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Unit 1: Routes to Market 

Introduction 
 

This unit will show learners the benefits of export. How to develop an export strategy, to enter 

the appropriate market place in a timely and efficient manner. The work will also cover EU laws 

and sample agreements. The learner will also gain an understanding of the various business 

relations they will need to consider and engage with, such as overseas agents, Distributors and 

Sales Team. The learner will also understand the importance of E-Commerce to export. 

 

1.1. Introduction to export as a Strategic consideration relating to market 

entry, market selection, barriers and insights 
 

1.1.1 Why companies export and the different markets available including direct and indirect 

export. 

  

It is generally agreed that companies which export are stronger and have a longer survival rate 

than those which do not.  

 

The main reasons why companies choose to export are to: expand their business by selling to 

new markets with an interest in their products, to build and promote their brands as part of an 

omnichannel strategy, to increase scale within their business through increased turnover (often 

leading to reduced production and operating costs), to reduce the dependence on their 

domestic market which could be shrinking, to build a business based on better and higher priced 

products than would be possible in the domestic market, to capitalise on markets likely to be 

especially interested in certain types of product, to build a global brand.   

 

There are many reasons why companies choose to directly” (sometimes referred to as 

“actively”, as there is an “active” decision to export). An example of this would be where a 

company sets out to engage with international retailers or distributors, through an agent or at 

a trade fair. There are also a number of reasons why companies export “indirectly” (sometimes 

referred to as “passively”, as their products are either being exported through third parties or 

where the company has stumbled into the world of exports through an activity intended to 
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support its domestic market.  A good example of this would be a customer buying a product at 

a shop or market in the EU and taking or shipping it home to say Japan, the USA or China, or 

buying from an EU brand’s domestic website.  In some cases, another example of an “indirect” 

export could be products manufactured for a third-party who intends to export them under their 

own brand. For example a number of Scottish cashmere companies manufacture knitted 

products for French or Italian “Luxury Brands”, which are then exported under the Luxury 

Brand’s name or fabric and yarn manufacturers selling their products to third countries clothing 

manufacturers working for a domestic brand that decides which are the suppliers to be used. 

 

1.1.2 How to seek a market and select it; market cultural and commercial issues, 

demographics, statistics and market size. 

 

It is true that a brand can sell anything anywhere – there will always be someone willing to buy 

at least one of a product in most markets. For fashion textiles producers because products can’t 

be displayed for the end consumer it may not be so obvious, however, exporters need to 

concentrate on markets which will be profitable and give them “scale”. Scale is important for 

brands, especially in the wholesale market but also for textiles as it informs where the company 

should concentrate its time, energy and resources for the best (and sometimes quickest) effect. 

Research is essential here and the internet makes it possible to do most of the research 

remotely. Visiting trade shows is also a very good way of conducting research.  

 

AUMA trade fair database Information on Trade Fairs in Germany and worldwide provided by 

AUMA, the Association of the German Trade Fair Industry, offering details on the events such as 

the dates, distribution data, statistics and information how to contact the trade fairs and event 

organisers: 

www.auma.de    

 

In very general terms, EU fashion brands tend to be sold predominantly in the established 

markets of Europe, the USA, Japan, South Korea and the Gulf as well as the “emerging” markets 

of China. The same is usually true for interior textile companies and designers. However, apparel 

textile companies are more likely to look countries where there is a strong manufacturing 

market, such as China, India or Sri Lanka. Again, in broad terms EU exporters tend to do best 

with products of high quality and design with a high degree of “added value”. This is because EU 

designers and manufacturers are unlikely to be able to compete with cheaper “high street” 

brands manufactured in Turkey, Asia and the Far East. 

 

http://www.auma.de/
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In each case, it is important to research the market, bearing in mind that demographics, 

statistics and market size alone may not be the only indicators a company needs to look 

at. 

 

a) Demographics 

Demographics are an important consideration for fashion brand companies trying to 

decide how to focus their activities and build a strategy. Disposable income, age and 

social class are all issues to be looked at.  

 

Disposable income is the one most companies research first but this needs to be seen 

in context alongside age group, local and regional tastes and attitudes, competition from 

other brands or products, the structure of the local retail market and attitudes towards 

E-Commerce.  

 

Age is an important factor in most parts of this increasingly fragmented market, both in 

terms of the products people buy but also who is buying them and for whom. Younger 

consumers are avid consumers of fashion press and information and have an appetite 

for what is known as “Fast Fashion”, with products produced ever more cheaply and in 

larger volumes, and the rise of major international players such as Mango, Zara and 

H&M. At the other end of the scale, the “Luxury Brands” such as Louis Vuitton, Burberry, 

Prada and Hermès now appeal to younger consumers in new and developing markets 

like China and to the 50+ “grey” market of wealthy retirees, especially in Japan and the 

rest of Asia. Young people in the mid-market are also major supporters of designer labels 

and “Ethical Fashion” which are the antithesis of “Fast Fashion”.  

 

Especially in the more established markets, parents and grandparents spend large 

amounts on products for their children and grandchildren, especially in Asia. Many of 

them are influenced by trends, social media and key influencers.  Statistically, the 15-

25s are much more likely to shop online, sometimes with the credit card of a parent or 

grand-parent. In China, under the “One Child Policy” there were typically four 

grandparents for every child, each looking to spoil their one special grandchild 

 

For textile companies demography does not play an important role since this 

assessment will be carried out by their potential buyer (fashion brands or garment 

manufacturers). Therefore, in the case of fashion textile companies, when deciding on 

a market what should be taken into account is the number of clothing manufactures or 



 

 

Developing New Skills for the Extroversion 

Specializations of Fashion Industry in Europe – 

EXTRO SKILLS 

Grant Agreement No.: 2015-1-EL01-KA202-013907 

Courses for VET EQF Curricula 

Intellectual Output 9 

 

 

 

5 
Erasmus+ Project: 2015-1-EL01-KA202-013907                                                                                                                      

 

This project has been funded with support from the 

European Commission. 

This publication [communication] reflects the views only of 

the author, and the Commission cannot be held 

responsible for any use which may be made of the 

information contained therein. 

 

brands already established in the market (whether or not they are producing in that 

market) and the quality of the manufactured products. 

b) Statistics 

Whilst most EU countries supply their industry with trade statistics on a free of charge 

basis, some countries, for example the UK, do not. Where government does not offer 

this, this industry trade associations or bodies have to resort to paying to research and 

collate this information and then make it available to their members only, some on a 

chargeable basis.   

 

Eurostat data (including Member States breakdown) are available free of charge: 

             Eurostat Database : 

             http://ec.europa.eu/eurostat/data/database 

             National Institutes of Statistics: 

             http://ec.europa.eu/eurostat/web/links 

             User guide on European statistics on international trade in goods: 

http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-

009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-

and-guidelines 

 

Whilst there are statistics available for many markets on the web, many of these are 

very expensive and, in some cases, they are either inaccurate or unreliable. It is also 

worth bearing in mind that many intra-EU “exports” are either not documented or they 

are not documented uniformly, whereas EU export figures to non-EU countries are more 

reliable. The Intrastat system (Intra-EU trade) should in principle be more reliable than 

Extratstat. It is closely interlinked with the VAT system relating to intra-EU trade to 

ensure the completeness and quality of the statistical data.This is because of the way 

VAT reporting within the EU affects what is reported through invoices, where there are 

now borders or customs to cross. For example, it is generally accepted that Ireland is 

the UK’s largest export market for fashion and that Italy is the UK’s number 1 market for 

Goodyear Welted Footwear but there are no concrete figures to prove this. Conversely, 

Italy is the EU export market leader in Japan, the USA, China and Russia and Germany is 

the second EU exporter to Russia and the statistics would prove this.   

 

             For more info on causes of errors in reporting: 

http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-

009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-

and-guidelines 

http://ec.europa.eu/eurostat/data/database
http://ec.europa.eu/eurostat/web/links
http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-and-guidelines
http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-and-guidelines
http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-and-guidelines
http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-and-guidelines
http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-and-guidelines
http://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/KS-GQ-16-009?inheritRedirect=true&redirect=%2Feurostat%2Ffr%2Fpublications%2Fmanuals-and-guidelines
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c) Market Size 

This is the most important factor to look at. The size of the market for particular types 

of product from the whole value chain at a particular style or price-point is a complicated 

but valuable piece of research a company should undertake. It is rarely available off the 

shelf and very little of this information is in the public domain. There are companies 

which will offer to conduct this research but most smaller companies have to resort to 

doing it themselves using a mixture of online desk research, libraries and in-market 

research and contacts. In most cases, nowadays, a brand should be looking to identify 

and map the physical and online locations where their typical customer is inclined to 

shop. In case of fashion textiles, should do the same with clothing manufactures and 

brands established in the market. 

Brands in high income countries are provable to produce in a third country, however, it 

is very likely that the decision to purchase the supplies that they will have to use for 

their collections is taken in the Headquarter. In other cases, the brand will have 

transferred the responsibility to look for the supplies to the producer in a third country. 

So it is important to find out what is the circuit used in each case to be able to make an 

effective approach. 

 

Especially importantly, the local demographic is often not the main focus for large parts 

of the market. Paris, Milan, New York, London, Tokyo, Seoul, Dubai and Hong Kong cater 

increasingly for wealthy international tourists rather than the local population and the 

advent of Social Media and E-Commerce mean that brands can now communicate with 

and sell to consumers on a global basis.  Brands now have to identify where their 

customers are globally and then put together an omnichannel strategy to reach them. 

