
%

Contents

Acknowledgements

Note

III

XV

INTRODUCTION

CHAPTER 1

THE MANAGER IN THE TRADING SYSTEM

The business firm and the trading system 8
The strategic importance of the regulatory trade environment 8
The hierarchy of international institutions in the trading system 10
Why do business firms need the World Trade Organization? 11
Preferential market access and the WTO system 15
Managerial concerns and the WTO system 18

The anatomy of change in international trade and regulation 20
Client orientation, technology and trade 20
The developing country firm and globalization 20
The emerging business firms from developing and transition economies 22
Managerial concerns with trade regulations 23
The business environment and developments in the WTO system 24

The opportunities and threats of trade liberalization 27
The winners and losers of the globalization process 27
The competitive exporters 27
The domestic leaders 28
Assessing the threats and opportunities of globalization 30



a

VI

Chapter 2
THE BUSINESS FIRM AND BARRIERS TO EXPORTING 32

Regulatory trade resistance and other determinants of success in exporting 32
External and internal barriers 34
Regulatory or formal (F) barriers to trade: the export manager’s perspective 37

Barriers to market entry 38
Barriers at the domestic border 40

Informai (I) barriers to exporting 41
I barriers and F barriers: a comparison 41
The characteristics of I barriers 43
Evidence of the effects of regulatory barriers 46

The individual firm and perceptions of regulatory barriers to trade 47
Managerial perceptions and corporate features 47
Managerial perceptions and mode of entry into export markets 49
Managerial perceptions and the export product portfolio 50
Managerial perceptions and the stages of a firm’s internationalization 51

Estimating the cost of regulatory trade resistance 54
Estimating costs: an example 54
Lowering the cost of regulatory trade resistance 55

A model of the interaction between an exporter and the regulatory environment 56 
The firm’s organizational structure and strategies 57

Operations management 58
The reactive strategy 59
The proactive strategy 59

CHAPTER 3
MARKETING MANAGEMENT WITHIN THE INTERNATIONAL TRADING SYSTEM 60

Export market choice and market contestability 60
Market access conditions and border measures in the export market 60
The competitive position of an exporter and regulations in export markets 63
Merchandise exports and national treatment 65
Trade in services and national treatment 65
Harmonization vs. diversification of national standards 66

Marketing mix and the regulatory environment 67
The export marketing mix 67
Marketing mix and regulation 69



9 a
VII

Product strategy and regulation in export markets 70
Product concept and product definition 70
Technical norms and sanitary standards 72
The ‘Made in’ rule and rules of origin 76
Intellectual property rights 77
Product liability and consumer protection 81

Pricing strategy and regulation in export markets 82
Incoterms and regulatory concerns in exporting 82
Taxes and duties 84
Value-added tax 88
Nominal and effective rate of protection 89
Rules on price competition 91
Dumping 92
Trade diversion and preferential market access 96
Indication of prices in export markets 97

Communication, distribution and customer services 98
Promotion and regulation in export markets 98
Customer services and investment policies 100

CHAPTER 4 
- - - - = = = = = - = = =

MANAGING REGULATORY ISSUES IN EXPORTING 101

Corporate structure for handling regulatory issues in international trade 101
Corporate structure and information flow 101
The firms internal customs services 108

Dealing with customs 111
The business view of customs 111
Customs documentation 114
The firm’s reputation and relationship with customs 116
Facilitation fees and corruption 116

Information search and marketing analysis 119
Market research on regulation 119
Preliminary market research and market access 121
Market research and import regulations 123
Market research on export pricing 124
Market research on communication and promotion 124



•as

VIII

CHAPTER 5

BUSINESS STRATEGY AND REGULATORY CHANGE 126

Strategic responses to trade regulation 126
Reactive strategies 127

Avoidance 127
Circumvention 127
Adapting 127
Appeasement 128
Good relations with the authorities 128

Proactive strategies 128
Public relations 129
Confrontation 129

Dealing with regulatory change 130
Responding to the new trade legislation 131
Opportunity and threat analysis of the trading system 132

Option 2 132
Option 3 133

Evaluating the probable outcome of trade negotiations 136
Business involvement in trade policy-making 138

Public relations and trade policy 138
Public relations and proactive business strategies in trade 143
The business community and trade policy decision-making 144

Business alliances and the WTO network 149
Business alliances and WTO 149
Public relations in the trading system 152

CHAPTER 6|

CASE STUDIES

Introduction
Case study 1: C-Products - regulatory concerns of a small business 
firm in export markets

Summary
Products and the company profile
Exports
Barriers to exporting
Case analysis

156

156

157
157
157
158
160
163



IX

Case study 2: Laktopol Ltd - responding to the changing international
food market 164

Summary 164
The dairy industry 164
The company profile 165
Markets for food ingredients 166
Regional trading arrangements and agricultural support 167
Customs clearance 168
Case analysis 168

Case study 3: China Tuhsu Yunnan Tea - marketing tea worldwide 169
Summary 169
Yunnan tea 169
The company profile 171
Export markets 172
Barriers to exporting and managerial concerns 173
What export strategy should the corporation follow? 173
Case analysis 175

Case study 4: CDA - an export consortium lobbying for market access 175
Summary 175
Product 176
The Canadian alfalfa industry 177
The export market 178
The export marketing role of the producers’ association 179
Monitoring regulation in export markets 181
Responding to regulations in export markets 183
Case analysis 186

Case study 5: SOTIB - exporting textiles from Tunisia 187
Summary 187
The company profile 187
Market profiles and market access 189

Domestic market 189
Markets in the Gulf and in North Africa 189
The European Union market 190

