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FOREWORD

For more than half a century Congress and the U.S. Department of Agriculture
have recognized the need for a research and service program epecifically tailored to the
needs of farmers who have joined to form cooperatives. That program, now conducted
by the Farmer Coaperative Safvice (FCS), has aaised farmers to sell commodities they
produge and to purchase goods and srvice ot c

'he specialized FCS program msumcally s focused on domestic marketing,

purchasing, and services. Much attention has been given to specific areas unique to
cooperatives, such as business organization, ﬁmmca, and member education. Because
cooperatives do not operate in an economic vacuum, attention also has been given to

their domestic marketing and purchasing opportunities and problems that are much
Tike those that exist for other forms of business.

In recognition of the tremendous importance of export markets to farmers and to
our entire economy, FCS is giving increased attention to the development of effective
export marketing programs by cooperatives. Our research and technical assistance
studies will broaden the i base of cooperative

Randall E. Torgerson
Administrator

Farmer Cooperative Service

Markoting Roaoarch Report No. 1074 March 1977
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HIGHLIGHTS

Agricultural exports from the United States exceed agrionltural imports by about
$12 billion ennually. This favorable balance in agricultural trade means many thou-
sands of jobe in industry, higher net incomes for farmers, and better living for most
Americana,

Farmer cooperatives play an important role in the export marketing of many
sgricultural ey are rolativel for others.

The basic objective of this report ia to provide technical information that will
assit additiona] Tormer caoperative loadera to gain the understanding and exporiso
neded 1o export uccestuly.

Many agencies and fms can be of advisory help to cooperative directors and
key siait personicl who wish to develop or improve an export marketng program. Fur
of

cign ervi
gram. Other governmental agencies alao hsve programs of valne to cxporting cooper
atives. Private institutions, including commercial banks with international
departments, can be very helpful.

In direct exporting, a cooperative deals directlywith one of several kinds of for-
eign buyers or their foreign-based agents. Cooperatives exporting citrus, for example,
customarily make direct export sales.

n indirect exporting, & cooperative worka through one of aeveral kinda of inter-
mediaries, either an American firm or a U.S.based agent of a forcign buyer. Someone
other than the cooperative handles the negotiations and export arrangements with the
foreign buyer. Cooperatives marketing soybeans, for example, usually make indirect
export. EB]!

ort, market rescarch ie the collection and analysia of factual information
about the affecive demand for 3 selcted cammadity n & foreign. Beographic aroa. It
involves careful consideration of a designated market's supply-demand situation, ssles
outlets, and local customs and practices. The research reaches its climax in a study to
determine whether it is feasible for a cooperative to (1) enter into export marketing, or
(2) export its commodity to a selected foreign market.
ey representatives of an exporting cooperative should visit several selected for-
cign markota to gain a decper inaight into the nature of each market and the economic,
political, and social forces at work within it. Peraonal contacts with buyers promote
understanding and meaningful communication.

Each buyer is interested in product, price, performance, and profit. In moat
instances, a cooperative must accept and comply with a buyers preferences with
vespes 0 such thinga usproduct apecifcations, packaging, and shipping

ooperative with continuing sales to a selected foreign mmm usually will
have a fomg-n sales or agent. Such a s a foreign indi-
vidual or fim who is granted cssentially the same authority a5 a aaleaman employed
by the cooperative. Some of the foreign ales represeniatives can provide many usefl
seviee,de n lge part Lo thei proximiy 1o buy

umber of business techniques are peculiar i the export tade or vary aignifi
cantly from those comman o the demestie kade. Those with which cooperative execn-
tives and directora should be familiar pertain to delivery terma of sale, pricing, salea
offers and contracts, receiving payment, financing, shipping, and docume

xporting is more than a simple extension of domestic marketing, but there is

1o export technique that cannot be mastered by cooperatives,

Twenty elements of success are liated herein that decisionmakers and etaffa of all
exporting cooperatives can put together to achiove progress. Another five elements are
of special concern to cooperatives exporting food products.

There also are a number of specific opportunitics—such as for reduced trans-




portanon costs—that an individual cooperative hes for expanding or improving its
export marketing program during the

or groups of coaperativen with expart problents in commor, joint action provides

y to obtain the volume necessary for maximum efficiency in exporting. Devel-
Gpment of spccialized oxport coperatives appears o be an altermative with exceptional
promise.

It is in the beat interest of American farmers, and the public generally, for more

farmer cooperativea to engage in export marketing in efficient and auccessful ways.

.

i avdance of o shp-
Many porsons think of cooperative oxporting s @ racent development. Hera
o o e ofttus made 16 England by Sunkist Growers, Inc. prir to World Wer




Rica and soybaan products ara liftad
Foods, Stuttgart, Ark., to oversaas marks

frolghters at Naw Orlaans for shipment by Riceland



EXPORT MARKETING GUIDE
FOR
COOPERATIVES

Donald & Hirsch
Semor Agneultural Eeanomist—Foreign Trade

INTRODUCTION

Famers and their cooperatives are confronted by the challenge of export mar-
keting in greater measure than ever before. As business enterprises that are wholly
owned and controlled by American farmers, cooperatives that meet, the challenge have
an opportunity to contribute materially to our country’s economic growth and stability.

"The United States exports far larger quantities of agricultural commodities than
most countries produce. We are the world's largeat exporter of many foods and feuds

The value of our agricultural exports in the 12:month period ended June 30, 1976, was
5221 billion. With agrculbural imports valied at $10.1 illion, his meamt our agricd
turl exports exceaded our importa by S12 billion,

he favoral nce in agricultucal trode means many thousand o jobs in
industry—and better Tiving in Amerca. It helps to pay for imporied inéustrial com.
moditics, including needed supplies of coatly petroleun products. Our entire economy
bencfita from a high level of exports of the foods, feeds, and fibers produced by Ameri-
can farmers.

About 30 percent of our agricultural production is exported. In the 12-month
period ending June 30, 1976, the percentages of production moved into export channels
were as follows: dry edible peas—61, almonde—56, wheat—55, soybeans—51, cotton—
40, tobacco—30, rice—27, and feed grains—25. Farmer cooperatives participated in
exporting these and many other agricultural commodities, but in most instances were
more mgmﬁcam factors in domestic marketing than in exporting.

ny farmera are direetly dependent on export sales for a large share of their
income. Other farmers are atfected indirecly but aigniicany by & Jarge vohume of
exports. 1 our export markets shrank sharply, much of the resources used to produce
export crops would be shifted to production of other commodities. The results would be
surplus quantities and low prices for nearly all crops.

Farmers may work through general farm organizations and commodi
onanizations o improve the economic and political environments for international

. They can directly participate in the trade through their cooperatives. Unorga-
nined farmers ar merely spectators.

articipation in intemational trade doea not supply a simple answer to the
come problems of members of cooperatives, of course. 1t is not easy to develop and
maintain a succeasful export program

ome farmer cooperatives now have effective export marketing programs. If more
cosperatives engae in exportng on an effcint and businssike bsla, both producers
and consumera will benefit

This report is an export marketing guide, not a complete export manual or a blue-
print for operations of any individual cooperative. Its basic objective ia to help addi-
tional farmer cooperative leaders to gain the understanding and expertise needed to
export successfully. 1t provides information designed to assist directors and adminis-
trative personnel of each cooperative with export potential to (1) evaluate the oppor-
tunities and problems involved in establiahing a new or expanded export program, and
(2) increaac their proficiency in export man’

Che illustrations herein are planning aids developed by the author, rather than




standard businesss forms or documents customarily used in the trade. The latter are
available from other sources.

s 8 reference tool or work aid for cooperatives, this report is not intended for use
in resolving a misunderstanding or dispute should one arise between parties involved
in a particular export transaction.

IMPLICATIONS FOR COOPERATIVES

rmer cooperatives are an integral part of our capitalistic enterprise system.
Sound busineas decisions, whether in domestic or export operations, are cssential not
only to their progress but also to their very existence.

peratives differ slgmﬁcamly from other firms. They are established to pro-
vide joint eervicss at cost o farmers In organized groups, they are cantzalled by thase
farmers, and their not margins (if any) are nllncst.ed o farmers on a patronago basis.

Afow i trading fi b lay a major role
in exporting US. sgricultural commoditios, numbly nnybeanu and grains. Whether
ownership and control are in the hands of many persons or of few, the Imslc ohwr_uve
of theao firms is to make maximum returns to investors rather than to growers. This

objective is neither illegal nor unethical. The rosult is that these firms sock to masimize
their profits by obtaining agricultural commodities from those countries in which they
can be produeed in acceptable condition and st least cost.

In sharp contrast, a farmer cooperative that gains a share of a foreign market
through sele and delivery of agricultural commodities produced in the United Stutes
will continue to offer US. commodities exclusively. This increases chances for U.S.
farmers to hold or increase their shares of total imports of those commodities by for-
eign countries.

"The competitive position of a cooperative is strengthened by its more noarly
assured sources of commodity supplies, if it has marketing contracts with individual
farmers and a competing firm does not have similar contracts. However, greater dis-
persion of control within a_cooporative sometimes may mean that a competitor will
need less time to make a major business decision that requires prompt action.

Ownership and control in the hands of farmer-patrons can provide a basis for
loyal and continuing support by farmers that cannot be matched by a firm that is
owned and controlled by persons whose only interest is the size of the monetary return
on their investment. Such support is not created automatically by adoption of the coop-
erative form of business structure, however. Strong farmer leadership and continuing
‘member information programs are necessary.

The need for membership understanding and support is as grent for an export
markeding program s for a domostic mﬂxkcunx program, All the same mfnrmn!ml\nl

eriodical cetings; and
informational reloases throngh the public pross, radio. nnd elevision--should e wi-
lized.

There is a special glamor to a shipment to & foreign country. Many farmers like
to know that their cunpemnvu is sending their commodities to other parts of the worlg
Although it is no substitute for practical business operations, the “glamor factor”
should not be ignored as a means for stimulating member interest and support for suc-
cessful export sales.

decisionmaking process deserves special consideration in an exporting coop-
erative. A decision to mske an initial trial shipment to a foreign destination uppuur: o
be a policy matter requiring board action. But a decision to develop a new export p
gram, or to materially change sn existing export program, appears to be Something
requiring prior approval by the membershi
Mombers should be involved in dscisionmaking, but international trade is highly




competitive and tends to be more sccretive than the domestic trade. Premature dlaclo
gure of specific market objoctives, names of h\lyem, or exact sale terms may be
help: than to a

s s board of direetors must make export policy desisions, eview the results of
its export program, and keep the membership informed. More delegation of authority to
the top administrative employee may be needed than in & domestic marketing program,
however. In tum, he may delegate considerable suthority to other employees. The
reason for this lies in the nature of the business; relatively few persons have the knowl-
edge and experience to deal with technical ‘problems involved in exporting.

The need for effect increases when a oriented coop-
arative prepares to launch an cxport marketing program. A reviow of the cooporatives

ansgement in terms of the basic principles, role, functions, stricture, stafing, and

techniques should be made at um time—and permdmslly thereatle

Farme: i actor trade. Yot for many
commodities their role in export marketmg o lm important than the part they play in
domestic marketing

Daia on_cooperative exports are not compiled on a l‘eglllm Dasis. The scope,
depth, of ventures in rade during their
fiscal yem 1968, 1969, and 1970 have been documented.?

n fiscal year 1970, the Inst period for which cooperative export data are avail-
able, 5,415 farmer cooperatives in the United States marketed agricultural commodities.
Only 56 of those assouauons—shauc 1 out nf each 100—sold such cnmmndmes  directly
to foreign buyers. Another ipped
as a result of sales to pemona other than formgn buyers.® Mm\y other associations
simply sold commodities to other firms to export.

Farmer cooperatives handle large shares of U.S. exports of almonds, walnuts,
pecans, peanuts, fresh and processed citrus, raisins, cranberries, canned fruits, grape
products, edible beans, rice, poultry meat, grass seed and cotton. The proportions of
total grain and soybean exports handled by cooperatives are relatively low, but the
cooperative volumes still are huge by almost any other sta

ese are some of the cooperative names that have become wellknown in mﬁer
national trade: Sunkist (citrus), Riceland (rice), Farmers Export (soybeans, com), Blu
Diamond (almonds), Agripac (processed vegetables), Producers Grain (sorghum ‘rain)
Diamond-Sunsweet (walnuts, prunes), Amcot (cotton), Welch Foods (grape products),
Gold Kist (poultry, pecans), ’n-/anley (processed fruits), Norbest (turkeys), Sun-Maid
(rmsms), and Rockingham (poul

Conversations with manugennl puxsnnnel suggest that these may be some of the
mn]or reasons most cooperatives do not cxport:

1. Either the wnpm.me has too little volume to mect the requirements of forcign
buyers, or inquiries from foreign buyers involve quantitics that are too small to justify
lm’:l\rnng tho addiiona) expense and timo nvalved in a forelgn sale.

he cooperative does not have on its staff the experience and expertise neces-
sary to process foreign sales and believes that such exmrlence and expertise are not
ruzdlly available from “outside” sources on a temporary bas
3. The risks involved in export sales are considered to l.vc disproportionately large
and |t is felt that they cannot be readily identified or measured.

rathvon o Manucl, Milon I, tmproving
Dept. of’ Agriculture, General

1Wor u comprehensive diseussion of managenent of
Munagement of Farmer (‘nnpzn\uvm Femer Coopernive.
I(npnxl m! 41|usm

w m Berboriy Richard & Foreign Trade of Cooperatives. Parmor Coaporative
Scxvlm, 8 B of Aﬂrlcultum FCS Information 8, 38 pp., I
ibid. Soa page



A loss from an export sale could be of much greater interest and concem to the
hoard nf directors and membere in general than a loae from a domestic sale, particu-
Jarly during the early stages of devlopmant of an export sales program. Thia coul
meon that . widdly known Toos an s sxport sale wonld Joopardise the continaed
employment of top administrative people. .

5. There are additional problems in exporting that do not exist in domeatic mar-
keting and are not peculiar o cooperatives. For example, U.S. dock strikes and embar-
goes on export shipments can greatly digrupt an export program. There are also many
foregn trade barin,some of which may bucome ofective almost overnight; included

re tariffe, nontaxiff barricrs, import quotas, import dutiea and levies, and proferential
import treatment accorded 1o commodities ahipped. from countriea competing with the
United States in forcign markets.

No attempt will be made in this report to indicate to what extent these and other
reasone may have had a negative influence on cooperative partic
keting. Instead, information will be provided that will assist in making positive deci-
sions in the future. There ia litfle that an individual cooperative can do about a
problem ouch ce that ariing from & foreign trade basrien, but most export problems
can be solved, either through individual action or joint action with other cooperatives.

TECHNICAL ASSISTANCE*

A farmer cooperative that markets a oommadny with export potential, and is
interested in exploring export opportunities, can obtain the advisory help of many per-
©ona. Some of these persone are informed about the broad aspecta of export marketing,

while others are familiar with the “ine and outa” of the export business.
A relatively emall cooperative may need a great deal of technical asaistance, but
even the largest cooperative cannot afford to ignore the servicea that are available from

public agencies and private
The initial problem for a cnnpzrsb\ve or individual with little or no exvenence in
exporting is to find out what information ia available from which sources, Later, the

problem becomes ane of selecting the publications that provids nosded infomaation on o
regalar o ereules besis, and o contacts with i

agencies, and private firms that on request can prnvlde advisory assiatance tailored to
the needs of the cooperative.

Foreign Agricultural Service

Poreign Agricultural Service (FAS) i the agency that has primary responsibility
within the U.S. Deparment of Agriculture (USDA) in the anbject aroas of infernational
frade, foregn market development and forsign affaire involving agricultural com

Ite farmer cooperativea and other agricultural cxporters in many
of descitions of some FAS activities e given heve to alers cooperative man-

6. Bric
agamenus 4o tho kinda of services provided.

Each n the production and
utilization of agﬁmlluml commodities, and on governmental polxden and programs
related w aznculmle. in the country (or countries) to whlch he ia assigne

aloo euperviees U.S, market development aciviten i tho ommtry, and assem-
e infymation shou rsyen ting US.
commaditios. Ho often helps U.S. exporters got n tonch with {arelgn businessmen and

v desorpions of oo USDA program e given hero and in a ssbseqent section de

rwm g In -nrr‘mmurnvm,t u\uﬂpﬂo;u;:««nlm \Tl published material, In all cuso,
il orm by reprosenttive of (h several agences, Conntractie

melvnd -nd lncluded herein, e - s Constructivo "

a



govermental officiale; this service is partioularly helpful to a cooperative when it is
attempting to cstablish or expand an export sales program. However, most requests for
trade information should be directed to the Export Trade Services Division of FAS in
Washington,

We have aitaches stationed in more than 50 countzin, Singo somo of them func

tion i v ox moro counics, they cover more than 100 countries i all.

ade Opportunity Reforral Soruice (TORS), Thouaanda of foreign buyers,located
i many counityios inform our agrcultaral atiachen about the fods, eods, and nadural
fibers thoy would like to purchase from U.S. sallrs. Pertinent information s disse:
inatod to interested U.S. firms through a computerized direct mail service and a weekly
trade bulletin called “Expnn Briefs.” Sufficient information is provided to enable a
US. mu)l(xrnlive 0 selcot foreign firma for further consideration as buyers or agents.

ition to having an opportunity to reapond to specific trade inquirics, Amer-

ican cxparters can wse comnodity Hatings of foreign buyers for diveet mai advertiing.

New product tening. A now product teatin program may be used 10 help locate
foreign markets for US. food products. The U.S. agricultural attache will use the
product label to checl with foreign governmental officials to make certain the product
can be cleared for import.

A aecond step may be taken by a cooperative offering a product that has met the
entry requiroments. A taste-test is held to determine whether the product is acceptable
10 foreign consumers. Test results and information about competing products are pro-
vidod to the U, irm.

est marketing and pointof-purchase promotions. A food product that meels
antry roquitemonts and has passed consumer tastetests is qualified for test marketing.
Usually this involves  “point-of-purchase” promotion program in selected retail stores.
After u test period of a week or more, un inventory is taken to determine how much of
the product has been sold.

Tn addition to these programs, there also are special market development export
incentive programs for fruits, vegetables, and nuts. In early 1976, six cooperatives were
wmong 15 firme invelved in the incentive programe.

Trade oxhibits. Trado fair exhibits are a well established means of introducing
and promoting food products overscas. Personal contacts are made with potential buy-
crs. Sales may be consummated on the spot or a basis for future sales may be devel
oped.

Tiach exhibitor pays a fee for use of facilitics and other services. There must be
full-time represcntation at most kinds of exhibits.

The principal kinde of trade exhibits are hotel-restaurant-institutional exhibits or
demonstrations, international food shows, agent food exhibits, catalog shows, product
displays managied by agricultural uttaches, and livestock shows.

Sales teams. Personal visita with forcign buyers may be arranged through a
saleq toam program. Such a program is based on market research that has indicated
that certain U.S, food products have export potential in a selected market or markets.
FAS selects five or six U.S, firms to participate in a sales mission to call on prospective
buyers. The porticipants pay their own transportation and living expenses and a
modest fee.

FAS provide to ives and other exporters a

wealth of usoful i ion about the trade envi;
FAS publishes three periodicals which every cooperative exporter should receive
rogularly. One is “Foreign Agriculture.” This is a weekly magazine that provides a

great deal of Information hat 4 useful to US. exporte:
“ riefs” is a weekly letter listing specific trade opportunities for many
agricultural cummodmes 1t also reports on foreign trade developments.
o third periodical is the “Export Directory.” This is an annual publieation



Sevoral cooperatives heve received national recog-
nition for their sccomplishmenta in exporting. Hore
the E Star Export fleg—which is grented for ed
tionel expart echievements to firma thet hava

the foroground ero W. C. Pulliem, Senior Vico Prasi-
dant, and G. A. Burson, Executive Vice President.

listing key contacts in State and Federal governments and in the trade. The moet
recent issue (May 1976) consiats of 102 pages and provides the names, mail addresses,
and telephone numbers of hundreds of individuale.

FAS aleo publishes numerous reports that are largely suunlcnl "Forﬂgn Agri-
cultural Circulars” are specialized reports on production and trade major com-
iy roupa and are publishes ai fvegtins itervals during soch Year, Coopersive

exporters can find in theee reporte a good deal of useful information akout the com-
modities they handle. Further commodity and policy information is in “Special
Reports” issued on an irregular basie.

Staff. Perhapa the greatest asect of FAS ie ita staff of experienced epecialists. A
cooperative can find someone on that staff—or the staff of its sister agency, the Office
of the General Sales Manager—to diecues export marketing opportunities and probleme
for any one of the whole range of commodities, from alfalfa seeds to zucchini squash.

Exporting cooperatives have opportunities to be of advisory aesistance to FAS,
During the current round of multinational trade negotiations, for example, wme uoopm*-
tivee aro sepregented on tachrical advisery comitices concomed with major com-
modity groups. Further, at any time cooperative spokesmen can advige FAS about
problems arising in the environment for international trade. They can provide factual
information, based on their own experiences, that may lead to governmentto-govern-
ment discussiona directed toward maintaining or increasing access hy cooperatives
(and other exporters) to foreign markets.

Other Sources
Additional sources of information and technical assistance will be discussed
under the headinga of U.S. Department of Agriculture, U.S. Department of Commerce,
and Miscellaneoun



usintad in an oversens markat, or to attract naw customers, In 10 participate in

how. This attractive exhibit was used by Citrue Cntral, In
Fio "Ward food fals In Cologne, Garmany. Portinant nformatin about the sooparatve-o pro-
Coneing facilrios was gvon n Fronch and Garen aa woll a0 Englsh:

U.S. Department of Agriculture

In addition to the Foreign Agricultural Service, several other agencies in the US.
Department of Agriculture can be of technical assistance to exporting cooperativea. Six
o those agencies will be mentioncd hers

mer Cooperative. Service (FCS) cancentrates an the problema and oppor
it of farmor cooporativen. Tt can make resoarch studics dirocted toward compre
‘henaive analyses of the export opportunities of commodity groups of cooperatives or the
technical aspects of their export operations. It also, at requeat, can undertake technical
assistance studies designed to help individusl cooperatives, or groupa of caoperatives,
to develop new export programa or improve exieting programs,

In June 1975, a new rescarch project was initiated by FCS. It is concemed with
export marketing. Its objectives are to (1) assit those U.S, farmer caoperatives that are
intereated in develaping or expanding foreign markets for agricultural commodities to
acquire tho specialized knowiodgo and akillthat will snable them to oporate offciontly
and effectively, and thereby be of maximum service to their producer-patrons, (2) de-
velop technical materiale and guidelines that mey be used aa working toola by
waporting cooperatives, and (9 develop & body of Knowlacgo that will halp the coopon
atives to develop marketing procedurea and strategiea to meet both day-to-day and
long-range problems and opportunitiea.’

FCS aloo conducts reaearch concerned with improving the organizational atruc-
ture and operations of cooperativea in general. These atudiea are of value to exporting
cooperativea aa well as associationa serving domestic markets only. Several publica:
tlona are listed at the end of thia report.

In addition to various research and informational reports, FCS publishes a
monthly perlodical, Farmor Cooporatives. Bnch iseus of that magarine containg articles
of interest to cooperative managementa and membera,

Techniaion o

hin seport o the sreond publcation (n adiition o fou it this n the I

Farmer Caperatives) to be under this projeet. The [t was: Hirseh, Donald 15 Bxport
e mor Conporaive. S 15, Dot ol Atedtre, FCS Tnformation 104, 47
November 1976



Beonomic Rewearch Service (ERS) of USDA issues publications of luterest lo
exporting caoperatives, 1ts Foreign Demand and Competition Diviaion studies inter-
mtional trade in agreuliural sommodities, trado policies and trado hasriors, Supply
end dunand conditons, incucing weathar devolopmenta affocting production, are
eviewed on a continuing baais, and reported in June, Septembor and December in
The World Agrculural Sitation” Speial attntion i given to conditions affecting
foreign market opportunities for the major U.S. export

Of special interest is a monthly statistical and analytical review called, “Foreign

Agricultural Trade of the United States.” Each exporting cooperative should receive
this publication regularly to keep abreast of hasic trends and developments in inter-
national trade.

