications to help you communicate with foreign businesspeople. Apps like Grammarly (www.grammarly.com) will help correct your spelling, punctuation, and grammar in outgoing emails and written correspondence, and apps, such as the Office 365 version of Microsoft Word and Outlook, will translate your emails and correspondence into other languages in seconds.


When you need to communicate with people in person who speak another language, a mobile app—like Google Translate on your smartphone—will become a valuable tool.


If, on the other hand, you’re an enthusiastic salesperson and a dynamo at tracking things like invoices and shipping receipts, then import/export could be for you. If your idea of heaven is seeing where new ideas and new products will take you, and talking with strangers from different cultures along the way is appealing, then this is a viable career option. Be sure to take the quiz in Figure 1–1 on page 9 to help you quickly determine if you have the personality to succeed as an importer/exporter.








How a Few Experts Got Their Start


Michael Richter, a German trade consultant, let his enchantment with the world be his entry into the industry. “I was simply interested in the worldwide markets and their culture and in developing personal relationships,” he explained. “I started being an apprentice—right from the beginning—mostly in investment and construction goods and projects.” Now, almost 40 years later, Michael is still in the business—and still enjoying it.
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FIGURE 1–1: Traits of the Trade: A Quick Quiz






► Gain Real-World International Trade Experience Before Launching Your Own Company


Prior to launching your own import/export business and becoming the company’s president and CEO, it certainly helps to have a background in import/export. This might mean “paying your dues” and working for another import/export business to learn the ropes, discover how business works firsthand, and develop the core skillset you’ll need.


However, if you don’t have previous industry-related experience, should you forget a career in the industry? Certainly not. It’s typically possible to start from scratch, if you do your homework and take an organized and well-thought-out approach.


If you’re a computer whiz, for example, start out importing or exporting computers or computer-related products or services. If your turf is landscape materials, go green. Launch your import/export business by working with those materials. Go with products or product categories you already understand and have experience working with.


One thing you want to do, however, is determine what knowledge, skills, and experience you’re lacking, then take the appropriate steps to compensate. This might mean taking some classes or hiring a business partner with skills or experience that you’re lacking.


Don’t let the mechanics of international trade, like letters of credit, scare you away. “You have to know what you’re doing,” advised Wahib Wahba. “Otherwise, you may send a shipment and never get your money just because you spell a name wrong.”


But you can get around this: For your first few forays, hire a customs broker or freight forwarder to handle the paperwork for you.





Wahib Wahba, a native of Egypt, started out working overseas as a mechanical engineer for Caterpillar, the world’s leading manufacturer of construction and mining equipment. In 1985, he arrived in the U.S., where he promptly started both an MBA degree and a position with a company that sold runway lights and navigational products to airports.


When the company became too heavily involved in domestic sales to handle the international work, Wahib formed a company to take up the slack. The new company also began selling other types of construction projects, from wooden telephone pole installation to railroads, supplying materials, construction services, or both. Soon business was so good that he was able to buy out his former employer.
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tip


Social media international business discussion groups are full of information for those working in small and medium-sized enterprises (SME). Check out special interest groups on Facebook and LinkedIn, for example. The more you participate in these groups, the more people you’ll meet, and the more you’ll get out of them in terms of knowledge and networking opportunities.





Wahib stresses that his success developed from his prior experience in the field. “Nobody becomes an exporter overnight,” he said. “You have to be coming from somewhere.”


Take John Laurino, an international business services provider in São Paulo, Brazil. John learned the ins and outs of import/export as an international purchasing manager for a large company before striking out on his own in 1994.


In Florida, Lloyd Davidson worked in the operations sector of international banking before making the move to his own company. “I decided to expand into export management and export trading,” he explained. “I relied on my previous experience in an international environment to support my new endeavors.”


Bruno Carlier, who makes his home in Derchigny, France, studied international trade at universities in both France and Spain before completing his schooling in South America by teaching import and export strategy and techniques to others.


“One of my first jobs after my studies was in one of the major French supermarket groups as an import assistant,” Bruno said. “I can say that in four months [there], I learned much more than in four years of studies.”