Additionally, high duties and costs in some markets mean that the retail market may not 

accurately reflect demand. Good examples of this are Brazil, Russia and China where 

consumers are more likely to consider shopping abroad where there is a wider choice 

and where the goods will be cheaper.  

 

1.1.3 Understanding and gauging issues arising from international selling across the sector. 

Conditions and barriers that influence a decision for a market. 

 

There are a number of key challenges and opportunities for exporters in the industry. The main 

opportunities have been looked at in in previous chapters. This section looks at the challenges.  
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The biggest challenges facing exports in the fashion sector are: 

 

i) The Wholesale market model and the move towards Omnichannel 

ii) Pressures on cost in the fashion sector; rising costs of manufacturing and raw 

materials 

iii) Underinvestment and lack of access to funding 

iv) Lack of skills 

 

Let’s look at each of these.  

 

i) The Wholesale market model and the move towards Omnichannel 

Fifteen years ago, wholesale was the main route to market for most fashion brands. 

Companies produced collections which were sold to wholesale customers either directly 

or through intermediaries. Consumers went into “Bricks and Mortar” retail shops to buy 

the goods they wanted. Multi-brand retailers were the most significant route to market 

for new brands and designers.  

 

Nowadays, with the advent of Social Media, “Fast Fashion”, “Luxury Brands” and E-

Commerce/Omnichannel Retailing, the wholesale market has shrunk dramatically. A 

small number of brands and retailers increasingly dominate the high street with a 

dramatic reduction in the number and spending power of independent retailers. Larger 

department stores still exist in most countries but, to survive, many have switched their 

business model to eliminate as much risk as possible, resembling landlords and real 

estate companies rather than fashion merchants and taste-makers. Many now operate 

on Concessions or Licences and some will only take on new brands on a Sale or Return.  

Others, following the lead of US retailers some years ago, operate “Chargebacks” and 

“Rebate” to isolate themselves from losses in the event that they have to sell at a 

discount. From the retailer’s point of view this is their way of “sharing the risk of working 

with new brands”. From the supplier’s point of view it is the buyer effectively 

“abdicating” responsibility for their purchasing decisions and putting all the risk on the 

shoulders of the supplier. 

 

At the same time, brands can now communicate with consumers and sell to them 

directly. This was not possible even ten years ago.  
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In today’s world, therefore, fashion companies operate in a hybrid sales situation 

requiring them to develop an omnichannel strategy, with all the incumbent risks and 

new opportunities.   

 

This change from wholesale to omnichannel also effects the supply chain resulting in 

the need for more personalization of product and shorter delivery times. 

 

ii) Pressures on cost in the fashion sector; rising costs of manufacturing and raw 

materials 

Whilst the cost of living in the developed world has been steadily increasing for the past 

20 years, over the same period there has been a steady decrease in the unit costs of 

most fashion items. “Fast Fashion” now dominates most high streets and appeals to an 

ever increasing percentage of the market. This has put pressure on raw material costs 

and production costs which have soared. Retailers are reluctant to pass these costs on 

to consumers as they are worried that they will not be able to sell the goods in the same 

quantity at the higher price and most apply extraordinary (most would say 

“unreasonable”) pressure on manufacturers and brands to keep prices low at the same 

time as increasing their own margins to compensate for a lower volume of sales.  

 

This puts new companies under huge pressure to keep wholesale costs down but it 

potentially gives them the opportunity to work to higher margins themselves on their 

own E-Commerce channels, say 2.7 or 2.8 or above instead of 2.5 .    

 

Pressure to bring costs down on the high street over the past 20 years has seen most 

volume fashion production exported (known as “Offshoring”) from Europe and North 

America to countries like China, India, Pakistan and Bangladesh with huge job losses in 

the EU and the US. At the same time, whilst the cost of most household items has risen 

steadily over the period, Offshoring has had the effect of making fashion products 

steadily cheaper. However, that downward pressure travels down the chain and has led 

retailers and brands to become ever tougher on costs. With rising raw material costs, 

this pressure has been most acute on wages, leading to appalling and deteriorating 

working conditions in the industry. This culminated in the Rana Plaza tragedy in 2013 

when 1129 Bangladeshi workers were killed and further 2500 wounded under a 

collapsed textile building, the worst industrial accident in Asia.  

 

It is important to point out that there are still many yarn, fabric and accessories 

producers in Europe, for which the pressure on the price to which they are subjected is 
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often unacceptable. Thus many of these companies have opted for a product of greater 

added value (high end product) ensuring they do not need to meet the demands 

resulting from the fast fashion consumer. 

 

Rising fuel costs have also had the effect of increasing the cost of shipping from Asia. 

This, plus the fact that most Asian factories require large volumes in exchange for 

cheaper prices, has made flexible lower volume manufacturing closer to Europe and the 

US, including Turkey and Mexico, more attractive. “Nearshoring”, as this is known, offers 

brands the opportunity to commit to lower volumes which can be produced closer to 

the time the goods will be sold. This is especially important for smaller brands which 

may be required to produce stock to sell in their own stores or online.  

 

Concerns for the salaries and working conditions of fashion and textile workers and the 

ability to produce smaller quantities of products closer to home and increased interest 

in ethical and local manufacturing have created an appetite for  “Onshoring” whereby 

brands bring their niche manufacturing back to the EU and the USA. It costs more to 

produce these goods in the EU but niche quality onshoring gives far greater production 

flexibility and the “Made in Europe” label is especially appreciated in a number of Asian 

markets, including Japan and China, and the USA – for menswear in particular - where 

the goods can command a substantial premium. Some larger retailers initially tried to 

nail their colours to this mast to increase sales and others, are said to be committed, 

now, to ethical production and Onshoring where possible.   

 

iii) Underinvestment and lack of access to funding 

Although there are new larger industrial companies being created in Europe (yarns, 

fabric, finishing) requiring big investment. These are mainly experienced people from 

the same sector. 

 

The majority of small start-ups in the fashion sector fall into the “one-man band” 

category where one person or a small group of people form a company, operating at 

home. These businesses are often referred to as having been created “on the kitchen 

table”. They are usually based on a new idea or concept, or a specific design aesthetic. 

They are traditionally nimble and enthusiastic, often working without salary and making 

personal investments into the business but they are usually undercapitalised.  

 

Up to 80% of designer start up fashion businesses derive their investment primarily from 

friends and family and their own savings. Accessing finance is one of the biggest 
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challenges faced by the start-up industry as most businesses do not have the reserves 

they need to build the business. Most underestimate the cost of launching a collection, 

setting up a brand, launching a website and investing in infrastructure, PR and Social 

Media and they soon run out of money and start to look for external capital. However, 

banks usually require controls and private investors in the industry will not consider 

investing in businesses until they have a turnover in excess of £2m. Many investors are 

put off by the lengthy periods required in the industry for the initial capital to be repaid 

plus bonus. In some industries, the standard for this is 18 months. In the fashion industry 

the minimum is usually 36 months and higher.    

 

This situation and lack of investment and funding makes the brands extremely 

vulnerable. They often struggle to survive and manage their cash-flow.  Many do not 

have the ability to invest the money needed to build their business over the long term, 

especially in the omnichannel environment where companies have to be able to invest 

heavily and do everything, on day one, and do it well. Some will resort to Crowdfunding 

platforms and projects but the fashion and textile industry has one of the highest failure 

rates in this area and most companies find they have not raised nearly enough to raise 

their brand to where it needs to go.  

 

Ultimately, the companies which survive and flourish are those which are attractive to 

an investor. For this to happen, an investor is likely to look for the following: 

 

• Turnover either of £2m (some will exceptionally little as £600,000)  

• A unique product, image and brand 

• The brand must own all its Intellectual Property and Trade Marks, usually 

internationally 

• A proper business structure with at least 10 members of staff – no sleeping 

partners, investors or debt 

• A detailed Business Plan with Cashflow Analysis 

• Positive sales growth over a three year period 

• Directors and a team an investor can understand and relate to commercially 

with a proven track record of success 

 

 

iv) Lack of skills 

Quality Directors and Teams are essential. In addition to the lack of investment, many 

small companies suffer from a lack of skills. For any business to thrive, the following 
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essential skillsets need to be in place in the company, either through formal or reliable 

informal arrangements: 

 

• Product design/aesthetic  

• Branding and Social Media  

• Sales (including sales contacts) and Marketing  

• Business development and accountancy/cash flow  

• Textiles companies will especially need a full understanding of the production 

process. 

 

It is exceptionally rare to find all four skill sets on one person. Whilst there are some 

notable exceptions to this, often “husband and wife” teams, families or partnerships, 

the majority of small start-up businesses have one or two sets of the above but not all 

four. Most “designer driver” businesses, as they are called, have product design and 

aesthetic skills, they can master the basics of branding but many are uncomfortable with 

selling and do not understand how to develop a business plan or manage their accounts 

and cash flow. 

 

It is important to perform a skills audit to check which skills are available in the business 

and on what basis. Some companies may be able to call on support and services from 

friends and family. Others may not. External support needs to be reliable.   

  

Once the skills audit is performed, this will highlight which skills are missing. The 

business can then identify what measures need to be put in place to overcome the skills 

gap. In some cases, this could be training. In others it could be outside agencies, but 

these agencies are likely to charge for their services. If so, they need to be reflected in 

the budgets and business plans.    

 

Market Selection 

 

When researching which geographical (or other) market to invest in and target, companies 

should develop their own set of criteria for the issues they need to look at. These are a standard 

set of indicators companies could consider: 

 

• Market size – How many potential consumers are there? How many potential industrial 

clients or local brands are there? 