Also of interest are ERS periodicala and special reports concerned with projec-
tions of agricultural production and trade, the agricultural situation in the worlds
major regions, commodity situations, and world economic and monetary conditions.

Animal and Plant Health Inspection Service (APHIS) of USDA inapects all live-
stock exported from this country, and cortifioa that they meet the health requirements
of each foreign country of import. Export health certificates must be condorsed by
APHIS veterinarians before livestock can be ahipped to a foreign destination. Simi-
larly, APHIS inapects export shipments of fresh fruits and vegetables and isanes phyto-
sanitary certificates to cartify that they are free from various diacases. APHIS can help
a cooperative exporter learn in advance what inspection regulationa affect exports of
its commadities.

Agricultural Marketing Service (AMS) of USDA is involved in inspection and
grading of grain, dairy products, fresh

for wholesomeness, AMS ia primarily concerned with determining levela of quality.
Official grade standarda have been developed by AMS for 390 food and farm products.
Export terms of aale often include provision for a grade certificate.

For the most part, grading and inapection programs made available throug
AMS are offered on a voluntary, fee-for-service basia. Inapection and grading, however,
are mandatory for commodities cited in the Export Apple and Pear Act, the  xport
Grape and Plum Act, and the export provisiona of the U.S. Grain Standards Act

Aside from adminietering grading and inspection services, AMS offers cnnhuct
compliance and other acceptance acrvices. For certain products, cats,
AMS hao drawn up purchase spocifications tha can be used by inatitutional buyers
both domestic and foreign.

Agricultural Research Service (ARS) of USDA has two employees stationed in
Rotterdam, Notherlands, to atudy the condition of various commadities at the time of
their arrival overseas, and to sesk possible improvements in transocean shipping and
handling at the overaeas port. It also publshes reports donling with varioua pspect of
the exporting of agricultural commoditie

l'xtensmn Srrmu.‘ ES) of USDA works closely with the State Extension Services.
Many of the latter assist d businesses to
ing. Eéneationl Tregrame cover nnlﬂyua of potential foreign marketa for eules l)fspe
cific products, export financing, transportation, documentation, and sources of specific
assistance. This educational information is provided through conferences, seminara
:md workshops conducted by Extenion specialists as well as through individual con-
cts.

Other Extencion programs related to foreign trade provide marketing and outlook



information, incuding reporta on changes in exgart demand for prncipsl commodition
well a8 ch hanging conditons in compoting coustries and price and supply impi
cations to produce
For specific mformation rlated to these progeams, inquiries should be direted o
the Director of the Cooperative Extension Service at the appropriate land-grant univer-
sity.

U.S. Department of Commerce

S. Department of Commerce (USDC) can he of considerable assistance to an
exporting cooperative in_three major ways: through publications issued from the
national headquarters in Washington, advisory assistance from etaffworkers at district
offices located strategically around the country, and informational and advisory assis-
tance from commercial attaches stationed in foreign countries.

USDC's Bureau of Interational Commerce issues scores of publications annu.
ally that are of interest to exporting firms. One series—Oversean Business Reports”
—provides background information on the economic and trading situations of indit
vidual countries.

Another country-by-country series—“Foreign Economic Trends and Their Impli-
cations for the United States”—provides information on general business and economic
conditions.

“The Burean aleo receives and releases monthly more than 300 “Foreign Market
Reports” that deal with markets of interest to specific segments of U.S. business,
including sgriculure Coplesof hese Feports e avaflabe at ndividual reuest

ngh its “Export Mailing 138t Servica USDC will supply fists of forcgn
im i sloced couniore il handle epecified commodity groups. There is a small foe
for this service, but 1 s & §ood way t obtain basic inforeation shout sach of raazy
firms,

TFrom such a list, a cooperative can select individual firme that appear to be pro-
spective buyers or sales representatives. It then can request a “World Traders Data
Report” for each of a few selected firms. There is a fee for each of these reports but
information is provided on the type of organization, year established, relative aire,
number of employees, general reputation, territory covered, language preferred, product
lines handled, principal owners, financial references, and trade references. This is
valuable service at vory low coet,

“Commerce America” is & news magazine published hiweckly by USDC. Many of
the articles are concemed with the market environments in individual foreign
countries, These are likely to he of greater interest to administrative and marketing
research personnel than to technical employees or directors of U.S. cooperatives. There
are some specific items pertaining to agricultural opportunities, however. For example,
an item in early 1976 concerned interest on the part of a French firm in developing a
joint venture for processing and canning sweet corn.

A sales lead in the magazine will provide the name and address of the foreign
firm, indicate whether it desirea direct purchases or to act as the sellers agent, and list
the commodities in which the foreign firm is interester

The Bureau of Census, USDC, compiles a great deal of data pertaining to exports
of U.S. industrial and agricultural commoditics. In most instances, cooperatives will
fid it desirable to wait for the special summaries and comments prepared by suencien

e U.S. Department of Agriculture. However, in some instances needed data
obtatned more geicdy from Genus reports, particalarly the monibly *Foreign Trade
Report FT 410 U.S. Exports Commodity by Cou

Further, i information of & speciic kind fa contained in rocords of the USDC but



not published by USDA, it may be possible to arrange for preparation of & summary
through & district office of USDC.®

Miscellaneous

Many other governmental and private sources provide advisory assistance.
Included are the following: Export-Import Bank of the United States, commercial hanks
with international depariments, regional banks for cooperatives, international credit
1ating companies the national and local shambers of commerce, commodity trade asso-

lly those designated as " by the For-
eign Agricultural Service, USD: s ional trade councils and associ-
ations, land-grant university research and extension departments, port authorities,
State market development agencies, State departments of agriculture, and air and
ocean sh|ppmg lines.

tial foreign customers are & prime source of information abont product and

Jabeling specifications and other import requirements in specific foreign markets.
tion to checking the credit references of a potential buyer, it is desirable to
talk with as many informed persons as possible to determine the foreign firm's reputa-
tion in the trade. How is it rated by other businessmen with respect to integrity,
rompiness in making payments, import expertise, sales outlets, and general

I3
dependability? -

freight forwarding agent ly referred to a8 “foreign freight
forwarders”—not only can handle export shipments but also can provide a great deal
of advice on the technical aspecte of moving commodities in international trade. (Such
firme are discussed later in the section on “Forwarding” under “Export Business Tech-
‘niques.”)

Some private fims, headquartered in the United States or a foreign country,
engeage in overseas market research on a fee basis. A competent researcher employed
by such & fim should have extensive foreign contacts and prekus experience. This
will znAhle him to do a thorough job in & minimum period of time

un & Bradstreet Publications, Inc., annually puhllvhen an “Exporter's Encyclo-
pedia.’ ” Sllpplemenled by bulleting and newsletwﬂ. this is a source of a great deal of
current information sbout technical aspects of sales and shipments to each of many

Cooperatives compete strongly with each other, as well as other corporations, in
foreign markets as well as in domestic markets. Nevertheless, cooperatives with estab-
lished export programs are a key source of advisory assistance for cooperatives
entering into the xport business. Tn keoping with the Gme honoted tradition of helping

each other in time of need, farmers in cooperatives like to share with other farmers

much of the knowledge gained through dealing with export problems and opportunities.
Thus the farmer leaders and administrative employees of successful exporting cooper.
atives are an invalusble source of advice and information for those persona interested
in developing new cooperative export programs.

SALES AND DISTRIBUTION CHANNELS
. “fomgn market” is a geographic area outside the United States in which there
i a group of importers who are interested in purchasing U.S. commodities to sell to
other dmmhuw!ﬂ or to users. There aleo are agents, here and abroad, who will sell a

For gaumple, USDO s daa showing the vlume s vl of vcstoc cxpocts trm each U
oot 4 fimeton bl b e Smand oy 4 by iy the
Expense, 17 very large Ivesto ng cooperalive weee developed, ¢ ight ind i worthwhile 1 pi
Fame vach dat compied eesonly eveloped, femie e oy to
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Cartons of frash lamons an thair way to Tokyo from tho facii

Sunkist Growars, inc.. has cansumer advertising programs in many nations,
{linated by an intornational advertsing manager, but each is dresner with

local agancias.

@ Dutch boy graats a pastor with a smile,
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das of Sunkist Growars, lnc.




Riceland Foads' cannery in New Orlaens s idaally loceted for recelving, canning, and shipping
soybesn ail to axport markats.

Poultry products on aale in a J

store. Thay wers aupplied by Rockingham Pouitry Market-
ing Cooperativa, Inc., Brosdwey, Va.
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cooperative’s producta to foreign buyere for a commission. Other agents will arrange
for a purchase of the commodity from a cooperative with the commiseions to be paid by
foreign buyera.
ach buyer or agent in the foreign market can be called a “sales outlet.”
ore appear to be two concepts with respoct to use of the term “distribution

channel.” Under the firet, emphasis is placed on the kind of firm ith which a cooper.
ative deals, whether that firm is in thia country or a foreign country. These classi-
ficationa—such as export merchant or foreign sales representative—are discusaed later.

o accond concept of a “distribution channel” ia concerned with the domestic
marketing ayatem in a foreign market. Such a channel consiats of a series of buyera, or
agents and buyers, through which the control of a commodity paases ag the commodity
moves from the cooperative to the final uger. The commodity not only may be sold and
rogold, but aleo tranaported, stored, procesaed, packaged, and merchandised before it
roachea the ultimate consumer.

The torm “export sale” applics to eomo but not all shipments of U.S. commodities
that ultimately arrive at foreign dnelmnhuna In the context of cooperative marketing,
the term applies to such shipmenta ag follow:

Inclmiu shipments—

. To U.S. farmer cooperatives that purchaae commodities from other farmer
cooperauvaa or help them with export arran,
2 To U.S. firme, other than farmor cooperatives, that purchase commoditios for
uxpurt.
o foreign firms, foreign governments, or their repreacntatives, that purchase
us. commodmee for import into foreign countriee.
not include shipmente—

1. To the U.S. Armed Forcea. or US. diplomatic miasions abroad, for their usc.

2.To the U.S. territorial possessiona—Guam, Puerto Rico, and the Virgin Talands.

3. Fur uee oo supplica on veseels and planea engaged in international commerce.

o which a cooperative makes an export eale through its own per-
sonnel nnd facllmee determines whether the sale is classified as “divect”’ or “mdlrect"
exporting. In a direct export sale, the cooperative deals directly, through its employoes
or foreign-based repreaontatives, with a foreign buyer or hia forcign-bascd agent; the
commodity ia delivered to a point designated by the buyer—a U.S. loading port or a for-
cign port of destination. In an indirect aale, the cooperative works through an inter-

modia er another American firm, a U.S.-based agent of a foreign firm, or an
nternational trading company; thc commodity i deliverad to a point deaignated by the
buyer—uaually a U.S. loading port.
nother way to express the difference is to aay that eelling direct is to make an
export sale, whereas aelling indirect ia to aell for export—with someone elee making the
export aale.

Theae distinctions uaually are significant. In some casea—aa will be illustrated
—they are leas significant and quite vague. In genoral, a cooperative exporting directly
is building and maintaining foreign markets for ita products; a cooperative exporting
mdlmcdv IE merely helping to supply foreign markets,

are not availablo to show the extent to which USS. farmer cooperatives use

each of ﬂn various kinda of export distribution channels. There are differences among

the cooperativea according to kind of commodity cxported, volume of exports, and

market to which exporta are ma

itiona vary according to circumstances in which they are to be uacd. Those

in the next two sectiona of thia report are designed to fit the needa of U.S. cooperative

exporters. Since the terma do not have the same meanings to all poraons, it alwaya ia

deairable for an exporting firm to find out precisely what services and facilities a
domestic intermediary or foreign importing firm has to offer.




Indirect Sales

If a cooperative is to use sn intermediary in exporting—and most of them
do—the kind of firm it selects should be the one best suited to its individual needs.
Export agent and export broker. The difference in meaning of these terms is
clearly distinguishable when the following concepts are compared:

commisgion anly, to be paid by the cooperative, but may work for a retainer plus com-

mission. Like a sales employee, he works under the direction of a key administrative

employee of the cooperative. However, he may have other clients with noncompetitive

commodities. His offices are located in the United States. He does not buy or sell com-
ities or finance aales. ) )

2. An export broker is a U.S. firm whose main function is to bring buyer and
seller together. His staff uaually is very smail in number—perhaps only one or two per-
sons. His office fucilities also are minimal, and are locatad in the United States, usu-
ally at a port. He is not a party to export transactions, although his service may result
in sales that otherwise would not have been made. He also may provide some limited
advisory assistance to the seller. He receives a commission from the seller for any sale
he arranges, and works with all buyers and sellers with whom he can establish con-
tact. He does not buy or sell commodities or finance sales. Thus an export broker is an
American firm that acts in concert with both seller and buyer, but his services are so
limited—even though they may be important—that he is not classed as an “inter-
mediary.” The exporting cooperative has essentially all the sales responsibilities it
would have if it dealt directly with the buyer in the absence of an export broker,

In this context it is clear that a sale through an export agent is indirect
exporting and a sale involving an export broker is direct exporting. The problem is that
the twa concepts expressed above do not always prevail in the “real world.” The word
“agent” often is uged to indicate a ially greater degree of ibility an
involvement in export sales than the word “broker,” hut many persons in the trade use
the words interchangeably.

"Thia is the most precise classification of these terms that is realistically possible
under present conditions: An “export agent” always is involved in indirect exporting,
whereas an “export broker” may be involved in either indirect or direct exporting,
depending on the degree to which the individual firm is responsible for and involved in
& given export sale.

Export management company (EMC). This type of firm also is identified by the
less descriptive term of Combination Export Manager or CEM. Such a firm may per-
form el of the management functions and administrative tasks involved in conducting
an export marketing program. Thus it can, in effect, act as a cooperative’s export

attment. It may work for a commission, retainer, or retainer plus commission. Tt
vill have other domestic clients with noncompetitive commodities. 1ts offices aro
located in the United States. It does not buy or sell commodities, but in some instances
it may finance sales.

“xport merchant. The export merchant purchases commadities direct from U.S.
fo0d handling firme. The commodities are labeled, packed, and marked as he specifies.
He then aelle them to foreign buyers, assumes the necessary risks, and soeks to mako o
profit. His offices are located in the United States.

i p n agent. This type of domestic firm represents foreign compa-
nies. Acting as agent for a foreign buyer, it will locate a U.S. supphior, purehase com:
modities needed, and receive a commission from the foreign firm,

Teign. government buying agents. Some foreign governments have agents.
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located in this country who serve thase govemmenta excluawely and buy various com-
modities as requested.
International trading companies. An international trading company is a large
firm that epecializes in purchasing commodities in one country, selling them in another
couniry or countries, and handling all ntemational shiping arangementa. A fow
ery large international trading companies handle most exporte of U.S. grain; they
Bleu have foreign sourcea of suppliea. All eales to such firma are claesified as indirect.
Several huge Japanese trading companies maintain offices in thia country and
others; they market industrial cmmnmmu 2 well as foods and feeda and—unlike the

n. In & sale in which a U.S. cooperative sells a commodity to a Japanese trading
company, and (1) the cooperative ia responsible for delivery of the commodity to a U.S.
or Japanese port, and (2) the commodity is destined for use in Japan, then the Japa-
nese company ia acting as a foreign importer rather than as an intermediary aa
‘word is used herein; auch a eale may be classed ae a direct sale. In other circumstances,
a sale to a Japanese trading company may be termed an indirect sale.

Direct Sales

ne who brings a commodity from a foreign country into hia country, and
who is involved in some way in the commercial purchase of that commodity, may be
called an importer. Sometimes the word is limited to those firma that buy foreign
goods. Usually, however, the word “importer” is used to inciude any firm that apecial-
izee in the act of importation.

As will be brought outin the following discuasion, not all firma involved in direct
export unleu made by U.S. suppliers are classified a foreign importers.

ort broker. (See previous discussion of “Export agent and export broker”
under "lndi!ect Sales.”)

Import broker. An import broker ia a forcign importer who brings together a U.S.
supplier and a buyer located in hia country or some other foreign country. His ataff and
facilities usually are quite limited; they often are located in or near a port in his coun-
try. He is not a party to expart transactions, but receives a commission from the buyer.

Import agent. An import agent is an importer in a foreign country who receives a
commisaion from a local buyer to act aa his purchasing agent, or who receives a com-
misgion from a U.S. eeller to act aa his sales agent.

n sales representative. The term “foreign sales representative” ia used
interchangeably with “foreign snlas agent.” It signifies a special relationship between
a U.S. geller and a foreign firm. The foreign sales xepreusnmﬁve (or agent) is a foreign
individual or firm that acts for the cooperative and has authority to make the eame
decigions and commitments that would be made by an export ealesman’ employed by
the cooperative. He works under a contract that specifies the rate of commlnlon,

definea the salea territory, and apells out other working arrangements. He usually
represents the cooperative on an exclusive bnsm, b\n, may have other clienta with non
(Further i with a foreign sales

representative ie given Inter under a section on “Tolo of Represomtative.
n distributor. Thia kind of foreign importer puchases a commodity for his
“own account,” rather than acting as an agent, and then resella it to another buyer or

"Somotimes the term “oxpoy
‘example, at an overseas salos exhibit
nates an omployee of the cooperative, It
toa foreign individual or firm.

les reprosentative” may bo preferable to
US. or international trudo show. In cith
desirable o reatrict usc of the term “Foreign sals roproRentalive:

port ssleoman,” as |




buyere further olong fn the disribution channuls. Sometimes the word “importer” is
used in connection with this kind of firm and no

oreign retailer or retailer association. A o foreign retail food chain, or & foreign
association formed to purchase eupplies for distribution to affiliated chainstores or
indapendent food stores, may buy commodities direct from a U.S. food cooperative.

d user. An “end user” is a foreign firm or individual who is the last purchaser
of a cooperative’s product in the form in which it was exported from the United States,
Thus a housewifo may ho the end user of fresh oranges, a bakery may be the end user
of canned cherries, a soyhean-crushing firm may be the end user of bulk soybeans, or
textile mill may be the end user of baled cotton. Many U.S. cooperatives would prefer to
sell direct to end users—to “climinate the middlemen”—but this usually is not feasible.
Most end nsers prefer to have importers obtain supplies for them from foreign sources.

reign government agency. A foreign government purchasing agency may buy
commodities direct from & cooperative with delivery to be made at a U.S. loading port
or a designated foreign discharge port. In a foreign country where importing is handled
dhrough a monopoly crented and controlled by its national government, the govern-
ment agency usually is called a “state-controlled trading company.”

Distribution Channels

Each of the firms described under “direct sales” and “indirect sales” may help a
U.S. cooperative move its product into or through foreign distribution channels. For
example, an export agent or foreign sales representative may help move the product
into such & channel, whereas an export merchant or foreign distributor is actually a
part of a foreign distribution channel.
commodity exported there are alternative distribution channels in every
forean markel —except in those couniries where imporing is handied by  satcon-
trolled monopoly
There are pumuns of the foreign distribution channels with which a US.
exporting coopers Ay nover come in direct contact, Nevertheless, they should not
e gnored. Included axo wholesslers, hain setnlers, indopendant retailor, hotels, oo
taurants, and the institutional trade—schools, hospitals, prisons, and company-oper-
ated oo {ncilles for employcon, There aluo ars procesing, wholesaling, and retadling
t serve specialized markets such as those involving dietary foods, “natural”
A‘cadu, and foods for the aged. Sometimes it is desirabls for a cooperative to locate an
importer who supplies such firms further along in the foreign distribution channels.

MARKET RESEARCH

“Export, market. research” may be dofined as the collection and analysis of fac-
tual information abont the cffective demand for a selected commodity in  foreign geo-
graphic area. Such rasearch may provide answers to questions like those, for example:
In what quantities, to what salee outlets, through what distribution channels, and
under what other conditions can fresh strawberrics from the United States be sold suc-
cuatlly in Stockhelm, Sweden?
¢ marketing roscarch,” on the other hand, concors the gathering and
analysis o[ ml'u!'mn!‘lon about ponlbllmu for increasing efficiency in the movement of
& given commodity to buyers in a forelgn geographic area, For cxample, what aro the
most_efficient methods of packing, loading, stowing and transporting frosh straw-
berrios from the United Stales o hayers in Stockholm, Sweden? While both “market”
and “marketing” reseatch are important, the former 3 more basic to evaluation of
export slesopportunitis and will b diccissod here,
very exporting cooperative neds to engage in market rescarch to some extent.
The scope, depth, and degres of professionalism required for such studies will vary con-
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Resoarch end d.v-lnpmln t of now products contributo to the continuetion and expansion of an
effoctive oxport marketing progrom. Although most exports by tha Callfornia Almos wars
Exchango aro presontly in bulk form, other products providing nutritional supplementa to basic
diots aro becoming incraesingly importent as the world population incrassos.




selu and tranaportation Information s tranamittad
h point in tha Sunkist Growar, Inc.
ormmlntlon ' modar talacommunicadions aquip:

As a cooparativa's axport busineas grows 5o do its information naads, At Ita haadquartera in Shar-
man Oaks. Calif., Sunkist Growara, Inc., has the modarn data procassing faciliis naadad to pro-
vide current information about supplias end salas,
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siderably according t_commodity, volume, market, and previous cxperience in
exporting—but the need is always there.
After management has appraised the resources, competitive strengths and weak-
nesses of a cooperative, and has determined that it may be feasible to initiate or to
expand an export program, market research is needed to assist in scloction of a market
for study and to appraise the supply-demand situntion, sales outlets, and local customs
and practices in that market. The next step is to put all of the information together and
whether the export proposal is feasible. The final decision on exporting
then o o rande
The preceding section of this report on “Technical Assistance” sonrces enumer-
ates a wide range of public and private sources of information about individual foreign
markets, Each exporting cooperative should contact as many of these ns practicable.

Selection of Market for Study

A cooperative interested in developing or expanding an export marketing pro-
gram must first choose betweon general areas such ae Western Europe, the Orient,
Latin America, or West Asia. Then it should focus on & single large market within that
aren. Thia might mean selecting a country such as Iran or a city—such as London or
Tokyo—that serves meny millions of consumers.

arket acoesa fa o e conaidernton in selection of 8 market for further study.
This involves consideration of both tariff and nontariff barriera that
applicd umiformly fo shipmenta from all connirios. Preferental rentment exiended to
other conntries with respect to import quotas, import licenses, end application of tariffs
and other import levies may so restrict a U.S. fim that it cannot compete effectively in
& given market. If this is the case, thero i8 no need to study that market until access by
the cooperative s foasible

making sales have relied heavily
on ﬂw marketa in Western Earope. Cemnnly hose maketa anould continue fo be pr
tangots. But now tho coaperatives, an well 28 other U.S. exporters, are giving incronsed
attention to those markets that are growing rapidly. Included are the countries of the
Arabian Peninsula, the U.S.S.R. (Union of Soviet Socialist Republics), and the centrally
planned countries of Enatem Europe. Japan is our largest national market, but other
countries in the Orient—including Taiwan and the People’s Republic of China—are
Hkly to'be aubstantial huyers of Ameriean agricultural commodities during the yeara
ahend,

udi Arabia provides an example of spectacular growth in demand. U.S. agri-
cultural exports to that country were valued at less than $36 million in fiscal year 1973,
but rose to nearly $124 million in fiscal year 1975. Grains and preparations—primarily
wheat flour and rice—accounted for about §98 million during the latter year.
dy completed in 1974 indicated that certain foods, in addition to graina and
preparations, have a high sales potential in Saudi Arabia and some neighboring count-
riea® Included are canned fruit, especially fruit cocktail; seven kinds of canned vegota-
bles; aix kinds of canned fruit and vegetable juices; frozen chicken and turkey parts;
and textured vegetabls protein. In the report it was noted that development of super.
mackets in expootod o expand salos opportunities for US, processed foods,
ansportation facilities and costs present special problems in West Asia
(formerly called the Mid-East), and om0 ke selon nt US. Toeding ports more
attractive than sales for delivery to foreign ports. Regulations pertaining to additives

"Shoppard, Daniel and Olson, Don W. Saudi
Agriculture and National Asen. of State Dept
Aug. 1974,

abran and Koo Foud Study, US, Dot of
riculture, wnnumboed report,




are stringent, and different business customs slso create problems—though none are
insurmountable.