But that wasn’t enough to get him a job in international trade. Despite a year of teaching in Ecuador and his supermarket job, he lacked hands-on training. Bruno added, “Because I was not considered to have enough experience to work in the [international trade] department of a medium-sized company, I decided to create my own business. Now here I am.”


Here, too, are you—on the brink of an exciting new career opportunity, starting your own import/export business. As you can see, there are many paths you can take toward your own niche in the field and many roads that can lead to success. Keep in mind, however, that they all require dedication, hard work, and, especially for those who are newbies in the field, a great deal of learning.








Future Forecast


Perhaps the import/export business looks like the perfect fit for you—at least, on paper. There is, however, one more thing to take into consideration: the industry prognosis. Will international trading be around for the next 25 to 50 years and beyond?


The odds are good. We may live in challenging times, but they are also interesting times. The world has already experienced world wars, natural disasters, and global financial crises, yet the U.S.—and our trading partners—are still alive and kicking, and, in many cases, thriving.








Do Your Homework!


Before jumping headfirst into the startup operation of an import/export business, do your homework. Decide what area(s) you want to specialize in and what countries or regions you might want to conduct business in. Next, make sure economic forecasts and trends provide a favorable outlook for the type of business you’re interested in pursuing.


According to the World Trade Organization (www.wto.org/english/news_e/pres19_e/pr840_e.htm), for example, “Escalating trade tensions and a slowing global economy have led WTO economists to sharply downgrade their forecasts for trade growth in 2019 and 2020. World merchandise trade volumes are now expected to rise by only 1.2 percent in 2019, substantially slower than the 2.6 percent growth forecast in April. The projected increase in 2020 is now 2.7 percent, down from 3.0 percent previously. The economists caution that downside risks remain high and the 2020 projection depends on a return to more normal trade relations.”


Meanwhile, an online service called Vault (www.vault.com), which offers in-depth information about the experience of working within a wide range of industries and professions, had this to say about working in the import/export business: “In 2012, more than 304,000 U.S. companies exported goods. Of those, more than 97 percent are identified as small to medium companies employing 500 or fewer workers. The forces that determine the demand for workers in import-export careers are complex. Because so many markets are involved and international trade agreements can change, the outlook for import-export professionals is volatile.”


Of course, the WTO and Vault are just two information resources. Scour the internet and seek out up-to-date forecasts and statistics that relate to your business interests, then adjust your business-related goals and business plan accordingly. This book, not to mention Google, offers many reliable resources for performing research that you’ll want to take advantage of.




► The Trade War with China Has Had a Global Impact


In early 2018, the Trump administration kicked off a trade dispute with China. The goal was to “fix” trade practices that the administration claimed put U.S. companies at a disadvantage. Meanwhile, China believed that the U.S. government’s actions were an attempt to hinder China’s growth.


Instead of quickly coming to mutually agreeable trade terms, what began as a dispute escalated into a “trade war” between the U.S. and China, two of the world’s largest economies. As of early 2020, an initial trade deal between the U.S. and China has been signed, but The New York Times, explained this agreement simply brought “the first chapter of a protracted and economically damaging fight with one of the world’s largest economies to a close.” In this agreement, China committed to buying an additional $200 billion worth of American goods and services by 2021 and would eliminate or reduce some of the tariffs that it placed on American products.


While initially this seemed like good news for those involved with international trade, new problems began to arise as a result of the Coronavirus global pandemic, which impacted importing and exporting activities between the U.S. and several Asian countries.


Not only has this trade war impacted the ability for U.S.-based import and export companies to do business with China, but the ongoing economic uncertainty has had a negative impact on importing and exporting between a wide range of other nations and on the global economy as a whole. Trade-related restrictions and regulations have constantly been changing, and new fees, taxes, and tariffs have been imposed—some favorable and not so favorable to U.S.-based companies.


As of early 2020, many experienced international trade experts believed that even if the trade war with China were to suddenly and completely be resolved, global trade and economic implications would be impacted for several years to come.


Despite this unsettling and confusing time for those in the import/export business, many continue to successfully navigate and compensate for the changes and have discovered ways to continue earning a profit. In some cases, this has meant avoiding importing and exporting with China and focusing on other countries or regions.