• GDP Growth over the past 2/3 years – Is the country performing well? 
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• Increase or decrease in retail space – Is the market expanding or contracting? 

• Retail structure – Are there people we can sell to? How/where do they buy? 

• Industrial structure / Local Brands – Are there textile industrial capacity? Are local 

brands producing in their local market or in third countries? Who makes the buying 

decision? 

• Demand for Luxury or imported products – Will people afford/want the products?  

• The Regulatory/Legal environment – Is it safe to sell there? 

• Duties, tariffs, excise or barriers to trade – How much extra will the products cost? 

• Preferred or protected production – Is the local competition advantaged? 

• Geopolitical conditions – Is the country stable?  

• Language – Do you speak their language? Do they speak yours?  

• Business Culture – Do they do business the same way you do? 

• Cultural Affinities – Do customers like us or would they prefer to buy elsewhere? 

• Labelling and bureaucracy – What are the requirements for selling here? 

• Predominant trends – Are we potentially on trend in the market? 

• A ‘value chain’ - a set of activities that a firm operating in a specific industry performs in 

order to deliver a valuable product or service for the market. 

  

These are some of the indicators but there may be others.  It is important to look at markets this 

way and to build up an understanding of potential markets. Market size is important as this can 

help you to identify pockets of wealth. Scandinavia, for example is a good market for many 

brands but it has a relatively low population, albeit its retailers are fairly concentrated and easy 

to approach. Colombia is very strong in intimate and beachwear clothing production as well as 

casual clothing production and European products are very well considered, mainly Spanish ones 

due to cultural and language proximity, moreover the EU-Colombia trade agreement facilitates 

commercial relations. Japan is a long way away with major cultural issues for Westerners but 

has a passion for European manufactured products and a high disposable income. The USA has 

an appetite for EU products but the duty regime and labelling are different from those in use in 

the EU. Brazil has a reputation as being one of the more fashion forward countries in Latin 

America but it has protected its local production with duties between 80% and 100% on fashion 

and footwear, in addition to which it does not recognise the ATA Carnet system for carrying 

commercial samples. The rest of Latin America is also potentially interesting but consumers 

prefer American and Spanish collections.  

 

Wholesale companies, brands and clothing producers will need to consider not only whether 

there are customers for their collections but where and how they buy. Larger American and 
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Canadian retailers, and brands will travel to the key international shows in Europe but many 

medium-sized and smaller boutiques and brands prefer to buy in New York, Las Vegas or Chicago 

and have a preference for domestic collections or those sold on a landed duty paid basis 

(Incoterms® Delivered Duty Paid: DDP). Better Japanese prefer to travel rather than buy in Japan 

and they like to be quoted in FOB (Free on Board - Incoterms®) or FCA (Free Carrier – Incoterms 

®) terms, often buying in the main international tradeshows. Some buyers will prefer to work on 

a Sale or Return basis (SOR) or variations of Sale or Return whereby they may pay the supplier 

only once the goods have been sold to the consumer.   

 

Of course the first step for Export beginners may be to sell within Europe. 

 

Whichever, it is essential that when selling the goods, the company has its own set of Terms & 

Conditions of Sale which work for the markets being covered. Both the buyer and the seller will 

have their own terms and there will be different sets of terms for “Sale or Return” and other 

arrangements. The terms are important as they stipulate when the order is confirmed, when the 

goods are to be delivered, when and how the goods are to be paid and which legal jurisdiction 

and laws will prevail in the case of any disputes. These should be attached to every order and 

order confirmation.  

 

1.1.4  Rules of origin/double transformation 

 

According to the World Trade Organisation (WTO), Rules of Origin are determined as “the 

criteria needed to determine the national source of a product”. The ‘made in’ is a National 

legislation and the label only refers to a country. WTO further states that “their importance is 

derived from the fact that duties and restrictions depend upon the source of imports”. For 

example, many countries have duty exemptions for products from some groups of countries and 

not from others. These may change from time to time. The criteria affect how a product can be 

labelled, for example: “Made in the UK”, “Made in Germany”. There are enormous differences 

in the way national governments interpret and apply the Rules of Origin. You can find other 

private labels agreed by a region, industrialists, or sectors to boost sales in a region/sector, for 

example, “Made in Scotland” is generally accepted as an Origin definition in the EU, the USA and 

Canada and Japan, but it is not acceptable in China as China does not recognise Scotland as an 

independent country.  The same may also apply in certain countries to “Made in Wales”, “Made 

in Catalunya” or “Made in Cyprus”. 

 

Countries usually use Rules of Origin in the following instances, taken from www.wto.org:  

 

http://www.wto.org/
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• To implement measures and instruments of commercial policy such as anti-dumping 

duties, general duties and safeguard measures 

 

• To determine whether imported products shall receive most-favoured nation (MFN) 

treatment or preferential treatment 

 

• For the purposes of trade statistics 

 

• For the application of labelling and marketing requirements 

 

• For government procurement 

 

Generally speaking, it is the rules of the destination country which will govern how the Rules of 

Origin will apply. This will, in turn determine: 

 

• Duties and excise on the product 

• Any restrictions or inclusions 

• Safety standards and exclusions 

• Labelling, including country of Origin, country of manufacture (if different) 

 

Nowadays, almost everything is manufactured globally using components either grown or 

manufactured elsewhere. How in these markets Rules of Origin are interpreted in the market 

will have a direct bearing on the definition of “Origin” for customs purposes, duties and taxes, 

whether the goods can be imported into a market and the ability to label a product with the 

words “Made in…..” 

Further reading: The Spanish “Cómo Determinar El Origen de los Productos Textiles” (How to 

determine the origin of textile products) by Jordi Bosch Infante and published by the Customs 

Foundation May 2015. 

  

Substantial Transformation 

 

Different countries and groups of countries use varying interpretations of the “Origin” of a 

product or garment. In particular, in the fashion and accessories industry, some countries, like 

Japan and the USA, will typically define the “Origin” of the garment as being where the fabric 

was first produced. Others may look to where the yarn was grown or produced! The situation is 

further complicated by the fact that in most cases “Origin” and “Made in….” are not referring to 

the same thing. For example, it is possible to produce a garment or fabrics which can be 
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manufactured with textiles or yarn from China, which can be legally labelled “Made in Italy”, 

even though the production processes to be followed are very restrictive and well defined 

Let’s look at the rules of Substantial Transformation. According to the EU Customs Code (CC) 

definitions (article 24) “Goods whose production involved more than one country shall be 

defined to originate in the country where they underwent their last, substantial, economically 

justified processing or working…. Resulting in the manufacture of a new product or representing 

an important stage of manufacture”.  

 

However, there are also additional rules for “textile” products including fashion and fabric-based 

accessories under Section XI of the Combined Nomenclature (CN), the general definition is that 

the product transformation should require the goods to undergo a “Change of Tariff Heading” .  

 

In effect, this means that if fabric (which could not be worn in its original state) is manufactured 

in China and then “cut” and “sewn” into a garment (which can be worn) in Italy or Turkey, then 

Substantial “Transformation” has occurred. Under EU rules, the resulting product would be 

deemed to be of Italian or Turkish origin and could be labelled “Made in Italy” or “Made in 

Turkey” accordingly. The HCC classification code would change to an 8 digit garment code 

starting with 61 or 62 which would affect duty, labelling and other procedures before the goods 

are sold to the end user.  

Fabrics produced in Spain under chapter 50 to 55 from the EU customs code with yarn from 

Japan but printed in Europe and with two other operations of preparation or finishing such as 

bleaching, mercerization or perch also in European territories, could be labelled “Made in Spain” 

and get preferential origin European, substantial transformation has occurred. 

Japan and the US both recognise Substantial Transformation but in some cases the products 

may be looked at differently. In the case of a tailored garment, there may be relatively little 

difference but in the case of a woven scarf, for example, there is no cutting involved and the 

yarn has been merely woven. In those cases, it is likely that Japan and the USA would look to the 

Origin of the item as being that of the Origin of the yarn. For example, a scarf woven in Scotland 

from Mongolian or Chinese cashmere would have to demonstrate that the yarn had been spun 

and woven in Scotland for it to claim Scottish Origin or spun in Italy and woven in Scotland for 

it to have EU origin. Regarding fabric and yarns triple transformation also applies, which greatly 

impedes the accreditation of European origin to export to the United States with preferential 

origin when the fibre or the yarn comes from a third country, even though it has been spun or 

woven in Europe and complies with the European regulation that confers European origin. 
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As can be seen, this is a complicated issue and it the responsibility of the brand to specify the 

correct Origin and “Made in….” for all exported goods. This will affect duties, labelling and many 

other issues. Some countries may apply additional duties to countries of specific origins.  

 

http://madb.europa.eu/madb/rulesoforigin.htm 

 

 

Labelling 

Labelling is frequently cited as a source of non-tariff trade barrier. Product labelling is considered 

a type of technical measure that governments use to correct inefficiencies in markets and to 

achieve other regulatory goals. The purpose of labelling regimes is to inform consumers about 

attributes of products or how they are produced. Labelling can take various forms, ranging from 

mandatory information disclosure requirements to private voluntary programs. Because 

labelling per se does not oblige producers to modify their products in order to enter a market, 

labelling usually is considered a relatively trade-friendly regulatory approach. Nevertheless, by 

design or effect, labelling can be costly for businesses and restrict trade. 