The developing countries of the world comprise & new and expanding market
thet deserves special consideration. Extra precaution also is required. Many of the
problems involved in commercial trade tend to be greatly magnified. In those countries,
there often is a shortage of foreign exchange, tight government control over imports
well as exchange, widely fluctuating market rates of exchange, a need for substantial
lines of credit, underdeveloped banking systems, unusually high interest rates and
other financing costs confronting importers, high ocean transportation rates and long
delays in unloading, possibilities for abrogation of contracts by buyers due to political
developments or other reasons, and insufficient information available to U.S. exporters
sbout the credit ratings and performance records of potential buyers.

This enumeration of riaks involved in commercial sales to developing countries
does not preclude sales to_those countries. Much of the risk can be avoided by par-
ticipation in_government financing programe (as discussed later under “Financing”)
snd by careful selaction of the terma of sele. For example, delays in unloading or mis-
handling of a commedity at a foreign port of discharge are not the responsibility of the
USS. exporter when title to the commodity is transferred to the buyer at a U.S. loading
Port. A fow U.S. cooperatives have made sales to statecontrolled trading companies in
nonmarket economies. Such sales are not for neophytes in the export business, but
opportunitios there will deserve increased attention by U.S. cooperatives during the
years ahead. The US.S.R,, Peoplea Republic of China, Poland, and other countries in
Eastern Burcps have the potential for incroased purchascs of some American agricul-
tural commodities.

In fiscal yosr 1974, the USSR, purchased wheat, corn, soybesns, grain sorghum
seed, almonds, lemons, and other commaodities from the United States. All of the named
foods and feeds can be supplied by cooperatives.

Grain accounted for about 96 percent of the U.S. sales of agricultural com-
maodities to the USSR. in fiscal year 1974. It appears reasonable to anticipate an
upward trend in opportunities for selling certain commodities that are not or cannot be
produced efficiently in volume in the U.S.SR. Citrus fruits are an example.

Some of us tend to forget our “neighbors” when we think of the export trade. For
some commadities this is quite unrealistic. Consider U.S. exports of canned fruit cock-
tail, a food for which our country hee a worldwide reputation for high quality and for
which coaperatives play s key role in exporting.

the Lmonth poriod anded May 31, 1974, US. exports of canned fruit

cocktail were substantially greater to Canada than to the next three largest importing

countries combined. Canada accounted for more than 10 percent of our worldwide
expom of thia commodity

n this , primary attention has boen given to the market areas of the

world tht e andamilias 5 most coperative executives and dircctors. Western Europe

and Japan will continue to be tremendouely important outlets for U.S. agricultaral

commodities. Even though they oo o a6 “best customers,” they should

overlooked when a cooperative so te or expand export marketing activities.

After a market has been Ealscted t'or nudy. research is necessary w obtain mlmr-
mation needed to evaluste US.

This mvalvee con!ldemtmn of the supply- demand situation, sales outlets, and local cus-
oms and pra

Supply-Demand Situation

Mauch of the world is characterized by increasing populations, limited productive
pacities for agriculture, rising incomes nationally, end the ability to pay for more



castly and a wider variety of foods. These basic factors have led to increases in foreign
import needs for U.S. foods, feeds, seeds, &ibers, and breeding enimals.

n the other hand, the effective demand—desire plus financial ability to buy—for
our agricultural commodities has been affected adversely in some developed countries
by economic recessions and a need to spend more money for imported petroleum prod-
ueta Protectioniam for their own agriculturl industries has increased in most of those
nations.

n many developing countries, the population is incressing greatly and farmers

and governmenta fnd it diffcult o pravido sufiient quanditos of basic foods. Effec
{ive demand for imports io not Erowing at a rae aqual ta the population growth ra
| Thue basie Supply-demand situations vary Krcally among the nations o ihe
wor

‘After an American cooperative hss sclected a foreign market for study, it must
gather detailed information about the supply-demand situation in the market. That sit-
uation has a direct boaring on the possibilities for successfully selling the commodity
marketed by the cooperative.

A large-scale, complex export program can involve a great deal of market
research to determine how a mix of scores of economic, sociological and political fac-
tors determine the supply and demand conditions in a given market. Most cooperatives
neither have nor need the resources for such a study.

e potential for exporting a U.S. commodity to another country is affected by
changes in effective demand in that country, changes in supplies in the country,
changes in supplies in our country and others, and competition from all other goods
and services for the available supply of marks, guilders, pesos, or whatever the local
currency is calle

rhaps the first step in this analysis is to gather published and unpublished sta-
tiatics and other information available from various sources in our country and the for-
eign co

Dota should be assembled {0 show tronds and developments on a seasonal and
annual basis for shipments to the selected foreign country. Included should be dats
showing trends in the volumes, values, and prices of the foreign country’s imports of
the commodity from the United States and from other sources, and trends in the
domestic production and consumption in the foreign country. This should be supple-
mented, at a later stage, by information about the way in which the commadity is used
or consumed in the foreign country, consumption habits of consumer groups (clessifiod
according to race, religion, age, income and rural or urban location), variations in
demand according to factors such ae product quality and packaging, the trend in con-
sumer purchasing power, recent or anticipated changes in import rostrictions and bar-
viers of various kinds, outlook for preferential arrangements between the foreign
country and other countries nature and inlenlty of compeiton provided by domestc
supplier firms, and the major kinds of importers—that i agents, freign distrib-
utors, ctc. It also is desirable to know the export capabilities nd prabble competitive
impact in this market of suppliers located in other countries.

Political stability, or instability, and friendly or unfriendly attitudes toward the
United States on the part of political leaders in the foreign country, may limit the cffoc-
tiveness of commercial demand in that country.

‘Throughout the research study, and before and aflr preliminary analysis of
data, efforts should be made to discuss export opportunities with informed porsons in
this country. Similar contacts with informed persons in other countries should o made
before the atudy is wnclud!d

h the survey of d conditions it i necessary to
consider some of the forcign physical e v handling quantities of a
US. commadity to meet foreign demand. Are overseas port facilities sufficient for rapid
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and careful discharge of the commadity? Are storage facilities adequate at the port and
inland? What is the situation with reapect to transportation facilities? Ia the supply of
labor required for handling the commodities large enough, competent, and willing to
wrk without frequent o audden work stoppages?

rocedures for obtaining more ic information about the demand in a for-
ign marketfo & cooperaiives commoditie are discuased later undor “Buyera Require.
ments.”

Sales Outlets

The relative advantages and disadvantages of each salea and distribution
channel ahould be cnnmdmd carefully hlfom an exporting cooperative commits itself
to any one of them. This requires market resean

"Through what channels flow commdities of the kinds handled by the cooper.
ative? How important is aach channel in terms of volume and mazgin? How well i it
aupplied by domestic and foreign firms? How difficult would it be for the cooperative to
gain entry? Have some marketing opportunities hnzn overlooked by other U.S. suppli-
ere? Have other U.S. suppliers tried to grasp certain apparent opportunities, but
without euccesa? If so, why did they fail?s

An exporting cooperative muat select those foreign importera and foreign salea
representatives that have the experience and contacts needed to develop salea through
the distbuton channels) with the geatet potetial for successul aale of the coopar
ative’s product

e revious section on “Technical Aseistance” enmarates many useful refer-
encea and contacts available to cooperatives faced with the challenge of selecting for-
eign buyers or foreign sales representatives, Included among these are, for example, the
Trade Opportunity Referral Service of the Foreign Agricnltural Service of the U.S.
Dtpurimmt of Agriculture, the World Tradera Data Reporta of the U.S. Department of

ommerce, and commercial banka with intemational departments. Aa noted in
“Miscellaneaus” subaccion,  fimys repotation among ot busineas firma engaged in
international trade also is a key factor in aelecting a foreign buyer or repreaentative.

Local Customs and Practices

We Americans tend to forget that there are differences in social and business cus-
toma and practices when we are planning to probe for new aales opportunitiea in a for-
eign market. Thia is not a kind of oveﬂlghl peculiar to Americans, of course, but we
must constantly remind ourselves that we are the foreignera when we viait a foreign
market.

is ia not the place to preaent an in-depth review of the local cnatoma and prac-
ticea in the major and minor markets of the world, but neither can we overlook the
‘human factar. Many a potential export sale has boen loat becauae a salesman thought
that product plus-price-plug-service were all that waa needed.

Information on local business customs muat be obtained before the firat visit ia
made by cooperative representatives to any country. "Cmnrbesy" ia lhe key word—but a
practical business definition of it may vary from country to coun

« are exceptione o all generaiations about §roups of pecple, but a fw gen-

T st sy, one ight consler pat eyt 1 el (1) Fctes o i consumer i
package i i what o o ad home rergeraiors, o (2 packaged enl

e e sl e e ol o sl S ot et e ehone e
codures in baking.

22



eral commenta here may serve to emphasize the need to observe local custome and
praci :m

Language barrier. In conformance with the "melung pot” theory as a means of
blending peoples from many nationa into one nation, we have always emphasized the
noed to spenk a common language—Engloh. It 1o frtunate that thin has been th case
i our country, hat it has led o some problema in international trade. We must commo:
nicate with people in other countrics if we are to trade with them, and in their countries
& cooperative representative usually hae to apeal their languages or have an inter-
preter availa

Most U.S. export salea of agricultural producte to Japan have been made to huge
Japanese trading firms. Each of theae firme has one or more offices in our country.
They are staffed by English-apeaking people. If, however, it becomes necessary to deal
directly in Japan with top executives of the large trading companies, or with amaller
importing firms, chainatore organizations, or specialized firms engaged in wholesale or
retail distribution, a cooperative's representative must either speak Japanese fluently or
forever be accompanied by an interpreter.

Reliance on a multilingual Tepresentativo or an interpreter is the general rule in
the countriea of the world other than the northern and central countrics of Western
Europe, and lhe Englieh-speaking countries such as Auetralia and Canada.

Business hours. It is a simple matter to find out from the U.S. Department of
Commerce or private sources what the holidaya are in any foreign country. Yot this ia
something that persons new to exporting tend to overloo

Each country has ita own nahona] holidays, and there are many differences with
reepect to religious needs to know the days
on which he cannot cxpect an answer to a cable, teletype, or telephone message to a
foreign office. Itineraries in foreign countriee also have to be developed with due recog-
nition to the daye on which businese offices will be closed."”

Time differences also are important with respect to intemational commu-
nications. For example, if it is 3 p.m. in the office of a U.S. cooperative, but 10 pm. in
the office of a London buyer, one cannot expect an immediate reaponse to an urgent
mossag to the buyar,

e alao are differences with respect to normal office hours. In many countries
it ie customary to have meals later in the day than in most U.S. cooperative offices.
Lunch comes after the “noon hour,” and dinner may be as late as 9 p.m. Luncheon
periods aleo tend to be longer, and in some warm climates there will be a long broak
during the mid-day heat. On the other hand, an overseas buyer's office may be open
during the evening.

Formality. In thie country, we have rather wide differences among regions, local-
ities, and individuala with respect o the degree of formality observed in conducting
business. Similar differences exiat in other countries, of course, but some practices that
are common in this country may not be common in a forcign country. Here are a fow
illustrations:

1. One or more letters of introduction from mutual acquaintances will help a
gin busincss discussions

with spokesmen for a Japanese firm. Further, prior to, or at the initial visit, the cooper-
ative should provide written information about its size and kind of business, the extent
to which it ia prominent in its particular branch of U.S. industry, the specific com-
modities it has available for export, and credit references and other pertinent infor-
mation.

WRCA Global Communications annunlly ssues n st of “World Holdays. Ths in n convenient




2. In England, the Benelux countries, and in Scandinavia, for example, it is
desirable to have a confirmed appointment before calling on a potential buyer. It also
is mportant to be punctual in keeping the appointment. o

3. Many of us like to use the given name or nickname of the individual repres
enting another Amencan firm. In West Germany, for example, most businessmen tend
to resent such famiharity until an acquaintanceship is of relatively long standing.

Decisionmaking. In making a call on a foreign buyer it is desirahle to have
enough information 2t hand to be able to close a deal. A final call to the home office
may he necessary to check current prices and stocks of selected items, but such calls
should be kept (o a minimun, )

Yet many sales (o foreign buyers—particularly the initial sales—are likely to
involve a rather long waiting period before the buyer's decision is made. (For com-
modities with volatile market s, the cooperative then may have to requote its
offering pricee) In a Japanese purchasing firm, for example, more people may he
involved in the ultimate decision than would be the case in an American firm. In some
countries, there may be time-consuming governmental clearances necessary, while in
some Asian countries it simply is not customary to reach a final decision quickly.,

Tn addition to courtesy, representatives of American exporting cooperatives need
patience, adaptability, perseverance, and business acumen to develop successful export
sales.

Feasibility Study

The objective of an export feasibilily study is to determine whether a given
export marketing program proposal can be carried out successfully. Such  proposal
may be expressed as & question.

"he most basic queation for cooperative leaders who are interested in developing
forcign sales, but who do not have previous experience in exporting, is this: “1s it fea
sible for our cooperative (o engage in export marketing?”

Another question that may confront cooperative leaders with or without export
experience may be expressed essentially this way: “la it fessible for our cooperative
export our commoity to that selected foreign market?”

"The answers to these question can be ceveloped through export market research,
supplemented by an objective appraisal of the. structurs, organization,  faciites.
xesources, capabilites, and domestic competitive position of the cooperetive.

 “The nature of the export market research necded is indicated by the preceding
sections on: )

Selection of market for study
Supply-demand situation .
Sales outlts
Local customs and prectices
A careful review of the information about a forcign market can enable a cooper-
atives management lo arive at realistic conclusions with rospect fo sise, stabilse or
instability, and other characteristics of the market.

One of the fist things to do under the supplementary study is to look at the
domestic supply and uélization situation for the commodity the cooperative wishos 1o
export. Data should be sssembled to show various trends on a seasonal and oo
basia and on a siate and nationsl basis. Included would be monthly dats a wejoe
produced on farms, value of farm marketings, farm prices, prices of she Ay
product, or bulk commodity at_ assembly points, volume and value of oupnte
and-—whore spplicable—number of ncres harvested; avetage production per s, sen:
sonvend earryovers; and kinds, sizes, volumes, vorieties, qualities, and packs of wo o

nished products. In some instance, it might be useful o study the domesti sanpis
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and utilization of competing producrs or even the trends in U.S. imports of the same
commodity or competing commodities

With this as a background, ateontion can be gwven to the strong and wesk points
of Lhe cnopemuvn Here are questions to help focus attention on important consid-
era

115 an adequate volume of the selocted commodity available from interested pro-
ducers in & relatively compact geographic area? Is production sufficiently stable to
‘maintain a reasonably steady volume of export business?

2. Is strong farmer lendership available?

competent management available? (Someone would have to bear
responsibility for making decisions in a businesslike way and hendling all details)
ould other competent staff personnel be available?

4. Will pmducam embers support an export program? Will they commit a portion
of their output to the program, and then stick with the program throughout a trial
period of reasonable length?

the cooperative now organized and structured to handle this kind of busi-
ness? To the extent, necessary, can it administer export sales, and charter vessels or
make other arrangements for international shipping? Should it establish a specialized
export corporation, such as a DISC (Domestic Intemational Sales Corporation) or a
WHTC (Western Hemisphere Trading Corporation)? Should it join with other farmer
cocparatives to pool export efforts?

e special marketing contracts between producers and the cooperative
needed” How about contracts between the cooperative and foreign buyers?

7. How will the export business be ﬁnlneeM (It is necossary to develop budget
estimates to show anticipated capital requirements, sources of capital, operating costs,
payments 10 members, etc. Members should supply some of the capital needed.)

8. Will it be necessary to build or lease additional facilities, in the cooperative’s
supply area or at a loading port? If so, can these be obtained at locations that are stis-
factory with respect to the supply ares, inland transportation, export shipping, and
other factors!

. What are the usual problems in the domestic marketing of thm cummndll\‘/’

(Such s wide fluctuations monthly, scasonly, or annually in volume, quality,

varieties, or prices of product; inventory carryovers, etc.) How d:tmnuw-ll ithbo for the

cooperative to handle these problems in serving foreign markets on & continuing basis?

ow do the costs of handling the commodity in this ares, and transporting it

to a satiofactory loading port, compare with those in competing production areas of the

United States? How about the mlrmvu cost of dohvermg the commodity to a foreign dis-
charge port?

Tetative answers to most of thess quiostions would have been developed before
foreign market research was undertdken. The question aced to be reconsidered, how-
ever, in view of the greater mass of information available as a result of the research.

In some instances, there may be special problems or opportunities with respect to
exporting only a portion of a commodity. For example, & cooperative may find an
unusually attractive market in Japan for small broiler drumsticks of uniform size, but
it may also find that committing a substantial volume to such & specialized market
may make it difficult to market other parts of a broiler for which there are no com-
parably epecialized markets. On the other hand, exports of edible beef offal to Western
Europe may increase total gross rermpla of a s]ﬂughlmnk plant. The greater demand
ovorsoas for the specialty products may increase their value without interfering with
the domestic marketing of other portions of a beef carcass. The objective in any case
must be to maximize the net returns to producermembers for the commodity as a
whole.

1t should be evident from the foregoing discussion that an export feasibility
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sty requiresa groat deal of esearch, In many instances, a cooperative will ned “out
elde" help in making an initial study of this kind. When the time comes to consider

xpangion mvolvmx additional markets or commodities—or both—it may have
chlmed sufficient expertise to evaluate its own expenencu! to date and to conault
directly with various sources of assistance as mentioned in a previous section of this

Tt
1f a study indicates that an export program proposal is feasible, a trial chipment
will be the best way to test thie conclusion. Such a shipment ahould not be a hap-
hezard affair. 1t requires the same careful planning and adherence to detail as any
other export sale. But it can be made withont committing all the resourcea needed for a
continuing program.

RELATIONS WITH BUYERS AND REPRESENTATIVES

ether a cooperative is engaged in “direct” or “indirect” exporting, it muat
selucl carafully the foreign buyers with whom it deala."’ This nsually is a more difficult
in the domestic trade—and the stakes may be higher. Intvition may play a

Parl in Belzcunn but there is no substitute for research.

Similaly, slecion of a frsen sales representave invlves a key decision by &
ompzmme 8 mana

A conpeluhve may se]ect ‘buyers withont havmg a loxelgn sales replusentauve,
but there would be no point in salechng a repregentative in an area where there were
no potential buyera. Further, a foreign representative often helpa sclect buyers, but the
entire responsibility for selection ia not his. The cooperative’s management still carries
tho basic responaibility.

pproval of a foreign firm as a potential buyer often is a rather “rnah” job. The
possibilty of losing an atiractve sale o of loing a new outlat for a potential flow of
oomm\lmg sales for the future, may cxert considerable pressure on a cooperative's man-
agement. Yet a too hesty decision may lead to lossea of both time and money.

Selotion of o foweign sales reprasentative mvolvea.a closer and more lasting
arrangement than those with most buyera. Much more time is available, and necesaary,
to make that selection.

Imperfect mmmunicaﬁnn is a problem in domestic trade, but opportunities for
misunderstandings are much greater in international trade. Langnage dlﬁemnccs, such
as those between English and French or English and Japanese, and differences in use
of certain words or phruﬂaa as in British English and American English, can all lead
to confusion. Differences in business practices, monetary denominations and values,
meagures of size and weight, and product and package speclflcahuns, can contribute to
misunderstandings between a coopemtwe seller and a foreign buyer or between a coop-
erative and its foreign sales representative.

Buyer’s Requirements

A foreign buyer ehould be con a a customer, not as an inanimate link in

a chain of firm comprising & distribution channe] in a foreign country. Aa noted car-
lier, sales are made to people, not to nﬁﬁcea or manufacturing plants.

nformation on the current commodity interests of selected foreign importers can

be obtained via letter, cable, teletype, or telephone by a cooperative that has estab-

lished peraonal contact with each importer. 1t also is possible—though more difficult if

there has been no previous personal contact—to find out through correspondence

vt cetion

o dintyi
under

e
aen Outlts”

d wources of tloration whout huyers, in pre-




Executives of cotton textila cor nd trado associations in Europe end the Far East, accom-
penled by USDA officiels and personnel from the National Cotton Council end Cotton Council
International, tour the cotton salesrooms of Stapla Cotton Cooperative Association, Graanwood,
Miss. These participents in a 2-waek tour of the Cotton Belt included representatives from Hong
Kong, Hungary, Indone Maleysia. Philippines, Portugal, Romenia, Singeporo,
Spein, Teiwan, Thailand, ond South Vietnom.

Maintanance of high quality of product is a continuous pracess in export marketing. Hera a final
chack ia mado of grapafruit packed for axport by the Texes Citrus Exchange.



Sorting of praducts is en essentiol part of many export operations. Each almond is inspected up to
seven times by the California Almond Growers Exchange before being sent to e customer. The ini-
tiol inspectians are by electronic sorting mechines, which use electric eyes to separote out broken

ed ker: ctions era by sortars who view the elmonds poseing by on
Il aspects of it to the sortar.

belts which regulerly turn over the kernol to expo;

The onvenience nd securty of an contsinar r ailzod b
 many coaporatves. These contain-
ers contain Diamond walnuts bong Shipped by o spaciarnod on ®
mond/Sunsweet, Inc., of Stockton, Calif. i port matketing cooperstive Die-
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exactly what & buyor's prefersnces or I\m:ds are with respect to product Epeclﬁcgunnn,
container and pe and ing
requircmente, cupply ochedule, and forms of sale.

“Fecling the pulae” of a market ig a term uged to describe direct and personal
contacts with foreign buyera to gain a decper insight into the nature of a market and
the economic, political, and social forces at work within it.

Pulse-taking is within the capability of every cxporting cooperative, and is a
minimum requirement for every such cooperative, To take the pulse of a foreign mar-
ket, & cooperative must send qualified persona to the market to obtain information first-
hand. This means sending one or more persons who have export program
responsibilities.

asic part of the process of “fecling the pulse” of a market cannot be handled
effectively by correspondence. What are the attitudes and opiniana of individual foreign
businessmen regarding the United States, our agricultural commodities, and our farmer
cooperatives? How favorable or unfavorable ia the foreign market environment for
maintaining or increasing purchases of our products? What changes are likely?
Angwers to such questions can best be obtained through personal interviews.

Illustration 1 ia a form developed by the author that may be used to summarize
information obtained during a personal interview with a selected food buyer. 1t ia not
used as a questionnaire, but doea help systematize collection and retention of basic
information about a firm. It identifies key individuals, describes the business, and out-
lines food purchase requirements—preaent and potential

ormation obtained for which thors ia no space on the fom i recorded on
aﬁ.ached sheets according to block numbers appearing on the form.
form does not provide for recording all important information about a buyer.
For example, 1o reference is made to credit and performance ratinge. 1t will, howaver,
simplify keeping a record file of interviews mads over a period of time.

Elements of a Sale

The foreign buyer is intereated in these four basic elements of a sale:

Product, price, performance, and profit.

He usually wants to study a sample of the product offered by a cooperative seller.
‘The sample should be representative of the kind of product the cooperative can aupply
regularly and in quantity, rather than a selection of examples of the very best quality
handled by the cooperative.

Many foreign buyers—as in Weatern Europe and Japan—atress uniformity in
uality. They want the same quality, whother sie or rado, in each shipment they
receiv

r food products sold under the brand name of the cooperative, a foreign buyer
often will seck oxclugive uoe of that brand name in a designatad geographic aren fhat
s hia salea torritory. This io to enable him to cash in on his aales, promotional, or
advertiging efforts to promote that brand. It may be to the advantage of the cooper-
ative to grant to him exclusive use of the brand name in a designated territory.

