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CHAPTER 3 -  TH E NORT H AMERICA N MARKETPLAC E 

Exporters to North America should view the marketplace in two separat e bu t interrelate d 
dimensions. The first is the business dimensio n —  how t o understan d th e market , ensur e 
product acceptanc e an d achiev e a n adequat e financial  return . Th e secon d i s th e 
administrative dimensio n —  ho w t o compl y mos t effectivel y an d efficientl y wit h th e 
import rule s an d regulations describe d i n thi s guide . I t shoul d b e re-emphasise d i n thi s 
regard that NAFTA is not a common market , an d tha t eac h country i s free t o impose  it s 
own import policies on non-NAFTA exporters . 

BUSINESS CONSIDERATION S 

The NAFT A marke t comprise s thre e countries , eac h wit h a  number o f distinguishin g 
characteristics including size, differing consume r preferences, cultura l orientation , climati c 
considerations, and purchasing power. I n the Unite d State s an d Canada , an d increasingl y 
so in Mexico, both consumer and industrial markets are highly competitive. 

Exporters approaching the North American market should be aware that while i t display s 
a number of similarities, particular i n the U S and Canada , many regiona l differences nee d 
to b e recognised. Fo r example , Mexico i s "young"  countr y wit h 70 % o f it s populatio n 
under the age of 30. In contrast, the higher age demographic profil e o f the U S and Canada 
embodies an active, older consumer group with muc h higher purchasing power . Th e larg e 
immigrant populations in the US and Canada also influence regional buying patterns. 

Overall, buyer s deman d product s a t lowes t possibl e price s accompanie d b y hig h 
functionality, hig h quality, reliability of supply, and quick response times t o problem s o r 
unexpected demands . Commodity typ e product s mus t fight  fo r recognitio n i n a  highl y 
competitive marketplace and normally must use distribution channels dominated b y large , 
price consciou s buyin g organisations . A  marke t characteristi c tha t i s mor e apparen t i n 
recent times is decreasing buyer loyalty. It is therefore in the best interes t o f supplier s t o 
keep i n constant touc h wit h thei r customers . Reliabl e communications an d read y acces s 
are a  must . Nort h America n buyer s ar e generall y ver y demandin g an d frequentl y 
impatient. Exporters must satisfy th e demands of such an environment, regardless o f how 
different i t may be from thei r own. 

In th e Unite d State s an d Canada , th e marke t i s supporte d b y a  highl y develope d 
infrastructure comprisin g state-of-the-ar t physica l transportatio n an d electroni c 
communications systems , advance d busines s knowledge , an d governmen t support . 
Exporters can and must use this infrastructure t o full advantag e to stay competitive. 
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Developing a  Market Strategy 

As a critica l firs t step , i t i s o f fundamenta l importanc e tha t exporter s t o Nort h Americ a 
gain a thorough understanding o f the targe t market i n terms o f its  size , profile , regiona l 
differences, longevity , an d financia l implications . Th e absenc e o f thi s obviou s action , 
either in whol e o r i n part , ha s bee n a  major caus e o f busines s failur e b y corporation s 
(some large and successful elsewhere ) t o achiev e a  successful, lon g term Nort h America n 
market presence . A  soun d marke t assessmen t ma y requir e th e assistanc e o f externa l 
resources experienced in identifying an d resolving relevant market and business issues. 

The conclusion of this research an d analytica l tas k provide s a n important decisio n poin t 
for th e exporte r -  d o th e fact s sugges t tha t furthe r expenditure s o f tim e an d money , 
followed b y entr y int o th e market , ar e likel y t o b e profitable ? I f so , th e secon d an d 
equally importan t activit y i s developin g th e marke t pla n —  th e establishmen t o f ke y 
business an d financial  targets , th e recognitio n o f risk s involved , selectin g th e righ t 
distribution channel , an d generall y detailin g th e action s necessar y t o successfull y 
penetrate th e designate d marketplace . Again , experience d assistanc e i n th e loca l 
marketplace is likely to benefit the exporter. 

We stress thes e obviou s step s becaus e they ar e often th e mos t critica l factor s affectin g 
the success of exports int o Nort h America . They ar e frequently als o the most neglected , 
as many exporter s believ e that thei r personal instinct s fo r th e marke t ar e goo d enough . 
While entrepreneuria l instinct s ar e indee d important , th e Nort h America n econom y 
demands that exporters have sound knowledge of their target market, an d a  clear business 
plan to approach thi s market. 

ADMINISTRATIVE CONSIDERATION S 

There ar e a  number o f administrativ e consideration s tha t exporter s mus t addres s a s a 
prerequisite to export development . 