One of your responsibilities as an international trader is to follow and attempt to understand global politics and related economic trends. Be sure to research how a trade dispute or trade war between countries could impact your business, then investigate how to navigate through or around the political turmoil in a way that’s favorable for your business interests.





Another excellent place to begin your career-related research is the online Career Center operated by the American Association of Exporters and Importers, also known as the AAEI (https://careers.aaei.org). This is a premier trade organization that represents U.S. companies engaged in global trade. One of the fee-based services offered by this organization is one-on-one career coaching (https://careers.aaei.org/jobseekers/resources/store/monthly_coaching.cfm).













CHAPTER
2 
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Some international traders do very well importing or exporting services, which can mean a variety of things. As a contractor, you export services and sometimes equipment when your company builds bridges, airports, or telecommunications facilities in a foreign country. As a consultant, you’re exporting a service when you supply your knowledge to a foreign firm. You’re importing a service when you purchase the licensing to open your franchise of a pub that started in England.
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tip


Consider exporting your services. Although the U.S. has a large trade deficit, it is a top exporter of services. Some of the top service-related exports in 2019 included: maintenance and repair, travel services, insurance-related services, financial services, charges/licensing fees for the use of intellectual properties, and telecommunications services.





In this book, we’re talking mainly about importing and exporting products. If you are trading in services, some of our information should still be useful to you (especially Chapter 3). You may also want to consult Entrepreneur’s Start Your Own Consulting Business.


Global trade of any kind involves nations. Where there are nations, there is government. Anything related to commerce and government means red tape—miles of it! Right from the start, you need to find and work with people who are experienced experts cutting through that red tape in the fastest, most cost-effective way possible.


Most international traders use freight forwarders or customs brokers to handle all the details of shipping and documentation. A freight forwarder is an agent who acts on behalf of importers and exporters, like you will soon be. They also work with companies to organize the safe, efficient, and cost-effective transportation of goods.


Customs brokers are private individuals, partnerships, associations, or corporations licensed, regulated, and empowered by the U.S. Customs and Border Protection (CBP). They also help importers and exporters when it comes to meeting the federal requirements that govern imports and exports. These people earn their living by sorting out government rules, regulations, forms, and assorted red tape—both foreign and domestic—but they’re also excellent sources of advice on freight costs, port charges, consular fees, and insurance.


Even if you use their services and leave the form filling to them, you should have a working knowledge of what goes on behind the scenes. This chapter, therefore, takes you on a whirlwind tour of the import/export world.





The Key Players


Let’s look at some of the players involved in the import/export and international trade industries:


►  Export Management Companies (EMCs). An EMC handles export operations for a domestic company that wants to sell its product overseas but doesn’t know how (and perhaps doesn’t want to know how). The EMC does it all—hiring dealers, distributors, and representatives; handling advertising, marketing, and promotions; overseeing marking and packaging; arranging shipping; and sometimes arranging financing. In some cases, the EMC even takes title to (purchases) the goods, in essence becoming its own distributor. EMCs usually specialize by product, foreign market, or both, and—unless they’ve taken title—are paid by commission, salary, or retainer plus commission.


►  Export Trading Companies (ETCs). While an EMC has merchandise to sell and is using its energies to seek out buyers, an ETC attacks the other side of the trading coin. It identifies what foreign buyers want to spend their money on, then hunts down domestic sources willing to export, thus becoming a pseudo-EMC. An ETC sometimes takes title to the goods and works on a commission basis.


►  Import/Export Merchants. This international entrepreneur is a sort of free agent. They have no specific client base, and they do not specialize in any one industry or line of products. Instead, they purchase goods directly from a domestic or foreign manufacturer, then pack, ship, and resell the goods on their own. This means, of course, that unlike their compatriot (the EMC), they assume all the risks (as well as all the profits).








The Supporting Players


Let’s say you’re an exporter with a hot product to sell. Who do you look for? A buyer, otherwise known as an importer. Here’s the rundown on the various types of importers:


►  Commission Agents. These are intermediaries commissioned by foreign firms searching for domestic products to purchase.