Tho foregn buyer soeko Lo buy at the lowast practicable price in ovder to max.
imize hia gross margin. If he is a dependable buyer interested in developing a con-
tinuing buainess, he can racngnm the stake that the cooperative has, as well as the
benefit 1o bie own business, of setlling on a price that reflects the competitive market
situation in relation to the quality and quantity of the product sold. A cooperative gen-
erally ie well advised to stay away from the “fnn\t bnck" buyers who are interested in
ancshot” dealsor who spacalise i distrose o

coperative supplior ia vially important to the foreign buyor.
The product shippod shosid caniorm 1o o product and dolery spaciFostom o
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flustration 1: INDIVIDUAL BUYER INTERVIEW RECORD

(A) Nems and eddrass of firm: (8)
Phone:

(C) Namss snd titleo of ksy individusi

(D) Kind of import business -
otions psriormad:

Kinds snd numbsrs of customara/st

(E) Markats sorvad: (F) Physical facilitios:

@) iz of usinsss(opprox) - (H) Numbsr of smploy
fotsl annual 8 volume: Annusl import § volums:

{1 U8 foods now handied -
Kinds of foods and packs:
Nemas of firms with which dos! regulsrly:
Kinds of sales srrsngemants;

191'U:5. foode for which nsw sour
Kinds of foods and packs

dosired -

Kinds of ssles arrengemonts:

{K) Other information:

(L) Last parsonal Intorview with co-op - Place: Date:

Rep(s). of buyar:
Ropls). of co-




sales agreement. The dependable buyer also wants a dependable supply—continuity in
deliveries.

Adverse weather during the production season, or other factors, often cause year-
to-year fluctuations in the volume of a commodity marketed by a cooperative. An
exporting cooperative has three basic alternatives with respect to its export sales pro-
gram during the years of short supply:

1. It can tell n foreign buyer that it is not interested in sales to his market during
the current marketing year.

2. It can quote a price to the foreign buyer that is sufficiently higher than that
obtainable in the U.S. domestic market, or 1n other foreign markets, to make s sale to
him financially attractive to the cooperativ

3. Ti can guarentee o advance that the foreign buyer will receive a specified
minimum proportion of the cooperative’s supply. For example, the proportion available
to him during the current marketing year would be the same as he purchased during
the previous year. This would mean a smaller quantity in absolute terms, but would
mean that he would have a share of the cooperative's supply and could still sell to his
customers, even though in reduced quantities. Price also could be guaranteed in
advance. The maximum might be based on the current price of the specific U.S. product
in the foreign market or in the U.S, domestic marke

The first of these three alternatives never should be used by a cooperative inter-
ested in a continving export program. The second alternative may be adopted under
certain circumstances, such as a need to gain the cost advantages of several shipments

uyers over many shipments to many buyers. The third alternative may be in
the long-term interest of the cooperative, especially if it is selling a product under its
own brand name or that of the buyer.

This kind of supply guarantee on the part of the cooperative during a year of
short supply, might well lead to a request that the buyer make a similar quantity-and-
price purchase guarantee for years when the cooperative has unusually large quantities
of product to market.

nother point to consider relates to the foreign buyer's interest in making a
profit. In every capitalistic country (and in some others) the buyer can continue in busi-
ness only if he can obtain a net profit over a period of several years. He is not in busi-
ness to foster international good will.

A sale to a buyer in a “nonmarket economy”—such as the U.S.S.R.—differs con-
siderably from an ordinary commercial export sale. There is only one buyer for the
cammodny, a government agent or agency; the agency's decision to buy or not to buy

ay be influenced or controlled by overriding economic ar political decieions; and the
buyer has no interest in promotional or advertising materials or programs.

areful, thorough scrutiny and evaluation of all factors involved in a sale to the

88.
such & nonmarket economy. In some cases, it may be desirable initially for a U.S. coop-
erative to sell indirectly through another U.S. firm, or a firm in Western Europe, that
hns eutahlishsd business relations with the governmental agency in the nonmarket

Agreement on Terms

Afte selection of & maket and » potantial buyer, there avo sl many detala to
e worked out i developing » ale, Tho majoritema ey be summarized as fol
orefarences with. respect to product specifcationsincluding variety,
price levels site vl Kind of shipping sontainer, scason of year during which seliveris
are desired, quantities per shipment and per season, and terms of purchase—including
method of payment,



2. Import restrictions and requirements with respect to labele and merkings on
packing conteiners; import periods, licenses, quotas, and levies; and documents—such
as certificate of origin, grade inapection certificate, or certification of composition or
viability.

3. Shipping requirements, particularly temperature and humidity. Also avail-
ability of various modea of ocean or air trangportation—frequency, dependability, com-
parative costs.

4. Costs to be incurred by shipper in preparing an export chipment and also the
costa from the time the shipment leaves the local shipping point until the time and
place at which the buyer takes title.

ot catir imperfet communication can be & serious prblem in inter
natonal trde. Tacre mus bo cgrecapent between buyer and sallr on al the terma of o
Tale i i in 1o be consummata o the satiafaotion of both partics. Specitying detaila
exlicily and in wrifing minimizes opporiunities for misunderstanding.
task of getting agreement o all possible points of issue cen be simplified by
advance. plenning. llustration 2 provides a checklist that can assiet a cooperative to be
ressonably certain that it obtains all of the information needed from the buyer, and
provides to him all the information he needs from & seller. The result may be a salea
offer by the cooperative that can lead to a sales agreement fully understood by both
parties.

A few key abbreviations (such as “f.as.” and “Cob.”) end terms (such as “con-
signment” and “joint account”) will be explained later in this report under “Export
Business Techniques.” The objective here is to indicate a way of working with & poten-
tial buyer 1o resch the point of understanding and agreement at which a sele can be

made.

A regular two-way flow of information between the r:oupemhve
will not Dnly reduce the possibilities for misunderstandings about ax
also increase opportunities for further business.

The cooperative cen supply information about the current situation and outlook
for its commodity. This will include reports on supply conditions and prices, at home
and abroad. It aleo must respond promply to all inquiries from the buyer (or potential
buyer), even though it may have no supplics to sell at the moment. In the event it is
interested in a sale for nearterm or later delivery, the cooperative will state in its
Eﬁc!:inowledgemznt of the buyer'a inquiry that a detailed offer will follow within & speci-

e

the buyer
al sale, but

Many communications betwcen seller and buyer can be handled by mail, cable,
or telephone. An exporting cooperative-soon will find that acquisition of—or access
m—Lc]eLype tacilites s highly deaitatie,

Speed, ae well as accuracy, is needed in communications with a buyer: If the
buyer feels his inguiries are not receiving serious attention, he will tumn to other suppli-
ere—in this countzy or elsowhere. This can result in a losa of asles by the cooperative.

n the othor hand, many forcign buyers initially contact more then one supplier
when they need to arrange a purchase, The need for prompt action by the cooperative
s alao necessary in this eitaation.

Role of Representative
A definition of the term “foreign sales representstive” was given earlier in the
dizcuasion of “Direct Sales.” That definition should be reviewed before begmmnz this
supplementary diecussion. It also should be noted that this discussion pertains o for-
eign ﬁrmn, not cooperative employees, who may represent the U.S. cooperative in a for-
eign count:
Severdl basic alteratives are available to obiain the expertise and services of a



llustretion 2: INFORMATION NEEDED FOR SALES OFFER

NOTE:  Chacist spslles 1o ow and processed foods In g-nwul
t oll items ere portinent to any given comm

KEY: BP — Buyer to express his proferances

51— Buarto provids Informaton s by seker
SP — Seller to express his preferenc
81— Sellorto provide information needad by buyer
comMmoDITY
1. Kind (BP, S1)

2. Veriety (BP.SI)
3. Frash, frozen, cannad, or dehydrated (8P, SI)
4. End use (BP,SI)

PRODUCT SPECIFICATIONS
5. Grodo(s) (BP.SI)
6. Composition (BP.S1)
7. Minimum and/or meximum % molsture (BP,S1)
{row product) (8P
5. Sizo of perticles (processed product] (8,1}
10. Shepo (raw product) (BP.S1)

13- Biix (prosessad producd P, )
14. Brend nema(s) (8P,
16. Spacisl process or hondllng (BP.SI)

CONTAINER AND PACKAGE SPECIFICATIONS
18. Pocking containor:
e. Kind: Carton of givan numbar of leyars, double corrugsted
or triplo wall, or specified test weight: outer "'m
or “telescopo"” carton (BP.SI)
Plostic topo or motal bend (S1)
ot or othor lining, pocking materlel, coll pack or
peciol wroppings (S
d. Gross ond not woights (S1)
Longth. width, hoight, end/or cubic fo
. Special markings required (BI)

(s

3

. Individuel peckege:
o. Kind (BP.SI)

b. Size (S1)

c. Not weight (:

d. Numbor per pocking Gonteiner (BP, SI)
o. Special imprints or lebels requirad (BI)

>

. Minimum truckload, carlot, or van conteinerloed:

. Number of pecking conteiners (S1]
b. Gross weight of pecking Comsinora (sn




llustration 2: INFORMATION NEEDED FOR SALES OFFER —Cont'd.

IMPORT RESTRICTIONS AND REQUIREMENTS

19. import periods end licanses (BI)

20, Import quotes and levies (B1)

21. Sugar added, chemical additives, and/or chemicel reniduas (B1)
22. Certificata of origin (B)

23. Grada certificate (BI]

24. USDA (or State) inspection certificete (BI)

26. USDA phyto-senitery certificate (Bl)

SHIPPING REQUIREMENTS

26. Surtaca vessal or airplane (BP,SI)

27. Dy, ventiletad, or reafer spaca (BP.S1)
28. Temparature and humidity (8P,S1)

SUPPLY SCHEDULE

28, Appronimat bagiing and swcing datas wgpy desed or availabl (5P.51)
30. Date first shipmant dasired (BP.

51 Quantiy dosvad or svalabl for ret shpmant (87,571

32. Quentity dasirad or evsilable in next 12 months (BP,SP)

33. Number of shipments desired in naxt 12 months (BP.SP)

TERMS OF SALE
34 Loading par) (8P.57)
argo porte) (8P.F)
3. intomnen prics; {.0.8., 1.0.b., c.&1., or c.i.%; nomad port (BP,S1)
37. Firm price for fod poriod, or price subject o final confirmation (S1)
98- Quantity flem for spacifiad parod, o quantiy subjat o prif sal (S1)
urers own scsount, er condgnment, ot eccount. sight drft (peyment et et
prosentaton of documanta.insvacabl atr of c amnlllc or foraign benk) (8P,SP)

40. Discounts for cash, quendy nynmarcnndllbnl |aP,
1. Promotional llowances by salr, cosh o produet (87,

ot o e P s acti actual buyer(e)

(81)

DISTRIBUTION
43. Geographic eres
44 Distribution chenn
45. Extont (if any) to which buyer will heve exclusive distribution rights in spacified aress) (BP,S1)

PROMOTIONAL ITEMS SUPPLIED BY SELLER

46. Samplas of product o sn
47. Samples of labels (8P
48,

d materlals on cn-uu.mlc-, promation. merchandising and./or use of product (BP,SI)




foreign sales representative. First, a cooperative may have such a representative in

each major foreign market in which it secks to sell commodities regularly, several

representatives with each serving several markets, or one representstive for sales to all

{orelgn detinations, Becond, it mey use o opresonttivets) for il sales to oreign coe-

tinations, or for only those export sales for which the cooperative bears the
of the ities to an oversees port.

A cooperative usually will have no more than one foreign sales representative i
a designated foreign market. Similarly, the representative usually will not handle o
same commodities for other U.S. suppliers, unless the cooperstive gives prior consent in
each insta

The overseas representative may serve a cooperative as a resident salesman or s
a foreign import agent with special ties to the cooperative. He may also perform addi
tional services.

An agent who might be called a “full service" representative can bo an intogral

of & cooperative's export program. The cooperative is'the shipper, and bears the
mapnnslb}hty for all major declsmnu in developing snd maintaining the export pro-
gram, but the “full service” foreign representative provides sll or most of these
important service

1. Obtains information from various sources to aid in selection of dependahle

buyers.

2. Arranges for shipment of sample quantities of the cooperntive’s products and
delivers or sends them to potential buyers
timates all costs, beyond the U
ovesess .s delivery of the cooperstive’s product
ells the cooperative's nommedmes, subject to final confirmation by the home
ofﬁce, 1o foreign buyers.
5. Reserves space on vessels to provide for overseas delivery of the products.
6. Meets with the foreign buyer or his agent soon after an initial shipment of the
cm)perﬁhvu s product i recsved, o discuss ol aspects of the salo and dlivory.
Regolves misunderstandings (if any) between buyer and se
& Provtdee o detailed acoounting of ll expenass incurred om bahalf of the cooper-
ative.
9. Assists the cooperative, if necessary, in collection of payments for shipments to
forelgn buyers
0, Regularly calls on established buyers, and potential buyers, and assists them
with pmmotmns] activities designed to increase sales of the cooperative’s commodities.
1. Keeps informed about regulations and actions of the foreign government(s)
nffmmg imports of U.S. commodities of the kinds he sclls for the cooperative.
cquires and transmils to the cooperative, regularly and quickly, important
information abont changing conditions in the overseas market.
or exceptional circumstances such a firm ean act, in effect, as a cooperative’s
export sales department. In such case, the foreign sales representative performs essen-
tially the same basio function in & oreign country that an export mansgement com-
pany (EMC) can perform in thia o
oot Instancos—and in all insiances whan a cooperative hes two or more for-
cign alen representatives acting independently of each other in different markets—the
export sales function must be centered in the cooperative's own export sales unit. This
calls for a trained, experienced, high-caliber staff led by & compotent export sales man-

lusding port, to be incurred in a sale for

!"Bacuuassoyboang nd gaine ncoding o e it ol i (ul shipoads, whorens inontaurk
cultural commodities are sold in lea aniise, ti frsln soch repreeceiativos o K
Coapesaven ey hawe apieil foncins s pooem. 5o b, T 14 o eferanes ched o eimite b




ager. Mintaining close and effective working relations with sales repreaentatives ia &
vertofbis rsponwiilty,

important, of course, that the agreement between the cooperative and a for-
eign anles representative be prepared carefully in written form. The responsibilities and
abligations of each party, the division of decisionmaking authority, terms of compen-
aation for the representative, and th geographic area to be served by the repros-
entative are key points o cover. Attention should be given to avoiding conflict with the
laws of thie country and the country in which the representative has his headquarters.

EXPORT BUSINESS TECHNIQUES

Many business m:hmqm used in export marketing are adaptations of those
used in domestic marketing. Others differ significantly. }ms the export business
involves additional marketing challenges, but none is inaurmou

ersone who have not been engaged in international cmde—whether associated
‘with caoperatives or not—tend to adopt one of two extreme concey
1. Concept; The export business is something so “foreign” that only a very large
firm with & highly epecialized export sales ataff should dare to engage in it.
Fact: The basic business principles are the same for foreign salea as for domestic
sales.
2. Concept: The export busineas is merely an extension of domestic marketing
Fuce; Certain additonal procodures and precautions are easontial for & succosaful
export marketing program
Thus, the nature of the expart busine somewhere between these extreme con-
cepts. It ia nut a simple and eagy way to expand markete. Neither is it something that
should be arbitrarily ruled out by the and of a
simply because their association haa no previous expenenee in exportin|
In a basic way, exporl marketing is the same as domestic marketmg The
exporting cooperative haa to sell the products buyers want, and where, when, and how
they want them. There are many differences with respect to trade bamm. trans-
portation, documents, convertibility of money, financing, collection of payments, and
units of welghL and measurement. To overlook any one of these differences could lead
to a loss on a e
The k(ndn of expart techniques and practices adopted by a coaperative will differ
according to kind of commodity, degree to whlch commad\W i processed, foreign
market selected, and other variable factors. A few comparisons may hzlp illustrate
wome of the significant difforences in markoting agricultural commoditin
th mduce—Fenshahla, usually relatively low in valne por pound.
ed foods—Easy to ship and store, relatively high value per pound, ocean
freight cont for food said relatively low if much of water and inedible portions
removed prior to export.
Red mests znd poultry—Refrigeration required.
—Highly perishable, special handling required conﬁn\lquuly,
detailed meclﬁcnnanu involved,
ybeana—Handled in hulk low value per pound, not hxghly perigh-
able, often In g}uylaadl in chartered vessel

The g
program will not be discussed in thia report, except for a few comments later con-
cerning “New Opportunities” for “Groups of Cooperatives.” Alao omitted here is consid-
eration of the administrative structure: Who on the cooperative's staff makes what deci-
sions? How can sales and office staffa work together most effectively? How and in
what sequence can an export sales order and shipping documents be handled with
greateat specd and efficiency? Questiona auch as these need anawers

38
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Van containers hava bacoma en important moda of intarnational transportation for many food
products. These containars hold quantitias of Florida citrus products dastined for ovarasss mar-
kats. Citrus Cantral, Inc., of Orlando, Fla., Is tha shipper.
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In this general guide, attention will be given to the most common and important
export business techniques. Some alternatives, but not all, will be discussed.'®
‘This maxim should be kspc in mind by the reader with limited export experience:
Exportmg is more than a simple extension of domestic marketing, but there is no
export technique that cannot be msaomd by cooperatives.

Delivery Terms of Sale

Delivery terms of sale are referred to frequently in discussions of other export
practices and techniques. It is desirable, therefore, to consider them carefully.

Each of the L\ehvery terms of sale is used in domestic mﬂrkehnz as well as export
marketing. For example, in a general eense the f.a.6. delivery term refers to delivery of

a commodity alongside a “carrier” at a “designated locaunn. The carrier may be a
truck, railroad, barge, ship, or plane, and he location mey be the co-op's plant, a rail
siding, 8 wharf, airport, or some other designated place. Therefore, it always is neces-
sary to be specific both s to carrier and location.

Extremely few overseas buyers have the knowledge and contacts needed to make
inland transportation arrangements within the United States. Thus, with rare excep-
tions, it is & waste of time for a cooperative to offer to sell an ugnculmrnl commodity to
an overseas buyer at any point short of a U.8. seaport or airport from which the com-
modity can leave this country.

'A sale to a buyer in Canada or Mexico is a foreign sale, of course, but it usually
is nt e ovracas gale. To simplity sxplanations ofthe dlivery tema of sale—and to
relate them to the circumstances prevailing for most U.S. agricultural exporta—the dis-
Cassion hera is limitod 6o overaeas sales and chipments.

A ey sspect of any export sale is the location at which title to the commodity is
transferred from seller to buyer. To designate that point it is customary to use one of
four delvery tems of sale Bach of these is almost alveys referred to by an abbrevi-

l"xrut. it is desirable to understand the general meanings and relutwnehxpﬂ of
e terms. Here is how each abbreviation indicates the point at which the title to a
ahlpment is transferred from seller to buyer:
F.a.s. The commodity is alongside an oceangoing vessel or aircraft at a US.
loading port.
0.b. The commodity ie loaded into an ocoangoing vessel or aircraft at a U.S.
lusdmg port.

&f. The commodity is delivered to a foreign port, but one cost—that of ingur.
ance on e.he cargo while it is en route from & U.S. port—is borne by the buyer instead of
the sellcr

C.i.f. The commodity is delivered to a foreign port, and all costs up to that point
ato borne by the scller

In this context, “port” may mean either & seaport or an airport from which the
shipment leaves for a foreign destination or at which it arrives from the United States.
n most cases, agricultural commodities are shipped via ocean carrier, but for some

commodities air tranaport has an advantage or offers a viable alternative.
The foregoing brief statements should enable moet persons to gum a general

o aecial cnsidration of g export ublication cited In footnote 5.
oo sales aro mada on “c.&.” dolivery terme, but hey soprsent only a small propotion o tho
Lot mumber of xpert ses f agrcularal ommodiie.



understanding of the delivery terme of sale, but more detail ie needed by persons
engaged in developing an export sale.

In international trade, the abbreviation for cach delivery term often is used as
part of aniher export sales term, For etample, an *fob- price quotation” ie an
offering price baeed on the fo.b. delivery term of sale, and a salo” is a sale in
which the final price ia based on the £.0.b. delivery term.

Each of the four delivery terme of sale will be discussed here in the context of an
export price quotation.
FAS.

In an export price quotation, fa.s. ie an abbreviation for “free along side” an
ocean or air vesael at a named U.S.port. Under this delivery term of sale, the seller
provides the commodity and paye all expenses up to and including placing it on a dock
rosdy for loading. The buyer pays the cost of loading into the vessel and all subsequent

ts. F.a.8. price quotationa may be used for shipments of packaged foods and bagged
mm, as well as for many industrial commoditics. Some cnope!auve! selling processed
foods make mnat of their sales on the basis of the f.a.e. delivery

Sometimes £.a.. is sai m abbreviation for “free alnngslde" or “free along-
side ehip,” rather than “frec along aider Thoro i mo difference i ‘meaning when refer-
ence is made to the situation at a named port.

F.0.B.

F.ob. is an abbreviation for “free on board” an acean or air vessel at a named
U.S. port. Under this delivery term of sale, the seller provides the commodity and pays
all expensea up to and including the cost of loading the cargo into the holds of the ves-
ael.

If the cooperative or the buyer desirea flexibility in selection of a loading port, a
general area—auch as the U.S. Gulf—may be specified rather than a aingle port.
e Japanese trading companies, and large companies in Western Europe that
prefee o handle transocean shipping avcangements, uavally peeter t buy on the basis
of an f.o.b. quotation.

C.&F.

C.&f. is an abbreviation for “cost and freight” The “coat” i the value of the
commodity when loaded aboard & gea or air veseel at a U.S. port, and “freight” ia the
cost of traneportation to a named foreign port of destination or named geographic -
rangé of foreign porte. Under this delivery term of sale the aeller providea the com-
modity and paya all expenaes up to the time the cargo ia unloaded over the ship'a r
except the cost of the insurance on the commodity while it is in the oceangoing vessel;
auch insurance is obtained and paid for by the buyer.

medium-tolarge foreign importer of food may prefer to have the exporting

cooperative handle the overacaa shipping arrangements, but—because it has a single

“open cargo policy” covering all of ite imports—it may be able to obtain fransocean

insurance at & much lower rate than » ULS. cooperative with & elatively small volume
of exports that obtaina separate insurarice coverage for cach ahipment.

The advantagea and disadvantages of a c&f quotation m comperison with an

fo.b. quotation are eacentially the same as for a c.i.£. quotation, as long as other condi-

Ve the delive in “R Foreign Trade
Deliniions- 1511 & g page pomhe doveope o S0 o e omat ot e, Porie, Tre
lelr Flae, New York, N Y. 10020, That publication still is the most authontative reference on this



tions of sale—such aa dependability of buyer and efficiency in unloading—do not differ.
They are discussed next under the c.1.£ heading.

C.I.F.

C.if. is an abbreviation for “cost, insurance, and freight.” Tho “cost” i the value
of the commodity when loaded aboard a sea or air vessel at a U. urance”
Tefors 1 the cost of insurance covering the commodity fram tho time 1t i loaded at the
U.S. port until it ia unloaded at the foreign port, and “freight” ia the cost of trans-
‘portation to a named foreign port of destination or named geographic range of foreign
ports Undor thia dolivery term of aale the sellr provides the commodity and paye all
expenges up to the time the cargo is unloaded over the ship’s rail at a foreign port.

“The only differance betmeen a 6i. and & c&1. quataion is that the celler “bears
the cost of transocean insurance under c.if. wherena the buyer bears that cost under
the c&L. delivery term of sale.

A simple precaution ia necesaary regarding the initial ¢&£ or c. a for
eign port, It is desirable to check in advance to male certain that the ahipper'a cost
responsibility ends at the ship's rail. In some porta, the unloading cost, 2t lenat for
grains and soybeans, is charged to the shipper rather than the buyer.