So far the EU has had a minimalistic approach as compared to other countries and to some of 

its Member States. The only mandatory information needed is fibre composition. 

See also: Texfor’s practical guide on Textile Labelling: 

https://texformacion.files.wordpress.com/2016/12/guia-practica-etiquetado-textiles-esp.pdf 

 

“Made in….” labelling 

 

“Made in…” labelling is not compulsory for garments, accessories and textiles in the EU unless 

not to label would be misleading. However, a number of EU countries now require Made in 

_____ to be identified with a permanent label at the point of sale. It is the exporter’s duty to 

check the rules in each country.  

 

Outside the EU, in most countries, “Made in …” labelling is compulsory in the language of the 

market at the point of sale to the customer and, in some markets, at the point of import. Rules 

govern where and how the labels must be fixed, what they must contain, which language they 

are written in, etc. It is the brand’s responsibility (even if handled by an importer/wholesaler) to 

ensure that all goods are correctly labelled.  

 

For Textile labelling requirements worldwide: 

http://madb.europa.eu/madb/rulesoforigin.htm
https://texformacion.files.wordpress.com/2016/12/guia-practica-etiquetado-textiles-esp.pdf
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NON EU: 

http://web.ita.doc.gov/tacgi/overseasnew.nsf/d1c13cd06af5e3a9852576b20052d5d5/fad890

0a6a29da2b8525789d0049ea04?OpenDocument 

EU: 

http://web.ita.doc.gov/tacgi/overseasnew.nsf/annexview/EU+Member+Labeling+Requiremen

ts 

 

Further reading:  

Binding Tariff information 

https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/what-is-

common-customs-tariff/binding-tariff-information-bti_en 

The World Trade Organisation and GATT (General Agreement on Tariffs and Trade) 

www.wto.org   

European Union Textiles and Clothing Legislation www.europa.eu  

Ginetex Care Labelling 

 

Duties and Quotas  

 

It is important to calculate the duties likely to be due on products before they reach the 

market/consumer. These are usually payable by the person or company who physically sells or 

imports the goods into the country.  

 

US import duties, which are among the most complicated, vary according to the exact nature of 

the article, the fibre composition, origin of raw materials, where it was made and even whether 

there is any ornamentation.    

 

First of all you need to establish the trade nonclemature, for the Harmonised system 

(international) there are Harmonised Commodity Codes (HCC) for each item. UK brands can 

find this information online at http://gov.uk/classification-of-goods   Click on the Online UK 

Trade Tariff Tool and go to Commodity Codes for Import & Export Duty. For the Combined 

nonclemature (European) brands can go to www.ec.europa.eu/eurostat/ramon where they 

will find reference and management of tariffs and statistical nomenclatures in several 

languages. 

 

The ‘Harmonised System’ and ‘Combined Nomenclature’ function as “building block” 

classifications for the Central Product Classifications, and also serve to define and specify the 

scope of Prodcom headings. There is thus also a direct link between Prodcom and the CPA. 

http://web.ita.doc.gov/tacgi/overseasnew.nsf/d1c13cd06af5e3a9852576b20052d5d5/fad8900a6a29da2b8525789d0049ea04?OpenDocument
http://web.ita.doc.gov/tacgi/overseasnew.nsf/d1c13cd06af5e3a9852576b20052d5d5/fad8900a6a29da2b8525789d0049ea04?OpenDocument
http://web.ita.doc.gov/tacgi/overseasnew.nsf/annexview/EU+Member+Labeling+Requirements
http://web.ita.doc.gov/tacgi/overseasnew.nsf/annexview/EU+Member+Labeling+Requirements
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/what-is-common-customs-tariff/binding-tariff-information-bti_en
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/what-is-common-customs-tariff/binding-tariff-information-bti_en
http://www.wto.org/
http://www.europa.eu/
http://gov.uk/classification-of-goods
http://www.ec.europa.eu/eurostat/ramon
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These systems are based on 2 kinds of classifications which are important to distinguish in 

order to better understand the utility and structure of the different nomenclatures: 

 

(a) A classification of economic activities, used to classify economic entities (e.g. enterprises, 

local units and similar statistical units). Such classifications therefore provide the basis for 

compiling statistics on output, the various inputs to the production process (labour, materials, 

energy, etc.), capital formation and financial transactions. 

(b) A product classification, designed to classify the output of the economic entities, and in 

particular products (goods and services) that have common characteristics. Such classifications 

provide the basis for preparing statistics on production, distributive trade, consumption, 

foreign trade and transport of such products.  

 

 

 

The following diagram indicates the direct links between the individual classifications. In this 

connection, it is appropriate to distinguish between worldwide and EU level.  
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Once the first four digits of the Commodity Code of the goods, has been established, the EU 

Market Access Applied Tariffs Database  http://madb.europa.eu/mkaccdb2/indexPubli.htm  will 

http://madb.europa.eu/mkaccdb2/indexPubli.htm


 

 

Developing New Skills for the Extroversion 

Specializations of Fashion Industry in Europe – 

EXTRO SKILLS 

Grant Agreement No.: 2015-1-EL01-KA202-013907 

Courses for VET EQF Curricula 

Intellectual Output 9 

 

 

 

20 
Erasmus+ Project: 2015-1-EL01-KA202-013907                                                                                                                      

 

This project has been funded with support from the 

European Commission. 

This publication [communication] reflects the views only of 

the author, and the Commission cannot be held 

responsible for any use which may be made of the 

information contained therein. 

 

identify the specific duty rates and the correct 10 digit import code for the products in the 

country being exported to.  It is mostly likely to be MFN (Most Favoured Nation) but you should 

always check which countries are included in case there are any changes.  

The members of the WTO agree to accord MFN status to each other. Exceptions allow for 

preferential treatment of developing countries, regional free trade areas and customs unions: 

http://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/#_in-

place  

Additional information can be found for the USA on the USA Customs website at: 

http://www.cbp.gov  or The Office of Textiles and Apparel in the USA  http://otexa.ita.doc.gov/  

 

If any part of your collection is made outside the EU, it may also be subject to import quotas, so 

this may need to be checked with Customs.  You must check whether quotas have been imposed 

or re-imposed on goods in your collection, and whether a Chinese export license, for example, 

and US import license are necessary.  Further information can be found at 

http://otexa.ita.doc.gov/  

See Import procedures & documents required by specific countries: 

http://madb.europa.eu/madb/datasetPreviewFormIFpubli.htm?datacat_id=IF&from=publi 

 

1.2. Identifying sources of information relating to target markets and 

understanding appropriate laws and regulations 
 

Generally speaking, the further away a company is from its consumers, the more likely it is that 

the culture, business practices and the law will be different from those the exporter is familiar 

with in his or her home country. It is essential to understand the laws and regulations of the 

country being exported to insofar as they relate to the product. It is also important to 

understand differences in business culture or business practice and the risks associated with 

exporting. Getting paid can be especially difficult in some markets! 

 

1.2.1 Understand the EU competition laws that affect the business operation 

 

European competition law promotes the maintenance of competition within the EU by 

regulating anti-competitive conduct by companies to ensure that they do not create cartels and 

monopolies that would distort trade and be counter to the interests of society. In general terms, 

EU laws sit above the national laws of the EU28 but they are usually interpreted into national 

http://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/#_in-place
http://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/#_in-place
http://www.cbp.gov/
http://otexa.ita.doc.gov/
http://otexa.ita.doc.gov/
http://madb.europa.eu/madb/datasetPreviewFormIFpubli.htm?datacat_id=IF&from=publi
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law, based on EU directives. This means that there are some subtle differences in completion 

law from one EU country to another.  

 

For smaller exporters, competition law in the fashion and textile industry tends to affect the 

following areas: 

 

State Aid: There are limits to state aid that a government may give its companies to support 

them (usually under a de minimis rule whereby companies in receipt of aid cannot be given more 

than Eur 200,000 in any three year period). Whilst some governments are more generous to 

their industries than others, they are meant to respect the de minimis rules. Similarly, support 

is usually limited to SMEs, defined as companies having less than 250 persons employed. They 

should also have an annual turnover of up to EUR 50 million, or a balance sheet total of no more 

than EUR 43 million 

  

Price fixing and other restrictive practices: The following are expressly forbidden in the EU: 

 

• Price fixing  

• Market Sharing 

• Agreements on Customer Allocation 

• Agreements on Product Limitation 

• Distribution agreements between suppliers and re-sellers where, for example, the price 

charged to the customer is imposed by the supplier 

 

In general terms, this means that fashion and textile businesses may not: 

 

a) Set or attempt to set a Retail Price. It is possible to suggest or recommend one but to 

attempt to set one would be an infringement of EU law. Whilst it is common business 

practice in Japan and the USA to set the Retail Price of third parties as part of an 

agreement, in the EU this is illegal.  

 

b) Attempt to sell to some customers in such a way as to create a cartel or monopoly or to 

restrict supply of products to distort the market.  

 

It is the responsibility of all companies operating in and based in the EU to make themselves 

aware of EU competition law. For more details, visit www.europa.eu/competition  

 

http://www.europa.eu/competition
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1.2.2 The role of an Embassy 

 

Many EU exporters are able to access support from their national governments via their 

Embassy or Consular networks. In some cases, this support is provided directly by the Embassy 

or Consulate itself. In other cases it may be provided through a government or industry 

interface, based in the EU member state.  

 

Embassies are generally held in high regard by the business community of the host country and 

most EU Embassies have dedicated teams which research the local market where they are based 

and collect and disseminate trade opportunities for companies in their country. In some 

countries, including the UK, these services are often chargeable. 