►  Commission Representatives. Similar to independent sales reps in the U.S., these folks usually work on a commission basis, and because they don’t purchase (take title to) the product, they don’t assume any risk or responsibility.


►  Country-Controlled Buying Agents. These foreign government agencies or quasi-governmental firms are charged with the responsibility of locating and purchasing desired products.


►  Foreign Distributors. Similar to wholesale distributors in the U.S., these merchants buy for their own account, taking title to and responsibility for the merchandise.


►  State-Controlled Trading Companies. Some countries have government-sanctioned and controlled trading entities. These agencies often deal in raw materials, agricultural machinery, manufacturing equipment, and technical instruments.








More Major Players


There are, of course, more players than just the importers, exporters, and their cast of distributors and representatives. You’ll also be dealing with another major player in the game—government entities.





CBP and ICE



Two important goals of the U.S. Customs Facilitation and Trade Enforcement Reauthorization Act of 2009 were enhancement of supply chain security and trade facilitation. Toward those goals, the U.S. government created the U.S. Customs and Border Protection Agency (CBP) and the U.S. Immigration and Customs Enforcement Agency (ICE).


You may already know customs officers as those people who fixate on you and your luggage with beady eyes as you trudge through the airport on your way home from a foreign vacation. But together these two agencies take on many more tasks than just checking for contraband souvenirs.


According to their websites (www.cbp.gov and www.ice.gov, respectively), these organizations also:




fun fact
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The “dump” in the AntiDumping Act refers to the practice of flooding a market with an imported product that’s far cheaper than a comparable domestic one.





►  Assess and collect customs duties, excise taxes, fees, and penalties due on imported merchandise.


►  Intercept and seize contraband, including narcotics and other illegal drugs.


►  Process people, baggage, cargo, and mail.


►  Administer certain navigation laws.


►  Protect American business, labor, and intellectual property rights by enforcing U.S. laws designed to prevent illegal trade practices, including provisions related to quotas and the marking of imported goods.


►  Enforce the Anti-Dumping Act.


►  Provide customs records for copyrights, patents, and trademarks.


►  Enforce import and export restrictions and prohibitions, including the export of technology used to make weapons of mass destruction.


►  Protect against money laundering.


►  Collect import/export data to translate into international trade statistics.


►  Secure the national borders.


►  Enforce immigration laws.


►  Strive to guard against terrorism.








BIS



The Bureau of Industry and Security, also known as BIS (www.bis.doc.gov), is another entity that governs the exportation of sensitive materials (e.g., defense systems, plutonium, and encrypted software). Headed by the Department of Commerce, BIS administers export controls, coordinates Department of Commerce security activities, and oversees defense trade. The BIS manages the export of most merchandise through the Export Administration Regulations, also known as EAR.








Product Category Regulatory Agencies



Beyond CBP, ICE, and BIS, various agencies regulate the importation of sundry products. If you’re planning on importing, for example, Cleopatra’s magic milk bath, lucky Chinese crickets, cereals, fur coats, or parrots, you’d better check with the agency in charge. Here is a sampling of what you can expect:


►  Cheese, Milk, and Other Dairy Products. Cheese and cheese products are subject to the vagaries of the FDA and the Department of Agriculture. You must have an import license to bring in most cheeses, which are usually subject to quotas administered by the Department of Agriculture’s Foreign Agricultural Service. Milk and cream fall under the aegis of the Food, Drug, and Cosmetic Act and the Federal Import Milk Act, and cannot be imported unless you have a permit from the Department of Agriculture, the FDA’s Office of Food Labeling, and other agencies.


►  Fruits, Vegetables, and Nuts. Some fresh produce items (including fresh tomatoes, avocados, mangoes, limes, oranges, grapefruit, green peppers, Irish potatoes, cucumbers, eggplants, dry onions, walnuts, filberts, processed dates, prunes, raisins, and olives in tins) must meet import requirements relating to size, quality, and maturity. All these tidbits must have an inspection certificate indicating importation compliance issued by the Agricultural Marketing Service of the Department of Agriculture. For questions, contact the Agricultural Marketing Service. You may also have to deal with additional restrictions imposed by the department’s Animal and Plant Health Inspection Service, otherwise known as APHIS, or by the FDA’s Division of Import Operations and Policy.