In comparieon with f.a.s. or f.ob. sales, c.if. and c.&f. salos involve assumption
of additional risks by a cooperative shipper and require apocial expertise on its part.
Howevar, ug will be noted later under “Shipping,” these diandvantages—as woll as
opportunities for increasing the net margin on salea—are of far greater significance in
the loasing (or "chnmnng') of entiro voscls than i ateanging tranapartstion for the

of product

al |

Gif. (and c.&f) salos made in losethan-shiplond qnnnunes are likely to have a
major adventage in comparison with f.o.b. (and f.e.s.) sales; l}uu is increased operating
flexibility. Such flexibility may be of benefit in at least two wa

he cooperative will have o greater number and wider selection of potential
buyors than if it sold on an £.0.b. basis only.

2 Consummating some aeles eccording Lo the it delivory term will provide a
“yardstick” for comparing net returna from £o.b. and for determining
ocean freight conditions. Aa a result, the cooperative mnmmm 8 in a strongor bar.
gaining position in nﬂgohahng its f.o.b. salea.

e amaller importera in Weatern Europe almost uniformly prefer to buy US.
foods on the basia of ci.f. price quotations. This relieves them of the responsibility for
handling transocoan shipping arrangements. Since they may purchase many com-
modities from many buyera, and even many countrios, this can be a significant matter
relative to the number of peraons they need on their staffs.

Pricing
Export pricing demanda the same carefal attention to detail as domestic pricing,
but it has some added complications that are as important as the familiar consid-
crations involved in domestic pricing. The basic objective ia the same; that s, to have
the price high cnough to provide o net margin fur tho cooperative but low enough to
induce foreign importera to buy the commodity.

Alternative Methods

A cooperative interested in establishing a continuing export marketing program
(in contrast to periodic surplus disposal activities) has these basic alternatives in
pricing each of its commodities for sxport:

1. Take the fo.b. plant price for a domestic aale, and add all coats involved in

a



preparing the product for export and in moving it to the point where title ia tranaferred

This is the simplest method of pricing and commonly uaed by many cooperatives,
eapecially Lhe smaller ones or those new to exporting.

e the price developed under alternative 1 and deduct the average coat of
domesuc wllmg and advertising. (The cost of foreign uellmg——nnd advertising, if any-
—wvuld be included in the price developed under alternative 1.)

his modifcation rebult in & more reakitic as well o8 a slightly lower export

PFC® 3 Galeulats the marginal costof prodcing the commodity for the export market
this is the average coat for each additional unit produced in excosa of the quantity
deaired for the domestic market.
s altemative has much greater application for industrial products than for
agreltual products because the induatial producer normally haa much greater con-

e annual supply of his cormodity. However, it may be considered by a coop-
oxative that purchasee mupplice of an agricultural commodity on. the open market o
supplement quantities received from p -patrona, It alao may have aigni
Tong range planning for any exporting cooperative.

Caleulate the pmyamnna of the total volume of the product that are o be aold
domeul.\cnlly and in foreign markets at competitive prices in order to have the higheat
‘oseible prito 0., plant for the coaporative’ fotal aniput of the product

Tt is not desirable to adhere to this pricing procedure on a seasonal or annual
asis because it can lead to an in-and-out export salea program that prevents devel-
opment of relatively stable foreign markets for the cooperative’a product. Recapturing
lost markets can be difficult and expensive. It also may be difficult to calcnlate the
total output value in the long-un, but thia technique denervea consideration as a meana
of maximizing retums to producermernbers. There must be a balance hetween ahortrun
‘and longrun considerations.

One pricing technique is to guarantee an established foreign buyer who offers
atizacivelongderm eslos opportunities (espocially or a branded product) a cerlain pro-
‘portion of the cooperative’s annual volume of production. Thia was diacussed earlier in
the uubuechen on “Elementa of a Sala.”

ductory” pricing haa a place in export marketing aa well aa in domestic
muzksunm Exceptionally low prices during an initial sales effort may encourage more
‘potential users 1o try a product. They may find that they like it and are willing to pay
& competitive price for it. To avoid mismnderstandings ft may be desirabl to ndicate
that the introductory price is a temporary, bargain pric
ome dogrec of fexibiiy in agricuitural prieing is necded. Salen conditiona vary
between buyera and markets and from one time to another. Foreign salea are extreme
important to some cooperatives but not to othera, Prices are highly volatile for aome
commodities but quite stable for others. The levela of competitive pricea in a foreign
market may be quite well known among all sellera (as of wheat, for example) but other
sellers (as of fresh cranberries) may have relatively fow sourcas of price Information.
Thus Hme is 1o set pattern for agricultural export pric

Export pricing of commodities aold in bulk in lnrge quantities—auch a cotton,

tobocsa, ein and éoyboans.—is 8 highly apesitized proceas and wil not be Sovered

Estimated Costs

Producermembera of farmer cooperativea often find it difficult to understand or
10 accept the total marketing coat involved in moving an edible commedity from a farm
to a consumer’s table. The marketing margin neceasarily ia wider for overseas delivery

az



to the minimum consistent with maximum effici

An efficient cost accounting systom s cssentia. 1t ensbles a cooperative manage-
‘ment to develop realistic price quotations for foreign as well s domestic sales.

nce a cooperative has established a basic value for its commodity—whether it is

an unprocessed product such as csnam in u pack\nghuuse ora pmcessed pvnduct such

as canned fruit cocktail in 8

than for domestic distribution.’ This increases che need to pare export marketing costs
ncy.

Tilustration 8 shows how estimatcs of costs for an export shipment can be devel-
oped. This illustration reflects the special costs of preparing the product for export, the
cost of delivering it to a U.S. loading port, and all handling and transportstion costs
from the U.S. port until the commaodity is delivered to the buyer at a foreign port.

lllustration 3; ESTIMATED COSTS OF EXPORT SHIPMENT

16,200 casos of 6/10 RTP charrles, wator pack, U.S. Grads A.

For shipment from Port of Lakemich, U.S.A., to Port of Hsmburg, W. Germany. vis
‘genaral cargo.

Cubs: 1.0/case; 15,200 cubic feat/shipmant.

Gross wolght: 48 (bs/csse; 699,200 Ibs or 349.5 STs or 312.143 LTa/shipmant.

Total Por Case
Valua of chorrios at Port of Lakemich' 9126,063 168.23
23

ock racaipts @ 81.50/truck atter firs

Port charges* ... . . 1,088 07
U6, fraight forwardor's foa & costs . 125 0
Valuo, .0.b. vessel, Port of Lakamich ............ ......... *$126.265 9831
Seaway tolls @ 906/ST . o 316 02
Qcean froight @ §33.76/LT7 ... 10,635 70
Plus 6% bunker charge R 527 03
Total ocean froight & olls ........ ..ooiiiinns 811,377 7%
R . 38137862 £99.08

Valuo, 0.&., Port of Hamburg!

propar
of dalvry o Toading p
Gross; doos ot T e daduction of ossh discaunt to spply to .o..velus.
6 full load:
Toading into v

por truckl
347267100 loo nctc

*Estimatod.

*Grom price. Nat prica ln US. $126.265 o 62,626 (2% cash discaunt) or U.S.
$123.750/ahlpmant and 88.14/c

It shipmont bookad 3 waeks rom s o

Wotincluding Smoring insurance, import dutlas, snd import cusoms hargu o el b

5 prica. Not prica is U.S. $137,662 o 82,626 (2% o n f.o.b. velua) ar U.S

#135.136/shipmont and 88.89./ca

cxamale, conile o el of 7 xprtshpment of s prdice wa rfigerniedvan con

ainer; tho i smant s made D et wih the advisory nssistanco of the author of
i ener s v pr.chcnlly nn v dejonoruian an Toilo but the whoissal valu uf he
e B e Held n the United Sttes The retml markup

e the markeling e,

a3



This costing wae developed to provide both an fob. and a c&E value. The
importer planned to hendle marine insurance under his open policy in any case. The
detail given here anabled him to consider the possibility of handling the overseas slip-
ping cost, primerily on the basis of whether he could negotiate an ocean freight rate of
loss than U.S. $33.75 per long ton, the rate given in the illustration.

US. bank collection charges were not listed here as a cost. They were expected to
be very emall, in this instance, and were to be paid by the seller. Normally, they would
be charged to the buyer.

While the illustration ie based on calculations made by the author in connectios
with an actual sale, the handling and transportation rate figures are not to be consic
ered as necesserily representative at any given time.

Further, costs vary according to commodity, loading port, discharge port,
medium and mode of traneportation, terms of eale, and other variables. Nevertheless,
Tilustration 3 provides a practical example of export marketing costs and itemizes some
expart coets that might be overlooked by an inexperienced exporter.

Illustration 4 provides a pricing guide for food exports. 1t was developed by the
author to summarize the major cost iteme customanily borne by an exporting cooper-
ative under each of the four delivery terma of sale.

The pricing guide pertains o foods in general, and applics to fresh produce, for
example, as well as for a frozen commodity such as beef tongues. Some of the terms are
distinctly relsted to ocean shipment rather than both surface and air shipments. Refer-
ences to air shipment costs were ommitted for the sake of brevity.

tem 1 of tha caste bome by the buyer pertains to payment of U.S. and foreign
bank collection cherges. The foreign bank charges always are borne by the buyer. 1f
the transection is also handled through a U.S. bank, the U.S. bank charges normally
are for the account of the buyer. In some sales there may be no U.S. bank charges or
they are sa small that the seller simply makes allowance for them in his export price
quotation.

Ttem 6 of the costa to be included in the seller’s price quotation pertains to pay-
ment for the services provided by a “foreign freight forwarder” located in the United
States, The nature of these services is discussed later in the section on “Forwarding”
under “Shipping

1 the cooperativa has a U.S. intermediary, such as an export agent, or has a for-
€ign sales ropresentative, the payment to the domestic or foreign firm is a part of the
seller’s export axpense. This cost is the last item listed for the seller, although the rofor.
ence in the table is limited to one kind of intermediary.

ministrative costs are not shown in Ilustration 4. For example, the
cost of communications for an export sale may excoed that for a domestic sale by a
margin, i i by telephona, teletype, cable and let-

nessmen are neceseary hut oxpensiva. The cost of shipping product samples aleo is
high. If & bid or porformance bond is required by the buyer,this results in an addi-
tional expense. There aloo may be expenses incurred in obtaining certain documents,
such 88 & certificate of origin, grade certificate, or consular invoice. In addition to
marine ingurance it may be necessary to pay for export payment insurance. All such
expenses must be taken into consideration,

Y i, sale of a bulk commodity, such as com, in which payment is
based on weight at the time the cargo is discharged at a foreign port, there usually is a
loss in weight of product between loading and unloading. Compensation for this antici-
pated loss must be made when the sale price is calculated. There aléo may be a feo for
supervision of weighing and other operations at the foreign port, an interest or dis.
count coat involved in financing the transaction from time of shipment to the time pay-
ment ie reccived, demurrage (a penalty for delay in unloading), and an interest, cost on
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llustration 4: PRICING GUIDE FOR FOOD EXPORTS.
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the ocean shipping charge if that charge is paid by a third party before the cooperative
receives payment for the cargo.

Sales Offer and Contract

An export sale—like a domeatic sale—involves both a sales offer and a salea
agreement. These marketing tools are likely to be more formal and precise documenta
in exporting then in domestic marketing, however. X )

A few U.S. cooperatives regularly issue price lists to eetablished foreign custom-
era. Most begin negotiations with & more formal sales offer.

Sometimes the initial contact between buyer and aeller ia mt_id» by the foreign
buyer. He may merely inquire whether a given quantity of a weclﬁerl_ commodity is
available, submit a detailed purchase offer including @ designated price, or issue a
tender.

‘A “tender” is a formal bid by an individual buyer to purchase—or a formal offer
by an individuel seller to sell—a specified quantity of a gelected commodity under pre-
scribed conditions, A “public tender” to buy is open to all qualified suppliers, whereas a
“private tender” to buy iz open to selected suppliers only.

A sale to a foreign government or its representative usually involves a tender to
buy that goca into great detail with respect to the characteristics of the commodity,
shipping arrangements, end payment provisions. Many export sales of grain, so;
beans, and livestock have been made in response to tenders.

Sales Offer
An export seles offer includes  price quotation arid description of the product,
epecifies a quantity or range in quantity of product available, and specifies shipping
arrangements and payment te
ore detail ueually ie necessary in an export offer than in a domestic salee offer.
The foreign buyer may not be familiar with the cooperative's product, kind of pack-
ging, or other important detaile. (Note product, container, and package specifications
listed in Mlustration 2).

The buyer will need to know the number of individual iteme to be handled, such
as bags or cases of designated size or weight, In order to arrange for transportation,
and to estimate ite cost, he also will necd to know the gross and net shipping weights,
and the cubic volume of each packing unit and for the total shipment. He may also
need the dimensions of each pecking unit

In some instances, an exporting cooperative may wish to offer various options,
These may relate to the form in which the product will be shipped, packaging, mode of
tranaportation, shipping date, price discounts related to quantity or payment in cash,
or other details.

The buyer algo will need to know the approximate date the shipment can be
loaded at a U.S. port or be expected to arrive at a foreign discharge port. When a sale is
completed, the buyer will nced definite information.

sales offer usually is qualificd by setting an expiration date or by inclusion of

the term “subject to confirmation.” The objective in each case ia to give the exporter

some flexibility in case of a sudden rise in domestic or foreign market prices for the

commodity, development of another seles opportunity with more favorable terms, or the

accoptance of offera by & number of buyere that result in orders for a total quantity of

product that is greater than that the cooparative has unsold in inventory or can soon
in

It is customary to receive counter offers from buyers who seek to purchase sup-
pliea of a commodity at a price lower than that offered by the exporter. This is a part of
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the sals negotiation process. In some instances, an exporter will anticipate such a reac-
tion and set his first offering price at a level higher than he actually expects to receive.
This techniquo ie not always successfl, howevor. The buyer may purchase hia supplics
from another son

i all of it docisiona with xospec to price and ofher term of asl, s export
cooperative will base its decision on both current and long-term ssseasments of i
cupply situation and alternative aslec possibilten, If dclivery and payment are not o
be made promptly, special consideration will have to be given to developments that
may occur before delivery and payment are made.

A “pro forma invoice” often is supplied o a foreign buyer who i definitely inter-
cated in making a purchase. This is a temporary document to enumerate terms of sale
that tentatively have been agreed to by buyer and seller; to provide estimates of ship-
ping specifications, costs and dates; and to aasist the buyer to meet certain require-
ments that may exiat in hia country—for example, the buyer may need an impart
license and cannot obtain one without attaching & pro forma invoice to his application
for auch a license.

Ilustration 5 presents a “pro forma” invoice. It is not: intended to duplicate a
printed form that might be used by an exporting cooperative, Instead, it indicates the
kinds of information that might be included.

llustration 6: PRO FORMA INVOICE

COMMODITY  : Rad tart pittad charrias, water pack, U.S. Grade A fdats)
BRAND + "Chonyland”
ORIGIN JUSA
PACKING . Casoa5/10 ting; oach casa 1.0 cubic ., groes waight 46 ., axport atrapping
auaNTITY  Approximately 16,200 caees
PRICE + U.S. 68.89/co
TERMS. + C.&t., Port of Hamburg, West Garmany
PAYMENT . sight dreft; draft and documents to Bank of Hamburg
SHIPMENT  : From Port of Lakamiah, U.S.A., via genaral cergo apaca, first possible
dato following confirmation of

DESTINATION  : Port of Hamburg

DOCUMENTS  : Nagotiable ocean B/L, original and 2 copioa; commarclal involoo n
quadruplicato; U.S. grada cartificata

SHIPPING MARK ; ABC/Hamburg

Saller:

(nama and addreas) (nama end addroes

Ganeral Menagar

This illustration was developed in connection with the same sale as that involved
in Dlustration 3 discussed earlier.
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Normally the pro forma invoice would indicate (under “Payment”) that the US.
bank handiing charges would be for the accourt ofthe buyer. As noted carlier, such an
arangement ws not made for his paricula

 portiona of the pro.forma invoice llustrated would not have boen intel-
ligible fo.the foreign buyer unless he had xeceived certain information earlie
example, “6/10 ting” vefers to six No. 10 cans of the product. “Tins” is tho British-
English version of our word “cans” and is used frequently in exports to Western
Futope. Tt is asumed hero that the buyer already knows the size, appearance, capacity
and not product weight of the U.S. No. 10 can. The cooperative had sent samplos to
him and had provided the nocessary apecifications in writing.

The abbreviation *B/L" refers to the ocenn “bill of lading,” an important docu-
et discused ntr under “Documenting.

ro forma invoice ie cigned by the general manager or another key employee

of tho cooperative. No provision is made for signature by a representative of the
importing firm,

imes the importer will accept the terms of a pro forma invoice and commit
himelf, via cablogram or letter, to a purchase on those term. In other cases, he will
submit o formal export arder. The provisions of an export order are similar to those of
 pro forma involce but it is  document prepared by the buyer rather than ho eclor.”
An export order often is used when there has heen no prior agreement with respect to
et s apeefyina the docurmentefo b hamdled by the buyen oregh bank raf
exence, U.S. trade reforences, and the form and nature of markings on each ehipping
container that are required by the buyer.

Sales Contract

Each export sale should be confirmed in writing in some manner. Both buyer and

seller must be firmly committed. A special sales contract (or agreement) is the safest
way to fom\ and record a contractucl agreement.
sales contract may be in emnually the same format as the pro forma
invoice (llustration 5). 1t must be labelod as a sales conteact, however, and must ba
aigned by both parties. This type of agreement is generally satisfactory in a continuing
sales program involving a dependable foreign buyer. In other cases, more detail is noc-
osaary. Sometimes, for example, provision should be made to compensate for an
impending change in the relative value of the U.S. dollar and the basic unit of a for-
eign cunsncy.
 the buyer has had limited experience with imports of American agricultural

ramxrodluas, or is rather new to the trade, it may be desirable to provide greater detail
in the sales contract. For example, in a sale on c& f. delivery terms, it might be
degirable o state that the buyer will obtain and pay for the marine insurance. The time
and place at which ownership transfers from seller to buyer also should be specified.
For example, in a c.& f. sale this normally will occur when the commodity is unloaded
over the ship's rail,

The other terma of aale—commodity specifications, packing, payment, sh\pment
documents—might be described in greater detail than was necessary on the
invoice. Further, it may be appropriate to state in the contract that the seller i mske
delivery as scheduled unless there is some extraordinary happening resulting from the
forces of nature or from unforeseen human acts; these would include,but would not be
restricted to, storms at soa or at port, shipwreck, strikes, Tiots, civil commotions, and
acts of war.

s ofthe mformatian in tho buyars expor oder may bo antoed an a spciol form colled o
“house order.” The o have & umform way of summarising information received in expororders
rom vinous buyors, andthis BTy niermal handling by the exportors plan and afico amploys:
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The sales contracts used in the intemational grain trade involve one of thrce
basic forme, although an exporting cooperative may develop its own form to meet spe-
clal circumstances y cooperatives exporting raw or processed foods usually have
much less detailed and technical documents than those usod in the grain trade. This ia
due, in part at least, to the fact that o ehipment of grain may involve millions of dol-
lars and many buyers.

It is customary in most parts of Western Europe to have the sales agrecment
expressed in Dngl\sh In other countries, it may be necessmy ta uge the local language.
reat care must be taken to be certain that o translation has the same meaning as a
contract expressed in English. Not only do lnnguages differ but also their usuage; for
example, not all Spaniah words and phrases have the same meaning in all of the Latin
Americon cnuntrmu in which Spanish i is the principal muguug-

ome the terms
of & sslen contrnct 1end o prescniation of a cage for decision by an ebeation bonrd
here s tegula procedures and atructure for cages involving grain o cotton.

Problems also may arise with respect to other agricultural commodities. Tf, for
example, a shlpmenL of dry onions arrived in poor condition at the Port of Rotterdam,
Netherlands, the exporting cooperative might accept an adverse report toletyped or
cabled) by the importer, In other inatances where the reason for product deterioration
Wwas not known, or there was doubt concorning the extent of product m. the exporter
might employ & “Tieensed surveyor” at Rotiordam o make 8 soparate, Srsthand chock
on the quality of the product.

e procedures for resolving misunderstandings and disagreements between
buyer and seller vary greatly according to circumstances and the individual buyer and
foreign country involved.

n any sales contract (or agreement) cach party sccke to obtain & maximum
degree of flexibility for itself and a minimum for the other party. The optimum result is
& workable compromise.

Receiving Payment

The US. dollar has been weakened by inflation, two devaluationa, and by
npwnld revaluations of some foreign currencies, notably the West German mark and
Swiss franc. It does not oceupy the psmmn\mb position it had for about two decades
after World War T1. Yet e of the strongest currencies in the world and a
highly acceptable mmhum of exchunge, Most commercial exports of U.S. agricultural
commodities are made for payment in U.S. dollars.

In every export sale it is desirable to specify that payment ia to hé tado in U.S.
dollars, if this is the currency ecceptable to both parties. There are other coutrics,
including Canada, that use the word “dollors” in their monetary systems, snd still
others that use the dollar sign () to denote units of their currency, such o pesos.

Whatever method of payment is agreed on, chances for mmundexstnndmgs may be
reduced by adhering o quotations such as thia: “U.S. $10,000.00.”

From the standpoint of an exporter, the simplest and fasteat method of obtaining
payment for commodities sold for export is fm' a foreign buyer to pay cash in advance.
The disadvantages for the buyer are so great, and apparent, that salcs of agricultural
commodities are rarely made on this basis, LXC(I]IL to Mid. Lnst destinations.

Consideration will be given here to six basic methods of payment: consignment,
joint sccount, apen sccoun, cash ngainst documents, draft, and lotter of credit.

s in the case of the delivery term of sale, the payment term of aale sometimes is

1860 p. 15 of reforonce cited in footnote 5.



nsed to describe a sale. For example, a aale made on the basis of the consignment pay-
ment term may be called a “consignment sale” in the trade.

Consignment

In a consignment sale, the commadity ie shipped to the foreign importer and pay-
ment to the U.S. exporter is deferred until the importer has resold the commodity. The
importer provides a statement showing the gross sales value, his expenses, his commis-
sion, and the net amount du the exporler:

x the exporter, this is a high risk method of payment. If there is a sharp drop
in price on the oreign market, oxceptional detorioration of a peridhakle produet, or an
inaccurate cost statement from an unscrupuloue importer, the cxporter may not receive
cnongh to cover his transocean freight. Conversely, for the importer thia is a low ris
situation. He cannot lose money except under extraordinary circumstances where the
receipts from his sales are less than hie expenses.

Despite the inequality in risk-sharing, this method of payment is common for cer-
tain commodities and markets. For example, a U.S. cooperative wishing to initiate
sales of fresh produce to Western European countries will find it difficult to obtain
better terms, eapecially for a trial ehipment. Even the dependable buyers of, produce
there are accustomed to buying on a consignment basie from many shippers in other
countries.

Joint Account

a “foint account” aale, the exporter ie guarantoed a specified minimum price at
a certain delivery point, and all net procceds received in excess of that price are divided
equally between the exporter/seller and importer/buye:

or example, tho scllor will caleulate the price that he feels he should receive c..£.
port of deatination. Then the importer will guaranteo payment. at that price or a lower
ter, the aale is made and the net proceeda cqual the gross procceds of sales
minus (1) certain expenses involving paymente to third partics (such s import duty,
customs charges, handling at dock, and cartage to importer's warehonse), and (2) the
amount guaranteed to the exportor. The net. proceeds are divided cqually between
exporter and importer.

n this manner the principal riske (excluding that of product loss due to quality
deteriozation) e sharad by the seller and the firs buyer, From the standpoint of the
aeller, this is considerably less risky than a consignment sal

o importer has a strong incentivo o resel the commodity at the higheal pos-
sible price since the amount of the gross value at resale will determine whether he will
have a net gain on the sale and, if so, how much it will be.

the case of consignment sales, the joint acconnt torm of payment ia nsed in
sales of fresh produce to some West European importers.

Open Account

Under the “open account” method of payment, the commoditiee are shipped to
the forergn importer, he takes title to them according to the delivery term of sale, and
payment is made at some future date—such as 30 days after delivery, or at the end of
ceach month if deliverics are made frequently. In effect, the exporter makes an interest-

ree loan for the value of the shipment from the time of delivery until payment is made.