 

For example, if an EU or non-EU supplier is looking to source Italian, Spanish or Portuguese 

manufacturing for their collections, the Italian, Spanish and Portuguese Embassies will be willing 

to help them through their receptive ICE, ICEX and AICEP trade cells which are based with those 

Embassies and in their home country. Similarly, UK companies looking to Export to Italy, Japan 

or the USA (and many others) can use the contacts and services of the British Embassy network 

through their national trade association or the Department for International Trade (DIT) 

network. Each EU country has a different system to facilitate this and some countries may have 

different set ups and priorities, in line with the priorities set by their national governments and 

industries.  

 

 

1.2.3 The role of the High Commission 

 

High Commissions work in an identical way to Embassies and Consulates but they are based in 

countries where there is a formal Commonwealth link between the two countries. For example, 

the UK has an Embassy and a series of Consulates General in the United States, but it has a High 

Commission in Canada because Canada remains part of the British Commonwealth.  For similar 

reasons, the UK has a High Commission in New Zealand but an Embassy in Australia. 

 

Other countries, especially those with former colonies, may have similar arrangements in all but 

name. For example, Guadeloupe in the Caribbean is a French “Département d’Outre Mer” and 

is administratively part of France. Whilst it is not part of Schengen, it is a constituent territory of 

the EU and its currency is the Euro.  
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1.2.4  Producing sample agreements within the scope of authority 

 

When dealing with agreements between two parties, it is normally better to have a written 

agreement rather than an oral one. Oral agreements, whilst technically legal in some countries, 

are not legally binding in others. Even in countries where an oral agreement is legally binding, 

they are almost impossible to prove. 

 

Wherever possible, companies are advised to have formal confirmation to set out the rights and 

responsibilities of both parties, to agree actions, costs, timeframes, how the relationship can be 

terminated and how it can be renewed or renegotiated. It is important at the early stages of any 

relationship between two companies to consider what would happen if things go wrong, 

especially if one or both parties decides to seek guidance or a decisions of the courts in one legal 

jurisdiction or another.  

 

In some cases, courts will look at emails and other written communication. In other cases, for 

example Agency and Distributor agreements there are legal obligations and rights which can be 

said to exist even if a contract is in place. Indeed, in this area the agent may have “inalienable” 

rights which mean that even if the agent has waved them in their contract, the courts could well 

decide to insist upon them anyway. (See 3.1 below).  

 

Wherever there is a formal agreement or contract between two parties, these MUST be either 

drafted or checked by a competent qualified lawyer. Legal agreements downloaded from the 

internet may, in some bases, be used as a starting document to help companies to organise their 

ideas before sending to a legal firm to work up the final document. Where one or both 

companies are based in the EU, particular attention should be paid to EU regulations and laws 

which frame certain kinds of arrangements even if the activity may be taking place outside the 

EU.  

 

With the exception of Agent and Distributor agreements, which will be looked at under 3.1 

below, the following are the usual legal terms & conditions companies should be considering: 

 

• Terms & Conditions of Sale (to define the relationship between the brand the buyers) 

• SOR Terms & Conditions (to define the relationship between the brand and SOR buyers 

and ensure that the goods are well looked after, insured and returned if not sold). 

• Supplier Terms and Conditions (for companies manufacturing for the brand to ensure 

that their IP and other issues are protected). Companies will also need similar 

agreements with designers and pattern cutters and machinists.  
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• Terms & Conditions of Sale for Retail and Online (to define the rights and obligations of 

seller and buyer – these are often covered by laws or statutes especially in the EU) 

• Staff Terms & Conditions and Staff Handbooks 

• “Press sample Loan” systems and agreements for sending samples and/or images to 

Press, PRs, magazines or bloggers 

• Terms & Conditions of working with photographers/videographers, even those working 

free of charge (to establish who owns the rights to any images and video footage). 

 

The following links may be useful starting points for developing legal documents: 

 

www.fashionlaw.co.uk 

www.birdandbird.co.uk 

www.business-in-a-box.com 

www.globalnegotiator.com 

 

It is also important looking at the European Union site to check the laws surrounding legal 

agreements and contacts at www.europa.eu and your local government sites for country 

requirements, for example www.gov.uk  , www.enterprise-ireland.com , www.ice.gov.it, 

www.icex.es etc.  

   

1.3. Understanding the key players and their roles in Export operations and how to identify 

them 

 

In an industry which is as much about “whom you know” rather than “what you know”, key 

introducers and other business players can play a vital role in developing Exports. Specifically in 

the wholesale model, the exporter has a product or brand to export but needs the support and 

contact of other key players to reach the customer. In some cases, this is known as “accessing 

someone’s address book”. Whilst some of these relationships can be temporary and informal, 

the majority are long term. 

  

1.3.1  The role performed by an Agent and a Distributor within the sector. 

 

There are different definitions of the terms “Agent” and “Distributor” in the fashion and textile 

industry. Similarly, these terms are used differently in some countries. In some countries, 

including Japan, the terms are sometimes used interchangeably but in the EU and the US the 

roles are generally distinct.  

http://www.fashionlaw.co.uk/
http://www.birdandbird.co.uk/
http://www.business-in-a-box.com/
http://www.globalnegotiator.com/
http://www.europa.eu/
http://www.gov.uk/
http://www.enterprise-ireland.com/
http://www.ice.gov.it/
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a) Agents (also referred to as “Commercial Agents” under the EU Council Directive 

Regulations 1993 and “Commission Agents”) 

The definition of an Agent under the EU Council Directive Regulations 1993 is:  “a self-

employed intermediary who has continuing authority to negotiate the sale or purchase 

of goods on behalf of another person (“the principal”)”.  

 

The “Agent” is not an integral part of the “Principle” but is mandated by the Principle to 

make sales on its behalf. They may be individuals or private companies. They are 

generally remunerated based on an agreed commission (usually between 10% and 15% 

of sales depending on the expected sales volumes and business type). In some cases, 

Agents may also charge “Showroom Fees” or “Monthly Retainers”. They may also charge 

for additional services, including Press Releases, Social Media or events.   

 

Agents never purchase or take ownership of the goods. They work on behalf of the 

principle. Because of this, they have a certain number of protections under EU law in 

recognition of the role they play for the company or brand.  These protections apply 

even if there is no formal contract between the two parties. There are many standard 

format agency agreements available on the internet but great care should be taken to 

ensure that the agreement signed between the two parties is enforceable in law. 

Companies should ensure that “Minimum Sales Requirements” (as opposed to 

“targets”) should be included, that law and legal jurisdiction of the contract work to its 

advantage wherever possible and that “Indemnity” is chosen over “Compensation” as 

the means of settling any termination claims and that the territory is agreed.  

 

For more information on agency and distribution agreements visit 

www.fashionlaw.co.uk/cms/document/Agency_Distribution_agreements.pdf 

  

b) Distributors, according to the EU definitions, tend to work for themselves rather than 

on behalf of the company or brand. They can be individuals or private and they generally 

purchase the goods and then re-sell. In some cases, they may have exclusive rights to 

sell to agreed markets or territories, but great care must be taken not to infringe the EU 

competition laws mentioned at 2.1 above, especially when amending or terminating a 

Distributorship agreement or when refusing one.  

 

Whilst Distributors are not formally protected under EU law in the same way as Agents 

(as mentioned above), in some cases the definitions between an Agent and a Distributor 

http://www.fashionlaw.co.uk/cms/document/Agency_Distribution_agreements.pdf
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can become blurred and there can be circumstances where the EU courts may decide 

that the role of an exclusive Distributor is indistinguishable from that of an Agent.  

 

 1.3.2 The role of an International Sales and Marketing team within the sector 

 

In the early stages of most companies, international sales and marketing are handled 

internally by the company or brand. This can be challenging as the person responsible 

for making the sales may not have the contacts or the experience to build the sales. This 

is where experienced Sales and Marketing personnel and/or Agents or Distributors 

make all the difference as they have direct contact with wholesale buyers.   

 

The Sales and Marketing team is responsible for building a strategy to get the goods to 

market. Initially this is likely to use the wholesale model, tradeshows and intermediaries 

etc but as part of a longer term multichannel or omnichannel strategy.  

 

The Sales and Marketing team will need a budget and strategy around the following:  

 

 Initially: 

 

• Direct and indirect sales to retailers/multi-brand,department stores, brands, clothing 

and fabrics manufacturers. 

• Working through agents and distributors 

• Trade Shows and Market Visits 

• Own website/transactional website (see Section 4) 

• Third party websites/Pureplay websites 

• Social Media and PR 

 

At the same time, the company also has to develop a strategy to consider:  

 

• Own “Bricks and Mortar” or “physical” shops and stores/flagship stores 

• Concessions/shop in shop 

• Licensing and franchising 

• Collaborations and other routes to market 

 

The Sales and Marketing team have an important role to play as an influencer of the design 

function, channelling feedback from potential customers to the design team on key trends, 
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pricing, sizing and fit, colourways, styles, requests from the market, quality and cultural issues. 

Most importantly, the Sales and Marketing team are responsible for influencing the Wholesale 

price of the goods which will create the budget available for tradeshows, agency commissions 

and other costs of getting the goods to market. This will also inform the overall pricing strategy 

including the price of the goods on the company’s own website so as not to undercut other 

wholesale customers in the market. At the same time issues of VAT registration will need to be 

looked at as these will have a direct impact on the company’s selling prices. VAT rates and 

registration regimes vary throughout the EU.  