►  Plant and Plant Products. If you’ve got a green thumb and want to import garden goodies, be sure you check with the Department of Agriculture first. The agency regulates plants and plant products (including nursery stock, bulbs, roots, and seeds), certain materials (including cotton and lumber), and soil.


►  Radio Frequency Devices. Also called intentional radiators, these are devices that broadcast radio energy to perform their functions. Cellular phones, smart-phones, tablets, “smart” appliances/devices, any devices with wireless connections, Bluetooth connections, wifi, radios, stereos, digital recorders, televisions, walkie-talkies, wireless key-access systems, and other radio frequency devices are subject to the radio emission standards of the FCC. If you import these items, you’ll need to make sure they comply with FCC standards.


►  Foods and Cosmetics. Before you import that European miracle fat-melting pill, you’d best check with the FDA to make sure you’re not unintentionally bringing in articles that can be considered “misbranded,” that is, making false or misleading claims.








Additional Government Agencies Are Involved with Importing Specific Products



Other products that fall under the purview of a government agency, such as the Animal and Plant Health Inspection Service (APHIS), include:


►  Insects: APHIS


►  Livestock and Animals: APHIS


►  Meat and Meat Products: APHIS


►  Poultry and Poultry Products: APHIS


►  Arms, Ammunition, Explosives, and Implements of War: Bureau of Alcohol, Tobacco, and Firearms (which falls under the Department of Justice)


►  Radioactive Materials and Nuclear Reactors: Nuclear Regulatory Commission


►  Household Appliances: Department of Energy, Office of Codes and Standards, and/or the Federal Trade Commission (FTC)’s Division of Enforcement


►  Flammable Fabrics: Consumer Product Safety Commission


►  Radiation-Producing Products: FDA’s Center for Devices and Radiological Health


►  Seafood: FDA and the National Marine Fisheries Service


►  Biological Drugs: FDA


►  Biological Materials and Vectors: FDA’s Center for Biologics Evaluation and Research and the Centers for Disease Control


►  Narcotic Drugs and Derivatives: The Drug Enforcement Administration, which falls under the Department of Justice


►  Gold and Silver: U.S. Customs and the FBI


►  Caustic or Corrosive Substances for Household Use: Office of Hazardous Materials Transportation, which falls under the Department of Transportation


►  Furs: FTC


►  Textiles: FTC


►  Wildlife and Pets: U.S. Fish and Wildlife Service and Assistant Regional Director for Law Enforcement for the state in which you’re located. For birds, cats, dogs, monkeys, and turtles, check with the Centers for Disease Control in Atlanta, as well as APHIS.


►  Petroleum and Petroleum Products: Department of Energy


►  Alcoholic Beverages: Bureau of Alcohol, Tobacco, and Firearms, as well as the Treasury Department


Don’t let this list keep you from treading into international trade waters. Chances are you’re not going to be dealing in most of this merchandise, but if any of these goods are where your interests lie, you should know which agency to call for more detailed information. Remember, as the Customs Service people like to say, “Know before you go.” If you have any questions at all, ask!








Discover How a Customs Broker or Freight Forwarder Can Assist You



Depending on whether you’re importing or exporting, you can also get answers to your procedure questions from a customs broker or a freight forwarder.


The customs broker (sometimes called a customhouse broker) is an important asset to importers. It’s their job to know the ins and outs of importing in intimate detail and to handle all the paperwork and details on your behalf. Some brokers are small outfits consisting of a single owner-operator at a single port of entry; others are corporate types with lots of employees and offices in many ports. The U.S. Customs and Border Protection (CBP) licenses them all.


When you hire a customs broker, they act as your agent during the entry process. They prepare and file the entry documents, acquire any necessary bonds, deposit any required duties, get the merchandise released into their custody (or yours), arrange delivery to the site you’ve chosen, and obtain any drawback refunds.


A customs broker is not a legal necessity, but a good one will make your life as an international trader considerably easier. While the customs broker can become an importer’s best friend, a freight forwarder is who an exporter goes to for assistance.