'his payment method ie used eparingly in sales of processed food, and only in

salea to esl—ahlmhed buyers with very high ratings for credit and performance. It is con-

sidered too risky for most export sales, pamculnrly to buyers located in foreign
countries with unatable currencice or governmen
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Cash Against Docurnents

The C.0.D. or “collect on delivery” method of payment which is often used in
domestic trado bus an adaptation for use i intemnationsl trads A elsively small US.
exporter working with an export agent who has clase personal contacts erience
with foreign buyers may rely on the agent to select buyers, with excepc. nably igh
credit and performance ratings, to whom sales can be made on the basis of “cash
against documents.”

Instesd of using & “sight draft” (as discussed next), the sales offer and agree-
ment will provide for "cash against documents” or “cash against documents at first
These phrases mean that the buyer i€ to pay promptly as soon as the
bill of lading and cortain other documents are received at a hank designated by him.

The necessary documents are aimailed to the foreign hank and payment to the
oeler o made direely to him, to s export agent o o bis bank. Undor this arrange
ment, the U.S. bank normally performs no special services, hos no responsiblity for col-
Jecton of payrne_nt and does not reccive a special fee for such services.

This method of payment is less risky then a coneignment, apen sceount, or joint
account sale, but there may he more risk for the exporter than if a draft and/or a letter
of cradit is used.

The “cash against documents” torm of payment has been used successfully by
some cooperatives in sales of raw snd processed foods to carefully selected importers in
the northern and central countries of Westarn Eutope. However, it not the best alor
native for use in sales to most buyers in most foreign countries.

Draft

A draft (also called hill of exchange) is @ financial document prepared by the
exporter ordering the foreign importer to male prompt payment to a designated bank
for the commodities shipped. It s a “clean draft” if the documents ordinarily sccom-
d,anda oft” i they e aitached.
" js payable e prosented to (s.ghm ) the impor
i a1 payable after thepennd ot idiceted i th dfi or exam:
ple, 30, 60 or 90 days after sight. This period, of whatever length, is known as the
Lannce, it beging as a0on aa & representative of the importe or the iaportors henk has
signed his name on the face of the draft, along with the date, name of the firm, and the
word “Accapted.” When the time draft Has thus been ncepted, it bocomes known as an
ncceplance

usual procedure is for the seller to send the draft, with shipping und col-
lection documente. 1o the importer's hank. Included smong the documents is the orig-
inel bill of lading; it is endorsed by the shipper if the “negotiable” form of this docu-
ment is used. The bank notifies the importer that the documents have been received.
When @ sight draft is used, the buyer must promply pay to his bank the smount of the
draft; the Lill of lading then is given to him by that hank and he can take posacssion of
the shipment. In case of a time draft, the buyer need only “accept” it to obtain pos-
session of the commodity; payment is made later in accordance with the time specified.

This method of payment—cspecilly use of the sigh drafi—long has boen com-

monly used for exports of bulk or packeged foods to importers in the northern portion
of Wesiern Burope. The risk for the oxporter is leos than for a consignment, open
account, joint account, or cash against documents sale, but more than for a sale
involving a letter of credit, For some buyers in the countries just mentioned, it usually
s not considered necessary to incur the additional cost and “red tape” of a letter of
credit in dealing with established importers with high reputations. This is not the case
in most countries or for most buyers, however,




For a small shipment, the U.S. bank's collection fee may he covered by the sell-
er's export price quotation. For most shipments, however, it is necessary to note in
sales offers and on drafts that the U.S. snd forelgn banks’ collection fees are to be paid
by the buyer.

Letter of Credit

A letter of credit is  financial document providing for payment for commodities
purchased. It is issued by a foreign bank at the request of the buyer and in favor of the
oller. It s 2 promise by that bank to pay within s specified time, if certain specified

tions are met, the money due upon receipt by the bank of designated documents.
Preferably, it should be irrovoceble; then the buyer cannot alter the terms in any way
without agreement by the seller. It also should be confirmed for the seller by a U.S.
bank; the latter then has accepted responsibility to pay the seller as soon as documents
sre received—without regard to the financial condition of the buyer or foreign hank at
that moment—and thic assures prompt payment to the seller.

A “revolving” letter of credit is designed to cover numerous sales and shipments
over & period of time rather than a single sale.

It i vry important that an exparting cooperative read a leter of crudi. very
carefully. st be certain it each condition that must be e,
and be dertain that the cooperative can and wil comply with all requizemen.

Sometimes it is desirable to nvoid use of a precise figure. For example, it may be
impossible to guarantee delivery of an exact number of hags or other unis. In such
case, it is desirable to add the modifying word “about.” The buyer then will heve to
pay for the quantity actally received, and cannot use the letter of credit as a means

for refusing payment. 1f the market price had dropped betwcen the time the letter of
credit was acceptod and the time of delivery, the imparter might be tempted to rofuse
he shipment on the basis that & preciss quantity provision had not been adhered to
exactly.

Use of a letter of credit is the customary method of payment for most export sales
of U.S. agricultural commodities. Because it reduces risk to a minimum for the exporter,
it is used in nearly all seles to—for cxample—the Orient, Latin America, the
Mediterrsnean ares, and to developing countries gencrally. 1t also is often used in sales
to buyers in all countries, however.

1 custom is an important factor. The large, well-financed, reputable Japanese

trading companies often use letters of credit in making their purchases. It also is possi

le, in some instances, to make sales to the U.S. offices of some of these companies, In

that situation, the bank preparing the letter of credit may be localed in the United
States,

Use of a sight or time draft is provided for in the letter of credit.

The collection charges or foes that the U.S. and foreign banks require for their
services in handling letter of credit transactions arc charged Lo the account of the

uyer. To avoid misunderstandings, the buyer's obligation to pay these expenses
should be stated in the seles offer, pro forma invoice, sales contract, and draft.

General Comments
The foregoing review of the six basic methods of payment for agricultural com-

*¥Tho kinds of docoments that may be involved, and the significance of cach, a
under “Documenting.
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modities describes the major characteristics of cach. Directora and adminstrative
employecs of exporting caoperatives need at least this much information if they are to
have a general understanding of the payment phase of the cxpart business.
here are variations in application of some of these methods or terms of pay.
ment. Por example some countriesdo not permit use of sight drafs n associatan with
negotiable bills of ladin instances, other arrangements will he necessary. For-
Gamately, information. ahout such variations i8 avaiiabls from some of tho souces of
tochnical assistance mentioned earlier.
Definitions of the payment terms also are subject to some variation. For example,
a “joint account” offer might not provide for a_minimum price guarantee to the
exporting cooperativs It ie, therefore, extremely important in cvery sale that both
buyer and seller understand completely what i involved when a payment term s vsed
in documents and write- communiatio
port payment murance may be needed to cover the risk that payment will no
be received for commoditics shippel. Thia i discaseed Tater in the soetion on “By
imbank.”

Financing

Financing requirements vary greatly according to the commodity involved, value
of & shipment, the delivery term of sale, other terms of sale, the length of time between
loading for export and receipt of payment, and the country and buyer to whom delivery
is made.

Various commercial and noncommercial sources of funds are available for
financing exports. 1t sometimes is a chullengn to_select one institution or agency
among many because of differences in scrvices offered or interest rates and other
londing tems. Tn any case, the international Tinancing unit must Rave stulf workors
with specialized expertise.

The subjects of credit investigation and method of arranging for receipt of pay-
ments are a part of the total financing picture, but have been discussed previously in
this report.

Business Institutions

any farmer cooperative leaders think first of the cooperative banking system
when their associations need to borrow money. They turn o their district bank for
cooperatives for the Amancing of domestie faciitios And opcrations needed o move
agricultural commodities from farms to U.S. export loading ports. Some associations
use the same lines of credit to finance both domestic and export-related inventorios nnd
ecsivablos
ly group now is exploring possibilities for catablishing some kind of inter-
-~ mancing faclity within tho cooperative banking system. Some day the banks
for cooperatives may play a ﬁmmcml role in export marketing comparable to the one
they now have in domestic market
Some of the regular commemal banks currently are an important source of
export funds and technical assistance. According to a recent estimate by the US.
Department of Commerce, more than 200 Ametican banks have interational banking
departments. These banks have spcunhsts concerned with selected forcigm countries
end commodities. They also are  part of a hanking network that involves cor
mdont arrangemnts with smallo hanks in this conpty. I ths s, e oupr e
of the large banks is available to practically all cooperatives. However, some small cor-
respondent banks may ot be able to provide necded services as quickly and efficiently
as large banks serving large-scale exporters.



Larger U.S. banks have correspandent relationships with foreign as well as
domestic banks. In recent years, there also has been a substantial increase in the
number of overseas branches established by the very large U.S. banks engaged in
financing international trade.

In addition to banks, at least two mare kinds of business firms may be involved
n export financing. A “factor” (or “factoring house”) may lend money ‘wmv the
exporter's account receivable as security, or may purchase an account receivable. It
charges a fee for either service, of course.

lome export management companies (as discussed earlier under “Indirect Sales”)
may handle the financing for a U.S. exparter. The company will make prompt payment
for a shipment that it arranged, and will bear the risk of obtaining reimbursement
from the foreign buyer.

CCC Export Credit Sales Program?®

The CCC Export Credit Sales Program (GSM-4) is administered by the Office of
the General Sales Manager (OGSM), an agency in the U.S. Depariment of Agriculture.
Financing is provided by the Department's Commodity Credit Corporation (CCC).

is program ia designed to help U.S. agricultural exporters meet foreign com-
petition in both established and developing markets by supplementing rather than
replacing private financing. The objective is to expand commercial sales rather than
provide aid to foreign countries, Sales are financed to countries which are good credit
risks but unable to meet all their needs with cash purchases. Financing may be pro-
vided for as long as 36 monthe, although the basic limit is 12 months.

Payment s guarantsed by an tevacsble commercil | lemr of credit from a U.S,
bank or an approved foreign bank. In the latter ent of the amount of
money involved must be confermed by a U, bank for som el ioks, Tha lotter of
Gradic must cover the ammaunt being financed by GCC, plus intereat at commorcial ratos
Interest rates are reviewed and announced monthly. In August 1976, the interest rato
was 8 percent for U.S. bank abligations, and 9 percent for forcign bank obligations.

At the time of shipment, CCC purchases from the exporter the acount receivable

ment by drawing on the letter of credit. Commodities cligible for financing are
announced monthly. For August 1976 cligible commodities were:

Barley, beef and daity breeding cattle, breeding swine, corn, cotton, cottonseed
oil, dry edible beans, dry edible peas, eggs (dried, frozen and canned), grain sorghum,
hog grease, nonfat dry milk, oats, peanut oil, poultry (canned and frozen), raisins,
milled and brown rice, soybeans, soybean meal, nuyhean oil, edible soy-protein, sun-
ﬂnwemzed oil, tallow, tobacco, wheat and whem.

xports under the CCC Credit peaked in fiscal year 197273 at $1.1 bil-

Yion. Wheat then chounmd Tor ovor half the total, while com and cotton were also
exported in large quantit

rogram was cnt back during the next two years, since it was possible to sell

most of the U.S. expnr(.ab‘e supply for cash. The program was accelerated in December

1976 s a resul ecord harvests in the United States. The value of exports in fiscal

year 1976 reached $321 million, most of which was exported in the last half of the year,

A subatantial volume of credit commitments were not shipped by June 30, 1976, and it

rtives interated i vt in thsprogram shold st uthor anformation (roms:

“Caoy ting
Officu of ths Gencrat Shres Mamnger U5 Doponimn ot e Washington, D.C. 21

54



ia expected that program exports in calendar 1976 will equal or excced the 197273
record. Exports under the program in fiscal year 1976 were as follows:

Million dollars

Wheat and Flour 1625
ice 219
Feed Graing 37.8
Soybean/meal 25.0
Vegetable Oil 33.4
101

Cotton 244.9
Tobacco 810
Other Commodities 4.7
Total 6213

P.L. 480 Export Program?*

Another program for which the Office of the General Sales Manager (OGSM}
USDA, hae administrative responsibility is the “P.L. 480" or “Food for Pesce” pr
gram. Public Law 480, the Agricultural Trade Development and Assistance Act of 195
& amended, authorizes foreign eales and donatione of U.S. agriculturel commodities.

Title 1 of PL. 480 provides for sales of agricultural commodities to friendly

countries on concessional terms. Title I authorizes donation of agricultural com
modities to needy persona abroad.
Title I (conceasional sales). An agreement pertaining to purchase of quantities o
gelected ities by a foreign is reached between that gov
ernment and the U.S, Government. OGSM repreaents the U.S. Government in assiating
and supervising completion of the purchase and export of the commodities.

The U.S. Government finances each purchase. Other than that, it is a norma
commercial transaction between the importing government and U.S. suppliers. The
suppliers are paid in U.S. dollara.

USDA publicly announces salea agreementa and purchase authorizationa for the
commadities and quantities involved. Announcements are released to the press, poten
tial suppliers, and other interested persons. After seven days, the foreign governmen!
can begin to purchase through either tenders or negotiations. Tendera (requests for
bide) contain detailed specifications as to product(s), quantities, and terma of sale. The
tender algo will indicate whether the purchases are to be made through an agent or by
a foreign governmental purchasing commisaion,

A cooperative (or other domestic supplier) can offer a bid in response o the
tender. The foreign government or its agent will sign a contract with the succesaful
bidder or withdraw ita tender. Only thove agricultural commoditica for which there are
sufficient supplies, as determined by USDA, may be purchased for export under this

rogram.
In 1975 the value of the agriculturel commoditiea exported under the Title I pro-
gram was $924 million. Thie was almost double the 1974 figure. Wheat accounted for 56
percent of Title I exporta in 1975 but only 17 pexcent in 1974, Rice accounted for about
one-third of Title T exporta in 1975 but more than half the total in 1974.
angladesh waa the major recipient of Title I exports in 1975, South Vietnam
waa the largest recipient in 1974.




Title 11 (donations). Two USDA agencies are significantly involved in the Title I}

program. OGSM is involved in the overall programming process, as well as aranging

ocean transportation for some shipments. Tha Agricultural Stabilization &nd Conser-

Vation Service (ASCS) is eaponaible for purchasing commoditiea and forwarding them
to appropriate U.S. ports.

Agency for ional D of State, has primary

and i by fo the e T program. Distribution of

Title I1 commoditica in recipient countries i made through U.S. nonprofit voluntary

agencies, international organizations such as the World Food Program, or governments
ofthe rocipient countries.

a Title 11 program has been approved by the U.S. Government, AS(
jssues a detailod tondor (offer to buy) for a given commadity. All domestic num
including farmer cooperatives, may submit bids to ASCS; a contract is awarded by
ASCS 1o successful bidder(s). The aeller then delivers the apecified quantity of the com-
modity, in accordance with product and packaging specifications, to a loading port des-
iunated by ASCS. Ocean tranaportation is arranged by OGSM, a valuntary agency's
freight forwarder, or the World Food Program shipping ag

Principal commoditios (value basis) exported under Tifle I in fical year 1976
included bulgur wheat, blended food products, nonfat dry milk, and wheat flour. The
valuo of tatal donations wnder Title Tt we $247 million i T'Y 1676, about 32 percont of
this volume went to India.

Eximbank

The Export-Import Bank of the United States (Eximbank) was established in
1934 as an agency of the U.S. It assists in financing exports
from this country on terms that are competitive with Lhoue offered through govern-
mentauppotted progams in the principal competing countries
e following appeara on pages 3 and 4 of “What is Eximbank?,” a 6-page leaflet
P by the bank in Novermber 1675
“Direct loans. In a typical export transaction under this program, the borrower
will pay at least 10 percent of the cost of the United States export in cash. Eximbank
will finance from 30 percent to 55 percent of the cost at an interest rate between 8% per-
cent 1o gt percent. The balance will be financed by commercial banks at prevailing
merket rates, cometimes with and sometimes without Eximbank's guarantee,
depending on the commercial bank’s and Eximbank’s analysis of the risks involved.
When there is no direct credit involved, the Bank may guarantee as much as 85 percent
of an export tranaaction. Under this combination of Eximbank funda and private
source funds, the effective interest rate to the foreign buyer for the U.S. purchase
ranges from 8% percent to 10 percent. Disbursements of Eximbank fands are made to
the U.S. suppliers. No funds leave the United States. All repayments, with interest, are
made by the forolgn borrower in dollars in the United Statcs.
rantoes. Eximbank provides guarantecs, for a fee, to U.S. commercial banks
financing a United Staies oxport sale. These guarantoes protoct the commercial bank,
without recourne to the U.S. sxporor, againsL failure of the foreign buyer & pey duc to
commercial or political reasons.

“Insurance, Foreign Credit Insurance Association (FCIA), a group of about 50 of
the nation’s leading insurance companies, in conjunction with Eximbank, provides
#=~1rance cover to U.S. exporters an credit extended for their overseaa sales. Thia insur-
, for which a fee is charged, protects the U.S, exporter againat loss due to commer.

* political reasons, The insurance program is widely used by amall businesses to
~ the finencing of their export sales. The insurance and guaranteo programe
'waya support smaller transactions and account for well over half of all




financing authorizations supported by Eximbank.”

A commercial sk arises from the poesibility that a buyer will fail to pay for
commodities he has received. A political risk arises from the possibility that a foreign
government will take an action that interferes with payment by the buyer. Such risks
ave much grester for sales to buyers in cortain countries than for sales to buyers in
politically stable and economically etrong countries. The FCIA payment insurance pro
gram guarantees payment for shipments to even the high-risk countries.

eneral. In fiscal year 1975, Eximbank’s gross autharizations for loans, guaran-
tees and inaurance palicies totalled $12 hillion, based on axport vatue. Moro dhan one.
quarter billion dollars of this tots], much of it insurance, involved exports of agricul
tural commodities. Loans and medium-term guarantees were made for exparts of cotton
valued at $81 million and tobacco valued at S8 million

Other Agencies

Various other agencies may provide assistance in financing international trade.
Whether they finance U.S. exports or foreign imports, these agencies are a part of the
total picture.

n informative table (not reproduced here) identifics some of the principal agen-
cies and compares their basic purposes and operations.?* The table includes infor-
mation about several BEBI’IBIEE already discussed here, omits reference to the CCC and
PL. 480 programs, and adds information sbout several agencics not previously men-
tioned herein. The table is urxiimzed under the following captions:

United States Agencies:
xport-Import Bank
Agency for International Development
Overseas Privato Investment Corporation
International Agencies:
International Finance Corporation
International Monetary Fund
World Bank
International Development Association
Inter-American Development Bank
Private Agencies:
Forevgn Credit Insurance Association
Private Export Funding Corparation
Not all of the above agencies are likely to be involved in financing cooperative
exporters, but some of those financing purchaces by foreign governments or individuals
conceivebly cuulrl \ulderwrite purchases of U.S. cooperative products,
ports under the Agency for International Development (AID) program
seached §202 milion in 175, ho highest for 17 ycare. Shipmonts of soybeans fo levacl
accounted for about two-thirds of the total.

Shipping
Tnland transportation from a cooperative’s loading point to a US. port is
arranged in essentially the same way as it would he for a domestic sale. There are
some differences, however. For example, there may he a special export rate for shipping
via rail to a specified ocean port. In some cases, a through bill of lading may be

Washington Agencies that Help to Finance Foreign Trade. Bankers Trust Compuny, New York,
N.Y., pamphlot, 27 pp; sec 8 unnumbered pages inside front cover. Seventh edition, Juna 1974.




arranged to cover shipment by rail from the inland loading point to a destination in
the Orient; this can reduce the ocean freight rate and eliminate handling costs at the
U.S. loading port.

The bill of leding also may carry additional information. Included are the export
markings, last permissible arrivel date at the loading port, and a request for the carrier
10 telephone the cooperative or its representative when the shipment arrives at the
loading port.

Transocean shipping brings new challenges, Depending on circumstances, a
shipment via oceen carrier may be a fairly simple or quite complex operation.

words consignor and consignee Sometimes are confusing to persons such as
cooperative directors who have responsibi from export programs but who
are not involved in the operating details. The “consignor” is the one who makes the
shipment and the “consignee” is the one to whom the shipment is made.

In this section on “shipping,” the discussion will center on transocean trans-
portaion v surfa carer. T}m i, o cours, the primary mads used for extarting
most agricultural commoditics. Persons in the trade recognize that air transport has
special sdvan'.age! i oxporting highly peishable commoditios with high unit value.
Fresh strawberries are a notable example. This means that this mode of transportation
shuuld ot be overlooked by cooperatives who may benefit from use of it.

n though the subsequent discussion centers on transport via oceangoing ves-
s0l, ot pertinent to transport via air.

Forwarding

A “foreign freight forwarder” acts on behalf of other persons in sending onward
a commodity moving in international trade.” When used in reference to exporting, the
term always refers to a firm located in the United States.?*

The foreign mllxht forwarder is a key link in the export marketing chain, He pro-
vides information to the exporter about foreign market regulations and practices,
indluding pu.ckﬂgmg and labeling requirements; assists with domestic and inter-
national and assists with and handling of
various documents. Ho may also arrangs for marine insurance and suggest sourcos of
financial assistance.

A competent foreign freight forwarder helps the exporter move his commodity
eﬁ'xelendy To do this, he must know exactly what is expected of him, Fulluwlng dis-

ussion of a proposed shipment, the exporter should prepare a sot of “shipping
inateictions” This 50 may o provided by Joter o o . prnted orm. Iy emammy e
the documents the freght forwarder s to proparo, the servicea he s to perform, and the
manae in Which the commodity i to bo handled and stowod by the carrers fo inland
and overseas shipment.
ight forwarder may xespand with a completed form indicating “acknowl-
edgement of shipping instructions.”

Doy perons i e o o export exporence il ntrprthshvoss fo e 7 o
slgnir wno vl gt rathor than, " foardorof frfgn b et Fiptivo torm
would be "intermational-righ forwarder” Unfortanalely, "forelgn freight forwarder 1s the torm wniver.
gally accopld in tho rade, and his publication 1 ok o Appraamade e or ol o

i s mported e US.
exportr s ssstanes 1 powing he cummudlly fram e fmen por o an i .d-.un.\w.u the
Oxporer moy amploy the vrvice o o frign right forwarder ocated at tho ik port. U, exporing

o an inland pont, however,




s was discussed earlier in the section on “Estimated Costs” under “Pricing,
the exporter pays the foreign freight forwarder's fee and coste.?>
A cooperative with a large volume of exports may create its own export
department to prepare documents and to make transportation arrangements to ite
established sales outlets. For most cooperatives, there is no substitute for the forcign
freight forwarder.

Packing

The first step in export packing is to assemble the kind and qaantity of com-
modity needed. The sccond step is to pack the commodity according to specifications
given in the final sales agreement (contract).

Many of the considerations involved in these two steps are itemized in lllustra-
tion 2 on a previous page. That illustration would serve ae a basia for developing the
terms of the final sales contract. Each specification in that agreement would have o be
met during the packaging operation.

Special labels with information cxpressed in a foreign langusge rather than
English, and weighte according to the metric system rather than in ounces and pounds,
might be needed on some consumer-size packsges and even largor units. Most of our
forsgn customens aro in nations using the metric system; U.S. exporters are being

eqaired to usc those weights and measures to an ever greater extent.

Both the export package and the outer container (for commadies or which both
are used) should be designed and filled with carcful consideration being given to
olding product loases to o minimum during shipment, ausea of such loases include
excessive movement. of the product within the container and too much weight on the
product—as for fresh apples and peaches, for example. Moisture damage—to wheat
flour, for example—is another probiem. Some perishables may be damaged by exces-
sively high or low temperatures. The threat of pilferage—for products such as oranges
that can be easily consumed on the spot or high-value products that can be moved
rather easily and sold for cash—requires special packing ) hnndlmg precautions.

Export marketing places extra stross and strain on packages and containers, A
sling may be used to hoist commoditics over a ship's rail, or conveyors or chutes m:
provido & rugged ride into or out of a ahip'a hold. Riding tho wavoa tonds to bs rougher
than riding the rails. And handling and storage practices and facilitios at an
unloading port may forther st the packing.