 

1.3.3 Methodologies used to find trading partners and examples, including Trade Fairs and 

Trade Associations 

 

The right business partner with the right contacts and with the right products and support grow 

the business where it needs to go relatively quickly. The wrong ones can hold the business back 

at a critical time in the company’s development. It is important that all new trading partners are 

right for the business, have the right contacts and experience and the right tools at their 

disposal.  

 

Building an export brand is a marathon rather than a sprint. This is going to take time and 

substantial investment over many years. Getting the marketing mix right is essential. 

 

E. Jerome McCarthy created the concept of the Marketing 4Ps in the 1960s:  

• People 

• Product 

• Price  

• Promotion   

 

Source: www.marketingmix.co.uk 

 

Researching the People who can make it happen is the first step and the following are the best 

places to start: 

 

a) Online research – it is possible to research and identify key contacts and partners online, 

either by looking at competitors’ websites or using sites like LinkedIn. Most partners will 

not want to be contacted in this way. Agents and buyers hate to be approached by email 

or on LinkedIn so companies should look at other ways of getting their message across. 

http://www.marketingmix.co.uk/
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Buyers and agents also hate to be added without their consent to newsletters and 

mailing lists.  

 

From 25th May 2018, all EU companies must comply with the EU’s General Data 

Protection Directive www.eugdpr.org  

 

b) Trade Associations – Trade Associations, also known as “Industry Bodies” are a good 

way to research new markets and contacts. In some EU countries (including Germany) 

most companies automatically join the trade association representing their industry as 

this is the only way to get basic services.  In other countries (including the UK) companies 

choose to join their trade association to make use of their services. The services offered 

by trade associations and the way they are provided vary from country to country. Most 

are membership organisations whereby members are charged an annual fee to join. 

Some provide everything free of charge and others will charge on a task basis. Most will 

engage with non-members for a limited range of activities. Most have seminars and 

meetings. Some have dedicated legal teams and experts and others outsource to trusted 

private practices. Some also have a regular newsletter. Most exist to help companies 

across their industry.  

 

c) Government Offices – In most EU countries, like France and Germany, the government 

defers to industry trade associations on matters of trade promotion. In the UK or Spain 

Government offices provide similar and often competing services to those offered by 

the industry trade associations but discusses trade policy on specific issues, including 

Brexit.   

d) Personal networks – Building a personal network with competing and non-competing 

brands is a good thing to do. These networks help introduce new businesses to new 

contacts, based on reciprocity and trust.  

e) Trade Shows and Missions - Tradeshows are a major route to market for fashion and 

textile companies. Not only are they one of the best ways to meet new People, including 

agents, distributors, wholesalers, retail buyers, online retailers, brand builders, 

investors, introducers and other partners, they are also the quickest and easiest way of 

seeing what is happening in the market. Trade Shows are not now just about writing 

orders, indeed that often happens later, but this one of the best ways of researching a 

market and making new contacts. Some countries also organise Trade Missions. These 

are similarly useful and often target markets where there is limited trade show activity.   

 

http://www.eugdpr.org/
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Before starting to work with People it is essential to perform Due Diligence on them. This means 

checking that they are who they say they are and that that they really can do what the company 

wants them to do. Taking Commercial References or asking other people about the contacts are 

one way of doing this. It is also worth approaching national Trade Associations who may have 

more information.   

 

1.4. E-Commerce – understand what it is, the various paths, possible 

barriers and the important part it plays in Export 

 

E-Commerce is a major disrupter of the market and its influence is felt differently in different 

countries and with different age groups. For new companies and brands, E-Commerce offers 

them the ability and, for most, the obligation to sell direct to the consumer, wherever they may 

be.  For retailers, E-Commerce is both a threat and an opportunity: a threat as it takes business 

away from “Bricks and Mortar” retail and an opportunity as it gives retailers too the opportunity 

to sell to wider audience around the world. E-Commerce and Omnichannel retailing impact 

directly on the way new businesses enter their market and build their brands. It creates new 

opportunities but it also requires them to invest heavily in E-Commerce and Omnichannel 

activities with the added burden of having to do this much earlier than they might have expected 

to in the past.   

 

With regards to the industrial companies in the textile value chain, although e-commerce hasn’t 

the same relevance as it has for brands or retailers, more and more companies place emphasis 

on digitization in the selling process and some on-line platforms have started to appear in order 

to facilitate sourcing (www.sewwand.com) 

 

1.4.1 Understanding what E-Commerce is; Electronic Data Interchange (EDI), Email, Electronic 

Fund Transfer (EFT), Websites and Payment gateways 

 

E-Commerce, sometimes referred to in its narrower Business-to-Consumer sense as “Online 

Shopping”, “Online Retail” or “E-tail”,  refers to the buying and selling of goods and services, or 

the transmitting of funds or data, over an electronic network, primarily the internet. In its 

broadest sense, the term covers all forms of online communication and transactions and is 

sometimes also referred to as “E-Business”. Source: Margaret Rouse, www.whatis.com  

 

General E-Commerce Definitions: 

http://www.sewwand.com/
http://www.whatis.com/
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• Electronic Data Interchange (EDI) – Computer to computer exchange of business 

documents, including orders, purchase orders, communications and invoices between 

trading partners. Source: www.edibasics.com  

• Email – Electronic Mail is a method of exchanging messages and documents between 

people and companies using electronics, usually via the email or other 

telecommunications channels. There are growing cases of Email “phishing” and 

“hacking” where criminals hack into to the emails and communications of people and 

companies to valuable information or steal funds and ideas.  

• Electronic Fund Transfer (EFT) – EFT is the electronic transfer of money from one bank 

account to another, via computer-based systems. It is also possible to make and receive 

payments through “Payment Gateways” (see below). As with all issues involving money, 

companies should do due diligence to ensure that they are paid what they are owed and 

there are growing numbers of fraud association with EFT and all forms of online banking.    

• Websites – In this context, a website is a set of related web or electronic pages of 

information intended to promote or sell the products of a company. Websites can be 

generally informational or promotional (meaning that they are intended to promote a 

brand, usually with images and text) or they can be “transactional” (meaning that 

consumers can purchase goods online either directly through that website or through a 

third party gateway.  

• Payment gateways – For companies starting out, it is often easier and cheaper for them 

to offer to receive funds via a Payment Gateway. These are usually mutually respected 

third party platforms which collect money from the purchaser to the seller 

instantaneously and notify both parties when this has been done. Examples of these 

are: Paypal, Alipay, Worldpay, ApplePay. When choosing and working with a Payment 

Gateway it is essential to keep all logins and passwords secret to avoid criminals 

accessing accounts and stealing funds.  

 

1.4.2 Understand the meaning of the terms ‘Cross-border’ E-Commerce, B2B, B2C, and Mobile 

E-Commerce in export. 

 

It is worth understanding a few more definitions in E-Commerce in exports: 

 

• Cross-border E-Commerce – This refers to the ability to buy products Online from a 

website based overseas and have that item imported into the home country of the 

http://www.edibasics.com/
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customer. Cross-border E-Commerce gives consumers access to new products and, 

potentially, the opportunity to show around internationally for the best deal.  

 

However, there are some potential issues and obstacles. Whilst within the EU Single 

Market goods in “Free Circulation” can be traded freely, non-EU customers of EU 

websites will normally  pay freight and duty on all items they import. Alternatively, the 

EU exporter can decide to offer non-EU consumers a Delivered Duty Paid (Incoterms ® 

DDP) price. In China, where the “Great Firewall of China” blocks a number of websites 

and applications including Facebook and Instagram, Cross-Border E-Commerce requires 

the seller to establish networks so that Chinese consumers can see the products which 

are available to them, in a format which is suitable to the authorities and the market, 

and ensure that delivery can be arranged from outside the country, navigating China’s 

complicated import bureaucracy.  

• B2B – Business to Business (or one business or buyer selling to/buying from another) 

• B2C – Business to Consumer (or a business selling direct to a consumer) 

• Mobile E-Commerce – This refers to online sales transactions which use wireless 

electronic devices such as hand-held computers, mobile phones, “ipads” or “tablets” or 

laptops. Mobile E-Commerce is the major area of growth, with Japan, the UK and Korea 

very much at the forefront, In Europe it varies from country to country (however from 

all the differences per country, according to data analysed by Twenga, Europe is still the 

continent with the highest mobile penetration rate). According to IMRG Cap Gemini, in 

2016, sales through mobile phones grew by 47% in the UK. In Japan, 55% of all online 

transactions are Mobile E-Commerce. Brazil is following the same upward trend as is 

China. Source: www.medianama.com   

 

Additional reading:  

Report on Japanese E-Commerce https://www.datocms-assets.com 

 

1.4.3  Understanding the challenges and opportunities relating to E-Commerce in export 

 

a) Challenges:  

 

E-Commerce can be expensive and requires large investments into the tens and sometimes into 

the hundred thousand £/$/Euros. This investment and commitment becomes necessary earlier 

on in the business than in the past. In most cases, to be successful, a company should have its 

own promotional and transactional website running as soon as the brand launches.  

 

https://ecommercenews.eu/mobile-commerce-in-europe-2015/
http://www.medianama.com/
https://www.datocms-assets.com/
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E-Commerce requires an Omnichannel strategy to be in place. On its own, the site cannot do the 

work. To be successful the brand will need to be supported by traditional wholesale activities, 

tradeshows, Press and PR, Social Media. In the early stages at least it will also be important to 

sell through Third Party Online Retailers who have large numbers of customers in the hope that 

they will buy products and return to the brands own site when they decide to buy again. 