Considering business strategies for the future 190
Case analysis 193



X

Case study 6: Intergum - marketing mass consumption goods globally 193
Summary 193
Business development 194 
Product portfolio and the company vision 195 
Positioning and marketing strategy 196 
Export strategy and mode of entry 199 
Brand promotion and export 202
Export development and corporate structure 203 
Intergum exports and regulatory barriers to trade 204
Case analysis 206 J

BIBLIOGRAPHY 209

INDEX 217

BOXES
Chapter 1 ■
1.1 The hierarchy of institutions in the trading system 11
1.2 Economic turmoil and WTO 13
1.3 WTO negotiations and the business community 14
1.4 Short guide to preferential trading arrangements 16
1.5 Developing and transition economies and regional trading arrangements 16
1.6 Why the WTO trading system is an area of concern to developing

country managers 18
1.7 Developing country governments are increasingly business friendly 22
1.8 ‘Reef of Brazil’ and the opportunities of globalization 23
1.9 Regulation in export markets: common shortcomings of managers 24
1.10 The business firm and its regulatory environment: what is changing? 26
1.11 Assessing the threats and opportunities of the globalization process:

guidelines for a business firm 31

Chapter 2
2.1 Determinants of export performance: major problem areas 33
2.2 Guidelines for a business audit on regulatory trade resistance 34
2.3 Regulatory trade resistance arising from external and internal barriers 37



XI

2.4 Regulatory or formal (F) barriers to trade 39
2.5 Barriers to exporting at the border of the developing country 40
2.6 An illustrative list of I barriers to exporting 42
2.7 Forces favouring the use of I barriers 45
2.8 Impediments to exporting: ranking 46
2.9 Perceptions of regulatory export barriers 48
2.10 Export growth and SMEs - 49
2.11 Managerial concerns and modes of market entry 50
2.12 Producers of food products, chemical products, express delivery 

services and pharmaceuticals: major regulatory concerns 51
2.13 Knowing how to deal with export regulations means higher profits 52
2.14 The joint export group 53
2.15 Costs of regulatory trade resistance in an export market: 

a managerial perspective 54
2.16 Managing regulatory issues in the export trade: a checklist of 

frequent managerial concerns 58

Chapter 3
3.1 Categories of export markets, by market access conditions 61
3.2 Export market selection and border measures: short audit guidelines 62
3.3 European Union: GSP graduation and market access 63
3.4 Exporter’s status with respect to domestic regulations in export markets 64
3.5 Textiles trade: a comparison of the impact of MFN and that of a 

bilateral arrangement 64
3.6 Questions managers should ask on domestic regulations in export 

markets 66
3.7 Marketing mix and the regulatory environment of a business firm 68
3.8 Product strategy: a checklist of frequent regulatory concerns in 

export markets 69
3.9 Product strategy and customs classification 71
3.10 Mutual recognition of testing and certification means less red tape 73
3.11 Increasingly strict phytosanitary standards in export markets: 

the case of seafood 75
3.12 Phytosanitary regulations and business services 76
3.13 WTO work on rules of origin 77
3.14 Kalbe Farma of Indonesia 79

1



XII

3.15 ‘Chimas whisky’ is not ‘Chivas whisky’ 80
3.16 Incoterms: costs and responsibilities to be assumed by the exporter

(selected items) 83
3.17 Taxes and duties 85
3.18 Frequently asked questions on tariffs and taxes 87
3.19 What is the Harmonized System? 88
3.20 Cocobut Ltd and the effective rate of protection 89
3.21 Dumping and export marketing objectives 93
3.22 Anti-dumping and countervailing actions taken against Brazilian

products, 1997-1998 94
3.23 Development in one region may affect business firms in third countries 96
3.24 The Internet and new business options 99

Chapter 4
4.1 How to obtain information on regulations in export markets 104
4.2 Hilti, Nestle and Novartis: corporate structures dealing with export

market regulations 106
4.3 CS Services International: a forwarder in a least developed country 107
4.4 Working with the customs administration in a least developed country 110
4.5 Red tape at customs 112
4.6 DHL and customs 115
4.7 Rent-seeking and regulatory controls 117
4.8 Corruption and public policy 118
4.9 National institutions providing marketing information and assistance

to exporters 120
4.10 WTO, ITC and other sources for market research 121
4.11 Examples of secondary sources of information on market access

regulations 122
4.12 Regulations in new export markets: essential questions 125

Chapter 5
5.1 WTO as a network 129
5.2 Confronting regulatory change: three situations calling for response 130
5.3 Responding to new regulations in export markets: the leading 

managerial concerns 132
5.4 An illustrative list of WTO commitments for progressive implementation 134



A a9a
XIII

55 Responding to new and potential regulations in export markets:
checklist of points to consider 136

5.6 Analysing the driving forces behind the harmonization of standards 137
5.7 Evaluating the probable outcome of trade policy decisions 140
5.8 Public relations and trade policy: a managerial perspective 142
5.9 Evaluating a company’s interest in a proactive PR strategy 144
5.10 Lobbying for developing countries in the United States: between

the President and the Congress 147
5.11 Lobbying for trade policy in the European Union 148
5.12 Lobbying for NAFTA 153

Chapter 6
6.1 Chronology of the development of the Amran family business 195
6.2 Consumer reasons for buying sugar-free and sugarless gum (1996) 197
6.3 Consumer reasons for buying sugar-sweetened gum (1996) 197
6.4 Consumption per capita: chewing gum and bubble gum (1996) 198

Figures
1.1 Market/competitiveness matrix 28
2.1 Classifying barriers to exporting 35
2.2 Interaction between an exporter and the regulatory environment 56
5.1 Developments in the trading system: an opportunity/threat matrix 135
5.2 Forces favouring diversity vs. harmonization of national standards 138
5.3 Business alliances and the WTO system 150
6.1 Corporate sales structure of Intergum 204