Tach export container must be carefully markee on atlosst o sidso to be eure it
gets to its destination, In many casca the buyer will request uae of hie shipping mark.
Standard symbols and forcign phrascs help cnsure proper handling. A foreign freight
forwarder can help a cooperative make sure that all necessary markings are made in
the proper form.

A special “packing list” must be prepared. This will be discussed later under
“Documenting.”

Transporting
Transporting agricultural commodities within the United States requires special

“In the case of a alo made fo.b. sellors plant, the foreign byer would arrange for inland trans

portation of the commodity and puy the freght forwarder's oo and exponscs. Howover, this kind of sale

20 uniylcalof food cxporting tha t s no oven mentiond i the previous scton on'*Delivery Toms of
e



knowledge.# Transporting them across an ocean by air or sea is also a challengmg
experience

s noted erlier, a competent freight forwarder can greatly simplify transocean
transportation or & shipper.

domestic marketing the word “freight” usually refers to the quantity being
shipped; in international trade it usually refers o the cost of a shipment. For an ocean-
going shipment the “freight” is determined by n\llhplymu the weight of the cargo, in
terms of long tons (2,240 pounds), by the rate per long ton.

t s not feasible to h space available atall times
and places to transport the hundreds of commodities and thousands of shipments
moving in international trade. Yet there are critical problems for shippera when there
is insufficient space. These are some of the problems:

i miny Instancs, space must o “booked” (cescrved) several months in
advance of shipment to be sure it will he available when needed. This is particularly
difficult for shippers of perishable ugnL lh\ml commodities since they do not know
exactly when or how much product the; e harvest is complete

2."AL imes there may be & surplus of one Kind of Shipping space but not enough
of the kind needed. For example, there may be adequate space for general cargo but
very little available for refrigerated foods or containerized shipments

. Delays in shipping may result in higher operating costs due to larger plant

inventory charges, greater port storage charges, increased losses due to spoilage in
transit or pilferage at a port, and other factors not under the complete control of the
shipper.

One way to gain control of shipping space, and to ent costs by cnnﬂollduung
shipments, is to own oceangoing vessels. Zen-Noh, a Japanese farmer-owned co
ative, has done this on & large scale. U.S. cooperatives generally will have to be ch
]nrger than they are today before ownership of oceangoing vessels will become
economically fessible. Another alternative is to lease vessels for long periods. More
U.S. co-ops are likely to venture into this business in the future, but it takes large
amounts of product and capitsl.

e basic alternatives with respect to selection of an oceangoing vessel are these:

‘ommon carrier. A common carrier is a steamship line that provides regularly
schedulell service between selected ports, and publishes uniform freight rates and con
tract conditions.

ip of common carriers serving the same trade route(s) may form a shipping
conference. Wermber fines set. uniform eight rales and establish cortain irace proc.
n exporter who contracts with a conference may obtain a lower shipping rate
than i he did not have & contract, but he is committed to ship via conference line ves-
sels all or most of the cargo he has that travels along the trade route(s) served by the
conference.
2. Private carrier. A private carrier—or “tramp” ship—is a vessel without fixed
itineraries or schedules. Its owners negotiate contracts with individual shipp
Common carriers aro the usual choice of cooperatives exporting fresh produce
and processed foods, whereas grains and soybeans are transported by private carrirs.
Cooperatives using common carriers may use conference or nonconference lincs. The
choice in each casc is based on the individual situation, the pattern of the cooperative's

#6An inland transportation study of special interest to exporting cooporatives outlines coordination
of oxpon srain shipmont o, the Gul, i nerhbomnd shipmes of farm ewpliss rom the Gt Rexd

bert ., Ackley, Richard M. C i Traneportalon io Reduoe Cosle: Fossiilties
o] Cooperaivés. Farmer Cooperative Service, U.5. Dept. of Adriculture, FCS Servies Ropos
5, o dane 1975
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exporta over 2 period of time, or (he general availabiliey and effciency of sorvice
offered by the two kinds of

In rost cadcs an exporting cooperative will “hook” space (sign a “booking con-
tract” to reserve space) for a cargo of given size on a specific vessel, As noted carle.
this is an essentinl step since space must he available at a scheduled &

I ¥ cases—notably for grains and soyboans—a eooperative will charter
(lenec) i entive ship for o vuyago or pecificd peiod o tme

export in shiplond quantities, rather than in smaller quantities, involves both
ummrtumtms and risks for cooperatives aclling on the hasis of cither the
delivery term. Since shipload deliveries have been discussed at some length-
report¥T, special attention will not be given to them here.

There are significant variations in hundling loss-than-shipload quantitics.* Some
commodities may go in ordinary dry cargo space, others in “reefer” space (refrigerated
o) athers on barges carried across the occan on “mother” ships, and stil others in
pecially designed container

ihips or on the Sk ot oomeentionnt ehipe,

tentinl causes of product deterioration or loss were mentioned earlior under
“Packing.” The same factors need to be considered when transportation arrangements
axe made.

Transporting the commodity from a U.S. port to a foreign port may not end a
exparter's ransportation responsibilitics. Sometimes the least oxpensive way to mak
shipments to scveral buyers is to consolidate them into & single transocean shipmen
Arrangements can be made for “drop” ahipments to various foreign buyers, cither fror
one or several foreign discharge parts.

Many countries have what arc called “forcign trade zones” o “free trade zones.
Such a one is a designated arca in which quaniities of n coramedity can be 310, pr
cessed or exhibited without payment of customs duties. Sometimes it is possible to shil
a large volume of a commodity to such a custome-privileged location and then reshi
smallor lots to buyers in other markets. In this way, both the cost of shipping and th
payment of customs duties can be kept to a minimum.

Insuring

On salon for overseas delvery, cargo insurance is an Important conideration. A
sale on c.&f. delivery terms may be preferable if (1) the buyer has o low-cost
“apen (or “blanket") policy o covor ol hia purchnsna, ‘and (%) the oxporter would have
1o obtain & special policy for the one shipment. Someonc must purchase the “marine
insurance’” coverage, however.
The exporter must obtain transocean insurance coverage when he makes o sale
delivery terms. He has eosontially three choicea: (1) Obtain a policy covering
the single shipment, (2) obtain an open policy to cover all his shipments during a given
period, or (3) arrange to have his shipment(s) covered under an open policy held by the
forcign freight forwarder.

The first two choices involve dealing with sn agency handling marine insurance.

ofrfuxencocitod in ootnolo

i ‘yhiy ()f -mclnl intorest Lo cooporativon exporting fresh produce: utehingon, T Q., Hoflman,
LA, and Basie R b pmvlnu the Fxprt Distribuion Syatam for Prah it and Vmelnb!m Teo-
rous Ratonzsh Sorvies, U8, Do IAwn:uIlul\-, Marketini Rewotrey Report 1027, 8 i
auranod” applio t0 cargocs trneporia by plane as woll a those 1 ocsan

g vanin



The subject is complicated and an experienced insurance agent can help select the kind
of coverage needed

Documenting

In internstional trade, a “document” is an important paper providing certain
essential information pertaining to & specific shipment moving internationally. In
some instances, it is proof that designated commodity or shipping requirements have
been met. Use of a printed form is customary and in some cases mandatory.

A “document” differs from other business forms in another significant way; it is
seen by two or more business or regulatory entities. For example, any or all of the fol-
lowing might view a document prepared by or for an exporter: foreign freight for
warder, U.S. Department of Agriculture, U.S. Department of Commerce, U.S. Customs,
ocean shipping line, foreign government import inspection or control agency, foreign
importer, foreign bank, and U.S. bank.

The word “documentation’
international trade documents.

few documents have been reforred to previously in this report. Included were
the following, in the order in which they were mentioned:

Acknowledgment of shipping instructions

Pro forma invoice

‘sometimes is used to signiy the preparation or use of

Sight or time draft

Letter of credit

Domestic bill of lading

Air or ocean bill of lading

arine insurance certificate

Only the last two of the above documents will be included in the following dis-
cussion, but several other documents that were not mentioned previously will be
described here.

Although a govemment license is not needed for exporting agricultural com-
maodities, there is an important statement that must be included on each of seversl doc-
uments. This is the destination control statement. The purpose is to ban export or re-
export of the commodities to certain countries. In early 1976, a suitable wording was as
follows: “United States law prohibits disposition of these commodities to Cuba, North
Korea, North Vietnam, South Vietnam, Cambodia, and Rhodesia.” This statement,
revised as conditions change, shonld appear on each of these documents: Bill of lading,
commercial invoice, and shipper's export declaration.

Bill of lading. A bill of lading is a document that shows that the commodity
described in the commercial invoice has been shipped and is in possession of the car-
rier. It will indicste whether the commodity has been received for shipment or has actn-
ally been loaded into a named vessel. An ocean or air bill of lading will be used,
depending on the kind of carrier chosen.

here are two basic forms. One is the “negotiable” or “order” bill of lading. The
original must be endorsed by the shipper before it is presented to a named foreign bank
for collection. It is generslly used with shipments involving use of sight drafts or let-
ters of credit. A common routing is from carrior to U.S. foreign freight forwarder to
exporter to bank to consignee.

‘Some techrics

B are dfined in tho appendix to the repot cited §
note 5. For example, see v Hefined oo n foot

articular average aa dofined thorein.

ne insuranco tarm;
neral average” and "
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Th othas form is the nonnofotabs o “sxighe” bil oflading. This must be
ent by ihe carie ‘tzaight” o o named consig

“clean bil of ading” dacs mol have any dverso notations made by the carrier
celting to the condsion of in commedity et Nomml ounro s i oo
isaccepatle

¢ “destination control statement” must be on eech bill o lading—domestic as
el as for coean and ais shipmencs 1o el doogrations

ne peculiarity of the ocean bill of lading is that there can be as many “origi

nals” as the buyer requests. In the event there is more than one “original,” extra care
must b taken with respect fo handling and distribution of all riginals.

Certificate of origin, In some instences, an exporter may be required to presont a
conifiate of orgin, Thisis s documan ths cerifo Ut the ammodity oriinatedin
the United States. The principal reason for requesting this certificate s that it enables
the importer o pay somothing less than the maximm imporl duty. Thia fs possiblo
however, only where and when the commodity from the United States can onter at
lower rate of duty than that for the sem kind of commodity from another country.

Commercial invoice. A commercial invoice is an itemized account, prepared by
the exporter for the buyer, that specifies the kind and quantity of commodity shipped,
national origin of the commodity, mode of transocean shipping, vessel loading date,
export markings used, destination of shipment, delivery and payment torms, desti-
nation control statement, and prices, discounta and otal smount of monoy duc to the
exporter. 1t also includes the name and address of the shipper and of the consignce
(buyer or his agent), and reference numbers and date of salc. It is a request that pay-
ment be made.

If a letter of credit is involved in the sal, reference to the bank and pertinent
number must be given.

Special requirements of the importing country must be met. For example, these
may include a notarized signsture of the exporter, or & vise clearance obtained from o
resident consul of the foreign country.

onsular invoice. The consular invoice is o speciel document that may be
reuired by a fociun, government, especielly no i South America in addition (0 e
commercial invoice. The information required is similar to that on the commercial
invoice, but an official form is used and the information must be given in the language
of the foreign country. It is then visaed by the resident consul of that country, Extraor-
dinary care must be taken to avoid changes as well as crrors.

Dock and warehouse recoipts. A dock or warchouse receipt Frovides confirmation
of delivery of the commaodity to the designated location. In the case of a salo on £.a6. or
£o.h. delivery torms, the buyor may request these cocuments in order to bo sure the
commodity will be on hand at arrival of an ocean o aif carrier an which he has leased
PR spection cortficates. An inapection certificate provides assurance to the buyer
that the commodity met certain requirements prior o locding for cxport. Thero are
saveral kinds of these nspection corificaton. Tar exampl, o healh ccsticate moy
show that  dainy beeding bull s healihy,  gin inpecion ariete muy indicnc
that & shipmant of grain mooks cartain minimiun slandards, & phytosanitary
iy aswute the buyer that  shipment af fesh carats m e o spocihud hsenes
and a grade certificate may cortify that the meat in & shipment of (rozen, dressed
broilers meets U.S. standards for a specified grade."

nspection aperations of sovert
U, Dephriment f Rupurtors snder = schrses Rowtones

mentioned previously in the xection on the
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Other inspection certificates pertain to the area of production rather than the
condition of the commodity ifaelf. For example, a certificate may asaure the buyer that
& sow for breeding originated in an area free of hog cholera, or each root in & ahipment,
of horseradish roota was produced in an area free of Japanese beetles.

Marine insurance certificates. In a sale on c.if. delivery terma the exporter must

tain marine inaurance on the cargo shipped. The insnrance certificatea—nenally two-
—indicate the kind and amount of coverage. They are negotiable and hence must be
endorsed before they are submilted to a bank along with other docaments.

Packing list. The export packing liat is a detailed, informative document that
must be prepared with care, It lists all packages and containers included in the ship-
ment, Theee may include consumer-size and larger bags, boxes and cans, or bales,
crates, and drum

The liot provides the net and gross weights of each package, the measurements of
each package, and the cubic feet of space required for cach package. It may be neces-
eary to provide the dimensions and weights in terms of the metric aystem or gome other
syatem used in the foreign country of destination.

‘Shipping marke should be illustrated.

The packing list has two uses: (1) as a basis for calculating the cnbic epace
required for shipping; thie calculation is made by the expoﬂex’a shipping department or
o forgn foight forvarder, and (2) as » cheeliat fo be cortain the cargo received o as

described on the list; such checking ie made by mpmuncauves of the carrierte), port
autharitn ot the oading port, customs officiale at both the U.S, loding port and the
foreign port of destination, and

hipper's export declaration, The shipper's export declaration ia an offical Fod-
eral Government fomn. 1t must be complete for every export shipment of every com:

1t serves as the export administration document for moving a shipment
tarough U.S. Cretom,

e commadity is identified on the form by a special “Schedule B” number that
facilitatea tabulation of information for statistical purposes.
The rovides for certain other information, including the kind and guantity
of product, foreign deatination, name and address of buyer and of aeller, and the dea
nation control statement.

Miscellaneous, Thero ace oher documento that may be needed. An example o a
pier delivery permit to provide for use of a pier at a U.S. loading port. A competent for-
g Cight formander o famlia with ol st docch

There aleo are import permits and Jicenses and foreign governmental reporting
forme, that are the responaibility of the importes

CONCLUSIONS

Continuing increases in (1) the number of people in the world, (2) the combined
pnmhssing ower of these people, (3) their ability to pay for commodities needed for
saried a ba]nnaeu diets, and (4) the production capability of American farmers, all
nnggext thm our exporte of many agricultural commoditiea will trend npward during
the yeara she:
ncreas ned export sales thtuugh all marketing channels mean gream! net incomes
for American farmers. This ie the result of (1) raw or finished product pricea overseas
that mhlghzr than domestic prices, (2) higher raw material prices in this country ag a
result of moving more nf the aupply off the domestic market, or (3) lower average farm
pmdncuon and marketing costs accompanying a greater vnlume of pales from farma at
wricescqul 0 or above the lovels that otherwise would srevsil
ased export sales throngh coopersiven can futher increase monciary
roturns e e oo vide
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farmers to share in the net margins of the export business.
ome farmer cooperatives have highly successful export programs. They have
demonstrated that it is possible for couperatives to be as effective in export marketing
any other kind of business entity. Nevertheless, most cooperatives would be well
advised not to enter into export marketing—at least on an independent, solo basis. The
kind, quality, or small volume of commodity; competitive conditions in forcign markets
¢ that commodity; limited financial resources; lack of management capability to
adjust quickly to the special challenges of exporting; or other factors may preclude
development of a successful export business.
et the export market is a large and growing part of the total market for many
agricultural commodities produced in this country. Sales to foreign markets may
enlarge opportunities for increasing net returns to producer-members—and this is the
ultimate goal of each farmers' marketing cooperative. Thus it surely is in the best
interest of American farmers for more cooperatives to consider carefully their chances
for earning and holding a part of the agricultural export business—and to act accord-
ingl

"As we look at the written and unwritten records of the past, and the lessons
learned, we can see that there are certain basic elements of success in exporting. Some
are familiar to cooperatives with well-established domestic marketing programs. Other:
are unique to the export business.

As we look to the shadowed and partially uncertain future, we can see that the
likely will be new opportunities for some farmer cooperatives to launch or to expar
successful export marketing programs.

First, a look at the basic elements of a successful export program. Next, a look
some of the new export opportunities unfolding for cooperatives.

Basic Elements of Success

While conditions vary according to commodity, valume and maket, certain
ments of success must be considered by all exporting cooperatives. Others are of spe:
concern to cooperatives exporting foode.

c basic elements should be considered before a cooperative decides to inve
time and money in a new export program, They also may enter into periodic reviews ¢
an ongoing program.

For All Cooperatives
e are the clements of success—expressed as positive actions or atti

'hes
Ludes—thst should be adopted by decisionmakers and staffe of all exporting cooper-
atives:

Recognize busic business principles and management functions. Like a
domestic business, an international business must sdhele to sound principles and prsc-
tices. All linating, motivating, and
controlling—must be lmderskmd and per(urmed !(flcumly The cooperative’s adminis-
Lmhve staff must have the competence and authority to make important operating
decisions, while the board of directors must maintain basic control of the business.

2. Define legal mpnnsnb;lmes This must be done in writing before any kind of
business function is performed. This applies to the articies of incorporation and bylaws
of the cooperative and also to any legal documents—such as & sales agreement with a
buyer—that arise from participation in the export business.

8. Select economic objectives carefully. Promotions] and sales efforts should be
focused on commoditics and markets that have real export potential. The selection of &
commodity depends in large part on the market to be served—and vice versa. Research
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studies conducted by or for the cooperative can pinpoint export market opportunities
for the commodities it handles. For cach potential markst, management needs to know
the aupplydemand siuation, the nature of distrinution channels, and lochl businass
cu!wms nnd procedures,
mmit necessary resources. In the short run, it usually is desirable for a coop-

eativ U onte ks ocpanting vy smutously and carofuly. In the long run, 1 will b
necessary to devote coneiderable money and manpower {o an export program if it is to
operate successfully on & continuing

5. Acquire the special skills of expon marhetmg Few cooperative members and
staffworkers have the necessary training and experience to handle an export mar-
eting program. The number of persons needcd, and the number of work areas in
which competence ia required, will vary according to the size and complexity of the pro-

But expertise in exporting must be svailable in some way, at least on  parttime
basi for v the st limited program,

In all ive, the general man-
ager usdmnnally serves as a “jack- afaumm:' out n 5 associndon with a sizablo
export program, en adwinistrative team is needed. This may include not only
department, heads for such functions as accounting, processing, transportation, docu-
memuon, market research, and export sales but alsn a director of marketing.

7. Remember that export sales are made to and by people. Personal contacts
between staffs of sellers and buyers are necssnry m develop a high degree of trust,
relisnce, and understanding. As a result, errars in offers and mlsunderﬂandmgs abont,
terms. a! sale can be minimized, and consummation of sales expedited

mplete necessary planning prior to each sale. It is not possible to anticipate
all pmhlema that may arise in an export sale. But a thorough job of planning prior to
negotiations can greatly reduce the number and impact of such prol

9. Allow flexibility in planning and opemtmm This is the way to meet new prob-
lems and take advantage of new opportuni

10. Select dependable, financially mmi ‘honest buyers. Financial information
should be obtained from banks and financial service institutions. Additional infor-
mation with respect to & buyer's relinbility for payment and performance should be
obtained from other persons “in the trade.” The ease or di(ﬁcuhy in making a selection
tends to very greatly from one marketing region to anof

11. Expedite the /low of information to and from /aralen 'markets. A regular two-
way flow of information between & cooperative and its foreign representatives and
buyers will help bl ssle;, The cooperative can report on changing supply conditions
and respond promptly to inquiries from buyers. The foreign representatives and buyers

n kecp the cooperative informed about changing market conditions overscas. A con-
Siuous fow of market intelligence reports, to tell what is huppemng and what is likely
happen in & market, is a prerequisite for success on a larg!

. Maintain uniformity in quality of product. If the quumy of a commercial ship-
ment fa:le to equal or better that of an earlier sample shipment, it may be rejected by
the buyer. It is costly to divert a commodity to another foreign market or to destroy it
oversess. In all csses, a commaodity sold for export customarily travels for a longer dis-
tance and time than a domestic shipment; opportunities for product deterioration are
increased. Competition in many foreign markets is keen in terms of guality as well as

rice and servi

13. Recognize and comply with quality, labeling and other requirements of for-

elgn governments, For exsmple, some restrictions on pesticide residues and other chem-

icals in egricultural commodities going into West Germany and Japan have been par-

Goulaly stringent caapemnm can and do meet such requirements, but import
clearances are not sutomatic.
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14. Meet the special problems involved in intemational transportation. Whether
it ships by air or surface vesscls, a cooperative engaged in delivering commodities ovor-
sons becomss involved in a world of transportation that diffes from the domestic
acene. Every opportunity to cut costa without, impairing the lev hothor
booking apace for a small shipment or chartering an entire erselatioca shamcen
realizing a net margin on an export sale.

. Comply with the detailed provisions of each sales contract. Foreign buyers
usnally are very particular about this. Any U.S. exporter must expect to live up to all
terms of auch contracts.

16. Appraise, and reappraise, facility needs in the light of changing conditions.
For example, a country collection facility may be no longer nceded. Or the feasibility of
access to a certain decpwater port may change ss the result of higher or lower rail or

arge rates, or improved highways. It also may become practicable to own or lease
atorage space overaeas to facilitate distribution of the cooperatives commoditiea when
the total volume justifies relatively small and frequent deliverics to buyera
nduct the export program as a continuing buciness. All foreign importers
realize that weather and other production factors cauge fluctuations in supply. The
truly dependable importera seck U.S. suppliers who are interested in maintaining over-
scas markets rather than just dumping excess suppliea in times of domestic aurplus
The buyer, as well as the scller, must have a net operating margin over time if he is to
stay in buainess. This means that a U.S, cooporative interested in a continuing export
program must not only have dependable sourcea of supply but also allocate a part of its
Volume to foreign markets when supplice are short.

18. Attend to details. Meticulous handling of dotaila is neceasary in any business,
but it is crucial in exporting. There are more details to consider, and errora can be more
costly because they are harder to rectify due to the distance and other factora involved
Al export cost items muat be checked and rechecked to make certain that tone have
been omitted or miscalculated when developing o sales offer. Aleo important are pro-
visions of sales agreements, arrangements for product preparation for export, inland
and international tranaportation, documents, financing, and ineurance,

19. Recognize that it is not possible to have a net margin on every export sale.
Management—which includes the board of directora as well a6 top administrative
employeos—must realize this. Some peraons figure on the average for dnmeuhc salos
bk expecta nek margin o every export shipment. T ust doer't work that

o et the epoperative's members know what they get for thir money. Lffective
‘methods of communication are needed to inform members sbout the henefits, successes,
and failurea of their export programe. They do not. need information on every sale, but
they do need to know how exports fit into the total businese of the cooperative.

For Food Cooperatives

Certain additional basic elements are involved i n auccessful exporting of raw or
processed food products. These elements have leas bearing—or no bearing at all—on
the exporting of bulk commodities. Here are some of the ‘most important:

1. Accept buyer’s preferences, to a considerable extent at least. These preferencea
may pertain to the composition or condition of the product, uniformity of the product,
quality tests, the quantity of product in a bag or other package, kind of packaging,
labeling of cans or boxes, and general way of doing business.

. Be an innovator. New products, packoging, nervu:en, or methods of handling
products can create or build bueinees. It is necessary to mect changes in the market-
place and even to make changes. The general rule is to acaept buyer's preferences; suc-
ceasful innovation is likely to be the exception—but it can pay off.