  

E-Commerce requires companies to commit to and produce stock. Consumers expect all orders 

to be shipped the next day and to arrive quickly. This means that companies will have to make 

an investment in stock which puts them at greater risk if they produce too much of the wrong 

items an d then fail to sell to them. 

 

Some Wholesale customers do not like to buy from brands which sell Online or which 

intentionally or inadvertently undercut their wholesale customers’ own sales in the stores or 

online. A good example of this is when a brand goes on Sale on its own site with lower prices for 

a selected period.  It is worth considering the risks involved in going On Sale, for example offering 

“Black Friday” discounts, when loyal wholesale customers cannot offer the same discounts.   

 

E-Commerce makes it easier for consumers to compare prices. On the one hand, huge price 

differentials can damage business. On the other, in the EU brands cannot fix prices and outside 

the EU the effects of duty, insurance, freight and other issues will inevitably make good more 

expensive than in the home market. Consumers may be tempted to try to buy more cheaply 

from a site in another country. Most distribution agreements will usually include an obligation 

on the brand to make sure that that does not happen. In Japan, most EU brand websites with a 

formal distribution agreement are required to block orders on their site or refer Japanese 

consumers to the Japanese site.  

 

Cross-Border E-Commerce brings a lot of structural challenges including: language, currency, 

customs and imports, duties and freight, distribution, labelling and standards, how to handle 

returns, sizing and other cultural issues, getting money out of places like China, localising Social 

Media….. The list is endless. Some companies will use the services of a local fulfilment partner 

but this is only available to large brands. Smaller companies are advised to take it slowly and 

make sure they work with trusted partners in key markets.   

 

However, the opportunities of E-Commerce and Cross-Border E-Commerce are enormous: 

 

• To communicate directly with consumers and sell to them without delay  
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• To bypass retailers and department stores who may be reluctant to take a risk on new 

brands or more expensive collections and build a new brand 

• To build a global brand and sell to new markets that might not be large enough to target 

but which might still have an interest in the product and  could represent new business 

• To get an instant reaction to the products, identify key trends for the future and market 

opportunities  

• To increase profits by keeping both the Wholesale and the Retail market 

• To promote the company and its products in their entirety 

 

Fashion E-Commerce is at its most developed in Japan, South Korea, the UK and other parts of 

Asia. Even in the USA which has been slower to develop, the E-Commerce model is gaining 

ground and US retailers are faced with the challenge of adjusting very quickly to the dominance 

of this route to market.  

 

E-Commerce and Cross Border E-Commerce are the future and there is every reason to expect 

that they will revolutionise the way people shop and spend their money and leisure time. 

Standalone “Bricks and Mortar” and Wholesale business will be forced to trade Online, including 

Third Party Online as they build their brand. Wholesale is expected to remain an important part 

of the omnichannel environment, especially in Asia but E-Commerce and 

Omnichannel/Multichannel retailing are the future and Social Media as well as a global approach 

to exports lie at the heart of this.  
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Unit 2: Branding issues related to export 

 

Introduction  

 

This unit will enable learners to understand the core principles of product branding, covering 

topics such as brand effectiveness, brand problems related to export and the way bran 

marketing affects the market entry. Additionally, learners will develop an awareness of the 

importance ‘Intellectual Property’ plays in branding, especially in relation to export. 

 

Branding is a set of marketing and communication methods that help to distinguish 

a company or products from competitors, aiming to create a lasting impression in the minds 

of customers. Branding is an essential part of a company's strategy to enter local or foreign 

markets. 

Brand equity is defined as 'the set of brand assets and liabilities linked to a brand name and 

symbol which add to or subtract from the value provided by a product or service'1.  Brand equity 

has four dimensions: brand loyalty, brand awareness, brand associations and perceived quality.  

Brand equity is especially important for the fashion industry, as the brand is an important 

instrument in facing the competition and ensuring success. There are different types of brands 

in the fashion industry, illustrated in the diagram below. 

 
Types of brands in the fashion industry  

                                                           
1 Aaker, D. (1991) Managing Brand Equity, Free Press, New York, USA 
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A griffe (designer brand) is the highest level of brand (egg Yves Saint Laurent, Dior) that 

represents unique, irreproducible and eternal fashion items produced in ateliers. Luxury brands 

are defined by products of excellent quality, high prices, scarcity and uniqueness, aesthetics and 

poly-sensuality, ancestral heritage and personal history and superfluousness2. Luxury brands can 

be the product of designer brands (like Dior and Channel) or can be based on craftsmanship (like 

Gucci and Louis Vuiton). Griffe and luxury brands are associated with status and privilege and 

are socially very powerful. 

Premium brands are mix between luxury brands and mass-market brands, offering high quality 

for lower prices. Hameide3 characterizes premium brands as 'the top of the mass-market 

spectrum concerning price, yet at the same time they are more accessible than luxury brands'.  

Premium brands can be divided into three categories4: 

▪ super-premium brands (egg Emporio Armani) - high priced products, close to luxury 

level and targeting customers with financial power  

▪ old luxury brands extensions (egg Valentino Pret-a-Porter) - lower priced versions of 

luxury fashion items 

▪ masstige - good quality products with acceptable prices for the middle class customers. 

Mass market brands are specific to mass retailers and refer to ready-to-wear garments of 

acceptable quality that are widely distributed at low prices. Such brands follow the fashion 

trends but their products use cheaper fabrics and technological processes.    

 

The importance of marketing strategy and branding in the fashion industry is emphasised by the 

vast existing literature, the marketing companies specialising in fashion branding and the 

interest of universities to include in their curricula lectures on fashion marketing.  

Branding is even more important in the case of export/internationalization, as this means selling 

garments and other fashion items in economical, legislative, cultural and social conditions that 

are different.  

 

 

 

 

                                                           
2 Dubois, B., Laurent, G., Czellar, S. (2001), Consumer rapport to luxury: Analyzing complex and ambivalent 
attitudes, No 736, Les Cahiers de Recherche  from  HEC Paris (available at 
https://econpapers.repec.org/paper/ebgheccah/0736.htm) 
 
3 Hameide, K.K. (2011), Fashion Branding Unraveled, Fairchild Books, UK 
4 Silverstein, M.L., Fiske, (2003), Luxury for the masses, Harvard Business Review, April 
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2.1. Understanding regulations and requirements relating to Intellectual 

Property (IP) 

2.1.1. Defining IP and the reasons to consider protection, including the impact IP has on 

competitiveness 

 

According to WIPO (World Intellectual Property Organization), Intellectual Property (IP) refers 

to creations of the mind, such as inventions; literary and artistic works; designs; and symbols, 

names and images used in commerce5. The owner of intellectual property can control and be 

rewarded for its use, and this encourages further innovation and creativity to the benefit of us 

all. 

The EU Copyright Office6 considers intellectual properties refer to literary and artistic works 

(novels, poems and plays, films, musical works, web sites, drawings, paintings, photographs and 

sculptures, and architectural designs) and industrial property (inventions or patents, 

trademarks, industrial designs, and geographic indications of source)7. 

Regardless if it is an artistic work or industrial property, IP has the following components. 

 

                                                           
5 http://www.wipo.int/about-ip/en/ 
6 https://www.eucopyright.com/en/what-is-intellectual-property 
7 
https://www.eucopyright.com/0_eu/booklets/Understanding%20Industrial%20Property%20(wipo_pub
_895).pdf 
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Intellectual Property - components 

 

a. Trademarks  

Trademarks are distinctive design, graphics, logo, symbols, words, or any combination thereof 

that uniquely identifies a firm and/or its goods or services, guarantees the item's genuineness, 

and gives it owner the legal rights to prevent the trademark's unauthorized use. A trademark 

must be: (1) distinctive instead of descriptive, (2) affixed to the item sold, and (3) registered with 

the appropriate authority to obtain legal ownership and protection rights.  

Trademark rights are granted usually for 7 to 20 years and, unlike in case of patents, are 

renewable indefinitely. These rights are protected worldwide by international intellectual 

property treaties and may be assigned by their owner to other parties. 

Trade marks can be registered just at national level (at the Intellectual Property Office (IPO) of 

that country) or throughout the EU (at the Office for Harmonization of the Internal Market 

(OHIM) in Alicante, Spain).  

 

b. Copyright 

Copyright is a legal term describing rights given to creators for their literary and artistic works. 

Copyright covers not only books but also advertisements, articles, graphic designs, labels, letters 

(including emails), lyrics, maps, musical compositions, product designs, etc. Copyright allows 

creators to gain economic rewards for their efforts. Legal monopoly protects published or 

unpublished original work (for the duration of its author's life plus 50 years) from unauthorized 

duplication without due credit and compensation.  

 

c. Patents 

A patent is a limited duration property right relating to an invention, granted by Patent and 

Trademark Office in exchange for public disclosure of the invention. Patents are generally 

divided into product patents (materials, substances, devices, etc.) and process patents (methods 

to produce something).  

 

The European Patent Convention requires all jurisdictions to give a European patent a term of 

20 years from the actual date of filing an application for a European patent. The term of a 

granted European patent may be extended under national law if national law provides term 

extension to compensate for pre-marketing regulatory approval.  

 

d. Industrial Designs 

Design rights protect independently created designs, which are new or original and have an 

independent character. In order to qualify for design protection, the design must not be dictated 
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by technical or functional aspects. Design rights can be classified as industrial designs, models 

and utility models. Designs may under certain circumstances also be protected under copyright 

law. 