Two points should be noted i n connection wit h exporte r representation i n the importin g 
country: 

the U S an d Canad a offe r a  wide variet y o f externa l busines s suppor t services , 
either genera l o r specialised , t o assis t exporters . Simila r service s i n Mexic o ar e 
adequate but  les s formalised . However , th e Mexica n busines s service s secto r i s 
rapidly catching up to that of the US and Canada; 
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although relationship s wit h agents , distributor s an d othe r externa l service s ar e 
normally boun d b y forma l contractua l relationships , thos e i n whic h ther e i s 
adequate trus t an d persona l goodwil l betwee n th e partie s wil l b e th e mos t 
mutually beneficia l 

Selection o f the  Righ t Distributio n Channe l 

There are normally three distribution channel options open to exporters . Thes e fal l unde r 
the following genera l headings, although they may be used interchangeably: 

Agent or Manufacturer's Representativ e 

Agents differ i n the extent of the services offered but  generally can be considered as acting 
in the role o f a  local sales manager for th e supplier . Agent s may sel l directly o r throug h 
distributors, dependin g o n th e product/marke t characteristics . Normall y the y ca n ente r 
into agreement s on th e supplier' s behalf . Agent s selecte d shoul d b e experience d i n th e 
product an d th e targe t marketplace , an d shoul d b e activ e i n assistin g th e supplier . 
Support activitie s ma y includ e makin g sale s calls , providing sale s leads , trainin g sale s 
people, and if necessary providing after-sales service . 

The usua l process i s fo r th e agen t to infor m th e supplie r o f eac h sale . Deliver y o f th e 
goods and invoicing is normally done directly by the supplier. 

Agents ma y b e compensate d fo r thei r service s unde r a  variet y o f arrangement s —  by 
straight commission, by retainer plus expenses, or a combination of both. 

Distributor 

Distributors ar e use d frequentl y i n th e part s an d accessorie s market . I n thi s cas e th e 
goods ar e purchase d fro m th e supplie r an d sol d b y th e distributor' s sale s force . 
Distributors ar e experienced in their marketplace an d maintain goo d product knowledge . 
They frequentl y sel l relate d an d possibl y competin g product s t o provid e th e ultimat e 
customer with the right level of choice. 

Broker 

A broker i s an intermediary, workin g in effec t fo r bot h custome r an d supplier.  Broker s 
normally request price and delivery quotations fro m th e supplie r but  ar e free t o accep t a 
competitor's bi d deeme d more acceptabl e t o th e customer . Arrangement s ca n frequentl y 
be made with brokers to take physical possession of the product and assume legal title. 
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Documentation 

An essentia l requiremen t fo r a n exporte r i s t o ensur e tha t produc t documentatio n 
conforms precisely to the rules and regulations of the importing country. Unde r NAFTA , 
documentation requirement s ar e clear and it i s customar y t o us e th e service s o f borde r 
customs brokers to facilitat e th e impor t process . Unde r Mexica n law , al l imports value d 
at more than US$ 1,00 0 must be handled by a Mexican customs broker. 

In particular , opennes s an d ful l disclosur e i s essentia l whe n issue s o f produc t cost , 
pricing, o r intellectua l propert y payment s arise . Custom s authoritie s posses s majo r 
review and enforcement powers . 

Taxation 

Tax regime s ar e countr y specifi c withi n NAFTA , differin g i n conten t an d rate s o f 
application. Busines s taxatio n level s in the U S and Canada may var y t o som e exten t b y 
state o r province. Mexican taxe s are different i n a  number o f respects, bu t ar e graduall y 
being harmonised in concept with the US and Canada. 

It is essential that exporters retain the service s o f experienced lega l and financial advisors 
on taxation matters. 

Product Certificatio n 

Product certificatio n b y independen t standard s bodie s i s a  wel l define d an d prominen t 
process i n the U S and Canada . Th e main objective o f these bodie s i s t o ensur e produc t 
user health and safety. More emphasis is now being placed o n ensurin g tha t product s ar e 
not only safe but are environmentally friendly , wel l designed, of high quality, reliable , and 
efficient. 

To avoid the charge of hidden trade barriers, there is a trend to one standard, one test , an d 
one certification mark. Already, a degree of integrated certificatio n i s operationa l betwee n 
the US and Canada, and standards organisation s i n these countrie s ar e now workin g wit h 
emerging Mexican certification agencie s to develop this approach further . 

The tw o ke y produc t certificatio n bodie s i n th e NAFT A regio n ar e Underwriter s 
Laboratories (UL) in Chicago and the Canadian Standard s Association (CSA ) in Toronto. 
Under NAFTA , U L an d CS A certificatio n ar e considere d equivalent , an d als o vali d i n 
Mexico. 
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It is in the interest of exporters, when product certification i s required, to obtain th e mark 
as early as possible. The optimum time to start the process is durin g the desig n stage . To 
facilitate certification , a  number o f optiona l approache s ar e ope n t o exporter s includin g 
on-site testin g conducte d b y th e standard s agenc y eithe r alon e o r share d wit h th e 
manufacturer. 

Buying organisation s i n Nort h Americ a ar e no w als o attachin g greate r importanc e t o 
products from  supplier s wh o hav e achieved IS O 9000 qualit y registration . A numbe r o f 
Standards agencies possess authorisatio n t o conduc t qualit y audit s o f manufacturers an d 
other suppliers and to award ISO 9000 registration. 

PRODUCT AND MARKET SPECIFIC ISSUES 

Section II of this guide discusses many of the above issues in greater detail. The individua l 
chapters tha t follo w o n eac h majo r produc t grou p include d i n thi s guid e provid e mor e 
information o n both busines s an d administrative aspect s o f exporting thes e product s t o 
North America. 

45 


	Chapter 3: The North American Marketplace
	Business Considerations
	Administrative Considerations
	Product and Market Specific Issues