8. Develop a produet line. In the shoxt run, it may be well to begin in an overseas
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market with & fow carefully selected products. In the long run, a complete line of prod-
ucLs ‘may be best. For example, brand names for foods tend to be even more important
in Western Eumpe duun in the United Statee, so the advantages of a line of products
arcgreatin that
4. Grant zxdusthy to an importer, if necessary. If an importer is to invast in

the promotion of a given product under the U.S. cooperative's brand name, he wants
magnnahh assurance that he will be ble to handle the sales resulting from his offorts.
He wants to be the eole distributor for the branded product in a specified marketing
area. Hnwevex, exclusivity should not be granted to an importer who does not have reg-
ular contacts with many large-volume b\wem in the foreign market's distribution sys-

™ 5. Engage in overseas an help
an imorer ndessand iy 1oty 1 o <sond g Tor B ol o e
mate users, it can help him make sales to those users. Some foreign importers and
cheinatore organizations arc prepared to do a great deal with respect to advertising
and merchandising foods. In some cases, the cooperative or its export sales repres-
entative must provide sales materials and general assistance with promotional cam-
paigns. Some of our larger food exporting cooperatives participate in or actually con-
duct advertising cempaigns in foreign markets. For a cooperative of any aize, prompt
chipment of commodides of the kinda and volame s0ld is 8 basic part of its follow:
through to export eales agreements.

Some of the five elements just identified may be beyond the scope of operations
of an individual cooperative, Not every cooperative ia in a position 1o develop a line of
brended food products, for example. Yet such instances present challenges for
expanding marketa by greater coordination among exporting cooperatives.

New Opportunities for Cooperatives

We do not know for certain what the future will bring, either tomorrow
years hence. Yet planning well for the future ia one of the principal keya to business
success, in exporting as well as in domestic marketing,
cooperatives that will export large quantities of agricultural commodities

during the 1980's are existing associations whoae leadera are planning for that period,
or they will be new associationa developed to meet new challeng

Cooperatives now handle substanial ehares of the expori volumes for corain
commodities, primarily thoe of relatively low volume in terma of the total agricultural
export outflow. For cooperativea to earn greater shares of the total eales of the large-
volume export commodities will require careful timing as well as attention to other
facets of planning.

Individual Cooperatives

The basic challenge to an individual cnnpernhvu that seeks to become more effec-
tive in export marketing is the need to build an appropriate export structure. This
requires weaving the interdependent elemente o( export marketing into an integrated
economic unit. Coneideration must be given to organizational atructure, management,
expentise, volume, facilities, and other guch clemen

Few farmer cooperatives have been able to meet this structural Lha[lenge fully
and effectively in the past. It will pose more difficult problems and be of increasing
importance in the futu

Here are some specific ways  farmer ooperative can oxpand or improve ita
expnn marketing program during the next dec:

1" Capitallze on opportunitica for greater exports of thaso agricultural com-



moditics, such as feedmeals, for which our country has a comparative advantage in
production and our export capability is great.

2. Export more highly processed foods—dried, frozen, or concentrated—to reduce
air and ocean transportation costs, preserve quality from farm to table, and capitalize
on our mhnulomnxl copacity.

3. Acquire greater cxpertise in transporting commoditics between U.S. and for-
cign po.ua both by sea and air, and in utilizing the diverse acrvices available.

cek ways to reduce transporiation costs by decreasing the number of times a
commedity 1 handled, the time apont in transit, and losses due o product deterinration
and thef

5. Begin or increase conversion of weights and measures information given on
packaged goods from the English method to the metxic system, and use applicable for-
eign languages on more labels and packages.

6. Devote more time and money to overseas market reacarch, tailored to the indi-
vidual needs of the cooperative, to center sales cfforts in forcign markets that have
great potential for commodities handled by the cooperative—and to avoid forcign mar-
Kots without auch potential.

7. Investigate poasibl v using forcign “free ports” and “free trade zones” to
minimise duty payments and o facilitate distribution in small lots throughout an area
after completion of an overscas shipment.

8. Dovelop closer working relations with forcign agents and brokers, with more
ropresontatives retainod on an exclusive basia for specified commoditcs.

9. Develop relatively long-term sales contracts with sclceted forcign buyers to pro-
vide greater stability in terma of markets for the cooperative and supplica for the buy-
ers, an ceonomic justification for tailoring the cooporative’s supplice t the nceds af for-
oign markets, and some flexibility with respect to volume, prices, and monetary
exchango sates

10.

velop foreign subsidiarica to perform one or more marketing fuactions such
os wollng, smrmg and diatributing.

hip unprocessod foods or foeds to yelocted furen countrics and become
mvulvcd it processing function in those countrics, where feas

2. Explore opportunities to increase sales to Western Furope ond Japan, and
also g!ve greater consideration to opportunities in Latin America, Occania, Eastern

furope, the U.S.8.R., the Poople’s Republic of China, and the oil-exporting nations.

13, Allocate more time and offart to export markoting atrategy, the art of devising
and employing detailed plans or schemes to achicve specific goals in export marketing
that willhlp mximizo the net margin for the cooperative's total business.™

14, Provide more technical information about exporting to cooperative directors,
not o cover all of the numerous technical details but to help them goia a basic under.
standing of the characteristics of the export trade and thereby help them make intel-
ligent policy decisions.

Another important way for a cooperative to expand or improve ity export mar-
keting s to pool its resources with other farmer cooperatives o provide for joint han:
dling of export problems and opportunities that are common to more than one associ-
ation. This will be distnasea in tho nex t aeation of this 7cport.

\Market reseaseh provides o body of information Uiat 1w used 1 ervatiog marketing stratogies in
much the sime way as camont, lumber and other b e conmtauet @ hou
st ncrdonis rovded by rseuty s evalotion et or e, o b by
oot o form planmd TRFkeing siralesios for (il s e o i i, 504




Groups of Cooperatives

The basic challenge to a group of cnopcruuvas that seeka through joint action to
become more effective in export marketing is to overcome the present structural
problem of fragmentation. It is not enough o ‘groups of producers to join together to
form cooperatives. The cooperatives muat also join together to obtain a scale of oper-
ationa Targe enough o pormit producors {0 have affectvo represeniation in the markel.
place. Most individual cooperatives do not have the volume, expertise, or organizational
configuration needed to export effectively on their own. Many competing suppliers, in
this country and others, now are of such size and capability that they dominate inter-
national trade in most major agricul tural commodities

The next decade may bring & substantial increae in the number and influence of
export marketing programs that involve two or more farmer cooporatives. Economic
pressure in the will force of largor and more
effective cooperative export programs. Coordinated, joint efforts are one way to gain
competitive atrength.

Sheer size is never the sole dotermining factor for officiency, hut maximum effi-
ciency in exporting usually ia impossible without a relatively large volume of businees.
The leaders of many cooperatives need to consider carefully whether they can do a
better job of export markeung collectively rather than separately. A study might lead
to partial coordination of certain activitios, a complote merger of asgociations, or some-
lhing in betw!en these extremes.

torm “specialized export cooperative” ag used herein ia defined aa follows:

lized export cooperative is an association formed to pmvlde spev:lﬁed

export maxkenng services for the mutual benefit of its m ch member of the
association is a farmer cooperative that relains its corporate entity; it may ot |ndepen»
dently of other members with respect to any matter not directly related to export mar-
keting. Control, risks, expensee. and net marging or losses are shared among members
accnrdmg to prior agreeme

s orgecicatiomal atructuzes of epecialized export cooperatives vary according to
the ﬁu.euons, services, commodities, and other factors involved.

Any multicooperative venture involves new risks as well as new opportunities.
Many persons prefer to keep what they have rather than face further uncertainty. Yet
the specialized export cooperative approach seems to be especially promising as a way
to achieve further progress in export marketing by cooperatives.

Eesentially all of the potential advantages of a specialized export cooperative
have their genesis in the inherent advantages of one large volume of business over a
group of unrelated and uncoordinated small volumes of husiness. Here are some of the
most impnm;nc

1. Lower average costs per unit of pmduct snld

2 More and better services to fore

3, Larger volumes of product avsu.lahle o uyera Interestod only in larga volumes.

4. More packages, packs, and products availahle to buyers desiring a product line
or dlﬂ‘erent pncks for different sales outlets.

. Greater bargaining power in negotiating for top price.

6. A more complete “package” of services for member uummnhnne, including
such thlngs as product quality control, export financing, cost accounting for export
operations, legal services, market and markennz research, central billing and recorda
for export sales, a joint brand, promotion and sales materials, overseas advertising
campaigns, foreign market development activities, and procurement of shipping apace-
~—whether fm‘ space on a vessel or for chartering an entire veagel.

7. Lower total investment by of the member associ in
termaof maney and manpovwer, to sbiain eHicincy in export marketing.
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8. Ability to hire and mawntain a competent staff with sufficient expertise in all

phases of exporting.
. Greater assurance of being able to continue to serve foreign buyers when
roduct suppliesare low, and to incrsase xport ssles when product supplic o high.
10. Wider product recognition among foreign buyers by using a single brand
PEME 1. Greater flow of maske information—market intlligence—Lo and from for
eign repymwnmuvcu and buy:
2. Increased op))m'tumhm for cﬂnshuthng export marketing strategies that are
bcchmcnl)y sound and economically effect

Potential disadvantages in a spemuhzuj export cooperative include the following:

. Less local control over decisions made in export msrketing of s member coop-
ernleq s prndncts. as a result of delegation of authority to the export cooperative.

2. Less flexibility in a memher cuopcrnhvs s exparL operations.

3. Less opportunity to manipulate the of sn export stsff snd facilities to

comply with changing domestic supply- -demand conditione, (This csn be a msjor con-
sideration for a member cooperative interested in irregular foreign ssles made to clesr
the domestic market of periodic surpluses. It is not a factor in a continuing export sales
program.)
4. Loss of investment in & brand name owned by & membr cooperative. (This
assumes sale of branded products, previous use of a brand name for exporting by the
membor associaton, and n dcisicn by ull members i ctblis o aingl brand namo
for exports of products from all member assaciations

5. Loss of time that is required for ontinuous coordination of efforts by sl par-
ticipating member nssociations. A sense of frustration may develop ss a result of the

need to take enough time to reach a consensus before action can be taken.

The specialized exp n eﬂupernﬁve approach to exporting s no panacen and is
5. Leaders of each member cooperative must be convinced
that thy can do o betior ob of export markeling colletively rathor than separatel;
there must be appropriate product mix; geographic locations of supplies, processing and
storage facilities, transportation facilities, and port loading facilities must permit effi-
cient handling; competent staff persons must be avsilable; sdequste sources of capits|
are essential; producer-members must be informed and in support of the proposs}; each
sssociation must be prepared to bear its share of the financing snd to supply for export
& specified minimal percentage of volume during yesrs of short supply.

Nevertheless, the potential advantages of a largescale export business are so
great that more cooperative leaders should consider formation of specialized export
cooperatives.

There are various alternatives for development of a specialized export cooper-
ative. For example, it might be formed to achieve one of the following abjectives in
expm'i marketing:

"o markst one or more selected commaditio; that i, aither a singlo o
modity, a mumber of hosoy volated commmadiionor 8 groun af ormodtes ot o
campnse & complete product line of foods or feeds.
' serve a sclected geograpbic area of the United States; that i, s production
area, o smee, a rogion, or o cooperative bank district.
‘o serve one or more selected foreign markets; that is, a large forcign port of
enty, 3 e counsy, o i ionss frcg sofion.

To illutrat, hero are o kinds of spcialized sxport cooprsivesthat might bo
established for specific purp

1. A nationwids, cocporative xport markoting proggam for s I of procused
oods—canmod, Saydaiog. and orios Ae compien o line. 5 povibe wels g0 10
selected countries and outlets; these might include, for example, cheinstore buyers in
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Weetern Europe, at least one large trading firm 1n Japan, and large-volume buyers in
Latin America. All products would be under one brand name and each label would be
printed in the language of the country of destination.

A multiregional cooperative export marketing program for selected fresh pro-
duce such as iceborg lettuce, radiches, carrots, peppers, lemons, grapefruits, and apples:
Solocted commadities produced in various geographic areas of the United States, har-
vested at progressively later times as the distance from the equator lengthened, and
marketed by farmer cooperatives, would be exported under one brand. The objective
would be to provide coniinuing supplies to each country of destination during the
monthe in which that country had little or no domestic production of the selected com-
modities.

In addition to considering epecific poesiblities such as those just mentioned, it
also is desirable to consider more fundamental classifications of specialized exporting
cooperativea. Three illuatrations, designed to provoke thought and discuesion among
cooperative leadera and members, will be preaented here. They pertain to a centralized
export markating coopeative, » centralized export servies cacperative, end o central-
ize

Clntrolived. export. marketing cooperative. “The term “contralizad export mar
keting cooperative” will be need here to identify & kind of centralized export cooperative
that would take title o the commodities supplied to it by other farmer-controlled cooper-
atives and perform the export marketing function. Such a cooperative could operate on
a regional or national basia.

Thia export cooperative wauld have complote authority for all export sale deci-
sions. Bach member cooperative would be under contract to supply to the export cooper-
stive a minimum proporton of tta volume of commodities of the kinds needed for
export

e export cooperative would oporste pao for cach major commodity. Under
each pooling arrangement, an advance payment would be made to each participating
cooperative, and later, the annual net margin would be prorated on a patronage hasis

Since the export cooperative could show mdu.r a net gain or loss, it would have
the usual incentive to operate at maximum efficien

exgort cooperalive would selct the Toreign buyers, handle all nogotiations
with buyers, sign the sales agreementa with buyers, make all decisions with respect o
which quantities of available commoditiea would be uged to ship to which buyers, hear
the reaponsibility for preparation and handling of all documenta needed, arrange for
financing and marine insurance, and bear the riak involved in collection of payments
for commaditiea shipped.

Bach member coaperative would be respaniblofor procurement of supplis o the
agricultural commodities necded, make sure they met the requirements of the foreign
buyer and hia governmant, delivor them toa. designated domeste shipping point or (0.8

8. air or sea port of embarkation, and bear the risk of a loas if the export cooperative
failed to realize aa much on sales ea could have been made from foreign sales through
some other intermediary or from domoatic sales.

Centralized export service cooperative, The concept, of a specialized, contralized,
export marketing servico cooperative also deserves conaideation by gruupe of cooper-
ativea with common needs and problema. Such an export cooperative could function on
a regional or national basis and handle the export apetations of local o regional coop
el‘atlves markehng se]acud comm

ratives with. loadars amxioue fo maintsin maximum  docisionmaking
authanly might fnd o centralised oxport service coaporativa o bé more lractive than
an export sales federation or centralized export marketing cooperative. They could con-
tinue to serve domostic marketa independently, in any case, but could use the export
aales cooperative for sales to foreign markets in & way that would combine a maximum
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degree of independence with subatantial beneia giding from greater efficiency in
exporting on a coordinated basis with other cooperative

Unlike the centralized export marketing cosperative, the centralized export ser-
vice cooperative would not buy and sell commodities. Instead, each member cooperative
would act as seler/shipper. The member association would sign the sales agreement
with the buyer, procure agricultural commodities as needed, make sure they met the
vequirements of the foreign buyer and his government, deliver the commodities to a
designated domestic ahipping point or to a U.S, air or aea port of embarkation, and
bear the risk involved in collection of payments for commaodities shipped.

The export cooperative would coordinate the export activities of all participating
‘member cooperatives. It would provide export management services that would enable
it to act, in effect, as the export sales department of each member cooperative. It voukd
select foreign buyers, refer sales inquiriee to members, handle negotiations with buye
develop the final terms of sale bebween o member cooperative and a foreign buyer; bear
responsibility for preparation and handling of documents needed, and arrange for
financing and marine ingurance when necessary.

The appendix consists of an illustration developed by the author to help in visu-
alizing how such a program might be worked out in detail. 1t invalves & hypothetical
situation in which local and regional livestock associations could use @ national export
service cooperative. The basic division of responsibilities detailed there has application
o opportunities for coordinated exporting of many olher sl commoditie

i for M ( farmer

ccoperahve leaders have long been interested in establishing mutun“y eneliial trade

ween agricultural cooperatives in this country and those located in developed and

developing nations. This hes been difficult, although American coaperatives have been

of significant help in siding cooperatives to organize and serve farmers in developing
countries.

Pethape a hold new course of action merita consideration. If we aseume that
(1) cooperatives (and other buyers) in developng countris coud and would buy more

m US. if they were able to export successfully
e of her- owny commoies an (5 & new ki . farmercontrolled cuoper
ative could not only provide agricultural commodities for export to foreign coop
{and other buyers) n developing countrice but lso could usit foreign cnopmum
(and other sellers) to export more of their comimoitie, then there is a way in whic
trade can be i ly and carefully, but sub-

stantially.
Theoretically, at least, a new U.S. farmer-controlled intemational trading caoper-
ative could be organizsd—poesibly under the Webd Fomerene Act—o do these things:

@ export agent for U.S. farmer cooperatives interested in exporting more
agricultural commoﬁhea to cooperatives (and other buyer) in developing countries.
Commodities included might be wheat, feed grains, soybeans, cotton, breeding live-
gtock, and aeeds.

. Act as import agent for U.S. farmer cooperatives intereated in purchasing agri-
cultural commodities and farm supplies from cooperstives (and nLher sellers) in devel-
oping countries. Commodities included might be fertilizer materiale, petroleum prod-
ucts, twine and cotton bagging, steel products, certain vegetables and preparations,
and certain fruite and preparations.

3. Act a6 export agent for conpemhves (6nd o'her wellm, to tl:a extent necessary)
in developing countrics by selling theb coun
Who wert ot located in-the United Staiss or the expomm{ country. The only “third
country” buyers included in thie arrangement would be those who could pay in US.
dollars,




Thus the US. international trading cooperative would deal with (1) US.
exporting and importing cooperatives, (2) cooperative and noncooperative sellers and
buyers in developing countries, and (3) cooperative and noncooperative buyers in third
countries.

The objectives would be to (1) foster two-way trade hetween U.S. farmer cooper-
atives aud their counterparts in developing countries, (2) assist U.S. agricultural
exporting cooperatives to increase their export sales volume, (3) assist U.S. farm supply
cooperatives o obtain needed commodities from foreign sources, and (4) minimize the
extent to which U.S. farmer cooperatives would become involved in international mon-
otary exchanie.

‘o the maximum extent possible, U.S. dollars paid by importers in the United
States countrics would be used to pay U.S. cooperatives exporting agricul-
tural commodities. Similarly, the foreign currency paid by the importing cooperatives
(and other buyers) in a developing country would be nsed to pay the exporting cooper-
atives (and other sellers) in that country.
would be no direct bartering—that is, an exchange of certain commodities
produced in one country for those produced in another—but the basic principle of
exchange would be involved.

1t would be a tremendous challenge to develop these arrangements. Foreign gov-
ernment restrictiona on trade and currency might make it impossible in some countrics.
Further, third country importers would provide the “balance wheel” for the operation
and sales to them could not be turned on end shut off at will.

new U.S. intemational trading cooperative would need a staff of experts. In
addition to supervising export sales and import purchases by U.S. cooperatives, the
staff would have to manage sales of foreign-produced commodities on world markets,
arrange for ocean (and possibly air) transportation of a variety of U.S. and foreign
commdities, and deal with (oregn currencies as well as UsS. dollars.
ia concept trade among may deserve
consideration in the fuure.
ral conclusion. 1t is always easier to talk or write about the desirability of
enter coordination of business nctivitios amoms cooperatives than it s to develop suc-

require greater coordination and joint ciforts by farmer cooperatives. Some existing
associations wil be abl to continue o export successfully on their own, but many of
hose mow exporting—as well as others that may entor inio exporting._shonld acch the
atrength inherent in united effort,
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APPENDIX: —ILLUSTRATION OF A CENTRALIZED
EXPORT SERVICE COOPERATIVE
This illustration outlines a hypothetical division of responeibilities between (1) a
apecialized, centralized, national livestock export service cooperative, and (2) each
member cooperative In’a group of local and regional associations that assemble lve-
atock from farma for sale in domestic and foreign markets,

a ibilities of ber C "
1. Supply monthly to Export Cooperative a roport projecting probable supplies of
livestock available for export during the noxt 3 montha. (Thia would be for infor-

mational purpodce and not be & commitment. by the Member Cooperatve)

2. Refer to Export Cooperative, for its conaideration and disposition, every export
salea inquiry received from any source,

. Sign a sales agreement with the buyer and bear all responsibility for compli-
ance wlhh the terms of that agreement that pertain to the seller.

4 Blgn » leterof cadly when needed, ond bear all responsibility for compliance
with the terms pertaining to the

T e oo vettocl . vetan it until the point at which the buyer takes
title.

6. Procure livestock in the numbers and qualities necessary to meot the apecifice-
tions in a sales contract. Obtain animals from membera usually, but make purchanes
from other producers or in the open market when necessary.

7. Handle asaembly of the livestock.

& Delive livestock to desgnated eir or sea portof ombarkation at time required
to meet terma of export sale agreement with buy

ear the lability for callecion of monios du for Uvestock ahulpud although
Export Cnopemtwe will assist in making collections when an

10 Pay such fecs/commissions 1o Export Cooperativa as were muthally ageed
on prior to development of the sale, and oa are conaistent with fees/commissions paid
by other Member Associations for similar sales.

of Export Ci

1. Coordinate the livestock export marketing activities of all Member Cooper-
atives.

vide ion to Member C ive on livestock market
conditions and developmenm in foreign countries.
elect potential buyers in foreign countrics, obtain credit rating reports and
other information related to their mtegrﬂy and dependability, and learn their prefer-
ences with respect to quantity, quality, et
4. Contact all interested Member Cnumrnuws to find out whlch are intercsted in
spocxﬁc inquiries or tendera received from foreign buyera, and at what prices and in
what volumes, (Information in offers !e:clved from one Member Cooperative net be
passed on to other Member Cooperativea.)
6. Allocate business involved in each sale to one or more Member Cooperatives in
the most prau.\cuble and efficient manner, based on all available information.

. Handle al with buyers, agencics, hanks. Fed-
eral Gnvemmsnt, pertaining d)recdy to udmmmtrauon of each export sale.
7. Handle neznunmns with bu;

8 Work with buyer to develop detaled terma of salo—including anima) specifica
tome, pricss, payment terms, and shipping armangements—end mutual undoraianding
of those



9. Determine what restrictions and requirements are imposed by the foreign gov-
emment in the country of dcsnmman. and make eure the Member Cooperative under-
uiande and complies wil

Develop a detailed Coat statement for Member Cooperative—prior to & sale—ta
cover nll marketing costs to be incurred by Member Cooperative beyond those involved
in nssembling and delivering animals to port of embarkation; statement to include
costs of animal inapection, feeding and handling of animala prior to embarkation, pre
aration and handling of documents, bank charges, and international transportation
and insurance if buyer takea title at a foreign port of delivery.

11. Arrange for financing of each sale, if requested by Member Cooperative,
through a U.S. commercial bank, bank for cooperatives, the CCC Export Credit Salee
Program, or through another institution or agency as needed.

12. Maintain an open cargo insurance policy for international shipmenta by land,
ocean, or air that can cover shipmenta made by Member Cooperative to foreign desti-

ation:

5. Develop needed businesa forms end for oach aal prepre certain Qocument,
such as pro forma invaice, commercial invaice, lettr of credit and shipping I
Handle certain documents, such as vaccination records, health cemﬁcutu
grade cemﬁcama and source of origin certificatea.

16, Utilize services of a U.S. forcign freight forwarder for preparing or handliny
certain documents (euch as overseas bill of lading and ehippers export delaraton)
and in making ehipping arrangem

16. Maintain close working relnhonehlps with the Foreign Agricultural Service,
U.S. Department of Agriculture, and regularly eceive pertinent infomation—including
export sales leads—from that Servi

17, Participate in promotional progeama (such aa foreign livestock shows, export
sales missions to foreign countries, tours made in thia country by forcign buyers, etc.)
funded in part or in entirety by the U.S. Department of Agriculture, when and where
desirable.



This port alovator ia located at Ama, La., and operated by the Farmars
and grains ara shipped to many distant parts of the world.

Export Company. Soybaans
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