Acting as the exporter’s agent, the international freight forwarder uses their expertise with foreign import rules and regulations as well as domestic export laws to move cargo to overseas destinations.


Freight forwarders can assist with an order from the get-go by advising you of freight costs, port charges, consular fees, special documentation charges, and insurance costs. They can recommend the proper type of packing to protect your merchandise in transit, arrange to have the goods packed at the port or containerized, quote shipping rates, then book your merchandise onto a plane, train, truck, or cargo ship. Like a concierge in a upscale hotel, they can get anything you’ve got anywhere you want it to go.


“There’s nothing we say ‘no’ to,” said Ray Tobia, president/CEO of Air Sea International Forwarding. “We try to offer everybody everything, provided it’s legal.”


Like customs brokers, freight forwarders are licensed, but in this case, by the International Air Transport Association (IATA) and Federal Maritime Commission (for ocean freight). You don’t have to use the freight forwarder’s services to transport your goods, and not all exporters rely on such services, but they’re a definite plus.








Understand the Flow of Products Being Imported or Exported



Now that you’re familiar with the players, you’ll need to deal with how the merchandise travels from manufacturer to consumers. A manufacturer who uses a middleman who resells to the consumer is paddling around in a three-level channel of distribution. The middleman can be a merchant who purchases the goods and then resells them, or they can be an agent who acts as a broker but doesn’t take title to the merchandise.


Who your fellow swimmers are will depend on how you configure your trade channel. We’ll discuss this more in Chapter 11, but for now, let’s just get acquainted with the group:


►  Manufacturer’s Representative. This is a salesperson who specializes in a type of product or line of complementary products; for example, home electronics: televisions, smart home appliances, and smart speakers. They often provide additional product assistance, such as warehousing and technical service.


►  Distributor or Wholesale Distributor. A company that buys the product you have imported and sells it to a retailer or other agent for further distribution until it gets to the end user.


►  Representative. A savvy salesperson who pitches your product to wholesale or retail buyers, then passes the sale on to you; differs from the manufacturer’s rep in that they don’t necessarily specialize in a product or group of products.


►  Retailer. This is the tail end of the trade channel where the merchandise smacks into the consumer. Yet another variation on a theme, if the end user is not a traditional consumer but an original equipment manufacturer (OEM), you don’t need to worry about the retailer because the OEM becomes your end of the line. (Think Dell purchasing a software program to pass along to its personal computer buyers as part of a bundled package.)
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Traits of the Trade: A Quick Quiz
Do you have a personality that's well-suited for being an ace international trader?

1. Myidea of a fun evening is:

®

Visiting a popular nightclub.

o

Drinking my favorite coffee while spending hours browsing the Foreign Trade Online
‘website (www foreign-trade.com/export_trade htm) and playing with a currency
converter app on my smartphone.

Watching movies on Netflix with my friends.

2. When I send Christmas gifts to relatives who live out of state, | usually:

. Wait until December 24, stuff the gifts into old grocery bags with the addresses
scribbled in crayon, then rush to the post office and stand in a huge line with al the
other i and hope my gifts arrive on time and intact.

b 1wrap my gifts carefully in specially selected packaging no later than December 10, call
my FedEx or UPS courier (I've already checked to see which is cheaper and faster) then
follow up to make sure the gifts arrive on time and intact.

<. Hope no one notices | forgot to send gifts.

3. | consider myself to be a“people” person becau

2. Even though | have to force myself, ' able to interact with people so long as it’s not
more than once a day.

b. 1love working and interacting with all kinds of folks in person, online, and on the phone.

<. lenjoy watching other people who interact and communicate well on TV, but | prefer
notto do it myself

4. Il could spend one week a month in a foreign country, | would:

a. Tryto do every activity that s illegal in the US.

b Tryto meetall kinds of people so | could see the world from different perspectives and
learn about other cultures.

<. Bean overbearing American tourist who asks total strangers to take photos of me
climbing all over national monuments. | also seek the local McDonald's or KFC in
‘whatever country | am visiting to avoid eating the local cusine.

Scoring: If you chose b for each answer, you passed with flying colors! You're international

trader material. Youe self-motivated, detail-oriented, and eager to work with people all over
the world.
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