 

The design may consist of three-dimensional features, such as the shape or surface of an article, 

or of two-dimensional features, such as patterns, lines or colour. 

The length of design protection depends on the respective jurisdiction and there is no one size 

fit all. In the E.U. for example the time limitation for a design is 25 years in total, renewable every 

5 years. 

 

In spite of the fact that international legislation foresees mainly defensive actions in the context 

of industrial designs, those rights provide a wide range of business opportunities. Designs can 

be licensed, sold and traded in any other way. Also, in the context of globalisation, it is 

worthwhile to note that outsourcing production to low-cost countries would not be feasible 

without industrial design rights. In the absence of those rights, anyone involved in the 

production process could legitimately imitate the design. Designs protect only the formal 

appearance, while utility models protect the functional appearance. In practice, the same form 

can be protected by both a utility model and a design; the utility model protects the technical 

aspects of the product and the design its shape and look. 

 

Importance of IPR  
The main advantages in using intellectual property rights come from: 

• giving a company the tools to protect its brand and its valuable intellectual assets.  

• IP stimulates competitiveness and creativity, as it ensures that new and original ideas 

become marketable and profitable for the companies.   

• IPR is the only way in which the unauthorised use of an original idea can be sanctioned and 

the ones responsible can be legally accountable.  

 

In the case of the textile and fashion industry that was strongly affected by globalisation 

creativity and innovation are seen as the decisive edge needed for development in the future 

years. In this context, original materials, new products and processes cannot be commercialised 

without the protection offered by the IPR laws.  

 

Furthermore, the fashion industry is built on an identity principle; distinctive and original traits 

are what give a brand its importance for the consumers. Therefore, it is useful to protect things 

like trademarks, as well as designs to ensure a competitive edge on the competitors. Investing 
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in IPRs should clearly be a strategy for Textile & Clothing companies that strive to grow and 

develop a distinct market niche. 

 

2.1.2. The differences and usage of patents, designs, copyrights and trademarks  

 
Due to its nature, fashion industry is difficult to regulate in reference to intellectual property 

rights. Still, due to increasing phenomena of counterfeiting, knock-off and passing-off in the 

fashion world, IPR becomes an essential issue, especially in the European industry that is based 

mainly on originality and creative brands.     

 

Trademarks are an important part of IP, as a trademark helps defining the brand of the company. 

When exporting fashion goods, it is therefore important to take measures to ensure trademark 

protection in the respective country. Another aspect to be taken into consideration is if the 

trademark can be used or it is better to create a new, more suitable trademark.   

Apart from its trademark, a fashion company can use other marks to promote its products, best 

suited being certification marks. Certification marks certify the compliance with defined 

standards and are used to show that the products involved meet certain established standards 

of quality. A significant example is WOOLMARK, indicating the product is made exclusively of 

wool. 

 

Patents are more common to the textile industry (materials, treatments, processes) as they 

refer to new innovative fibres, structures, treatments, etc. Of course, a short review of available 

patents will also show patented garments, but mainly for other domains than fashion (for 

example medical clothing, protective clothing, garments for sport and leisure, etc.). However, 

the development of high tech, smart materials and functional treatments will certainly increase 

the importance of patents in the future fashion industry.    

 

Designs  

The Regulation EC 6/2002 of 12/12/2001 on Community designs enables to introduce, for the 

first time, for designs or models, a uniform law with uniform effect throughout the Community. 

The creation of a Community design removes some obstacles within the internal market and 

promotes creativity and innovation as it provides reliable and unified protection throughout the 

entire territory of the Community. This Community system coexists with the national systems of 

protection. All matters that do not fall within the scope of application of the regulation are 

covered by the national law of the Member State, including its private international law. The 

Regulation on Community designs offers many advantages: 
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• Only one legislation applicable throughout the entire territory, i.e. in all Member States 

and applicable to all 

• Specialised courts relying on one Community design legislation. 

• the protection of a registered Community design for a period of 5 years, renewable up 

to a total term of 25 years 

• A short-term protection for the unregistered design to test the commercial value of the 

design on the market before registering the design, without losing its novelty character and the 

right to file an application 

 

Two types of protection are proposed: 

- The registered Community design 

- The unregistered Community design 

 

As an alternative to copyright protection (which is not harmonized (at EU level) the EU offers 

this unregistered form of protection for industrial designs for a relatively short period of time 

(maximum 3 years). Unregistered design protection is implicit and does not require registration 

or any other formal documents. Wherever available, this atypical protection is extremely useful 

for fashion designers or businesses with limited budgets, and for all those that wish to test 

market new designs before deciding which to register. 

 

Copyright is applied for materials (prints and patterns), particular shapes of fashion items (hats, 

bags, etc.), other accessories (jewellery) and to a certain point garment designs.  

Clothing are considered mostly non-copyrightable because their utilitarian purpose and the 

short live of fashion items. This is a difficult subject and it is still debated.  

As part of industrial property, garment designs and textile designs can be protected by copyright. 

The criteria for protecting such designs refer to: design longevity, degree of originality, novelty 

and individuality, ease of enforcement, ease of further commercialisation (licensing or 

assigning).  

 

Legal aspects of the intellectual property 
 

Intellectual Property is regulated at national and international level.  

World Intellectual Property Organization (WIPO) is the global forum for intellectual 

property services, policy, information and cooperation. The organization is a self-funding agency 

of the United Nations, with 189 member states, including all European countries. WIPO 
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regulates all information regarding the IP (definitions and requirements, legislation, 

enforcement of IP, existing treaties, administering IP, etc.)8.  

 

At EU level, the IP issues are supervised by the European Commission for Internal Market, 

Industry, Entrepreneurship, SMEs9 and regulated by a comprehensive set of laws10. The 

fundamental idea for the European IPR legislation is the harmonisation of these rights11.  

 
Protection of IPR in the textile and fashion industry 
 

It is important to emphasise that IPR protection is limited only to the place of registration. When 

deciding to register an IP, a company or the author has the possibility to register at three levels, 

as shown in the figure below: the national route, the regional route and the international route, 

each governed by specific legislations, treaties and conventions. In the case of exports, the 

company should decide what route suits its export policy better and involves lowest costs and 

work.  

 

                                                           
8 http://www.wipo.int/edocs/pubdocs/en/intproperty/489/wipo_pub_489.pdf 
9 https://ec.europa.eu/growth/industry/intellectual-property_en 
10 http://www.wipo.int/wipolex/en/profile.jsp?code=EU 
11 Cook, T. (2013), The Cumulative Protection of Designs in the European Union and the Role in such 
Protection of Copyright, Journal of Intellectual Property Rights, 18, 83-87  
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The national route is suitable when the company plans to stay national. For export purposes, 

this route for registration has to be weighed against the increased costs, need to understand 

and meet local legislation and need for translated documentation.   

 

The regional route is based on existing treaties at regional levels, so that the registration is valid 

for all countries signing that agreement. Furthermore, registration requires only a single 

application for all countries, at the regional IP office concerned. 

 

For EU countries, European Union trade mark and registered Community design can be 

obtained in one single registration12.  

 

Still, European patents need to be validated in every member country13, so this must be taken 

into consideration when using patents abroad.  

 

Regional IP offices for industrial designs and trademarks include: 

• the Organisation Africaine de la Propriété Intellectuelle (OAPI) (www.oapi.wipo.net); 

• the African Regional Industrial Property Organization (ARIPO) (www.aripo.org); 

• the Benelux Office for Intellectual Property (BOIP) (www.boip.int); 

• the European Union Office for Harmonization in the Internal Market (OHIM) (oami.europa.eu). 

Regional IP offices for patents include: 

• the Organisation Africaine de la Propriété Intellectuelle (OAPI) (www.oapi.wipo.net); 

• the African Regional Industrial Property Organization (ARIPO) (www.aripo.org); 

• the Eurasian Patent Organization (EAPO) (www.eapo.org); 

• the European Patent Office (EPO) (www.epo.org); and 

• the Patent Office of the Gulf Cooperation Council (www.gulf-patent-office.org.sa). 

 

The international route ensures an even larger reach for the registered IP, as the application is 

valid in all countries included in the respective treaty, regardless of their region. In this case, the 

applicant should know what type of IP wants to register and where to register it. WIPO is the 

organisation that administers these offices. 

 

When applying for IP registration, there is a period of priority, when the 

patent/trademark/copyright has priority in front of similar IPs. For patents, the priority period 

                                                           
12 https://euipo.europa.eu/ohimportal/en/trade-marks-in-the-european-union 
13 
http://documents.epo.org/projects/babylon/eponet.nsf/0/18152865EA06F0C0C1257F62005E1E6D/$Fil
e/National_law_relating_to_the_EPC_17th_edition_en.pdf 
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is 12 months from the date of application, for trademarks the period is of 6 months, while 

industrial designs have six months. If priority is overdue, the IP can be registered in other 

countries, but they can no longer have the benefits given by priority status.  

 

When a trademark needs to be registered for export purposes, certain steps should be 

considered: 

• the trademark meets all the legal requirements for registration, which means to check national 

legislation, even contacting local lawyers. 

• if it is not identical or confusingly similar to existing trademarks on the local market. 

• the trademark is easy to read, write and remember and is suitable for all types of advertising 

media.  

• the mark does not have any undesired cultural and social connotations, so a previous study to 

understand local taboos could prevent costly mistakes. 

• the corresponding domain name is available for registration. 

 

A patent application has to be prepared and submitted to the relevant national or regional 

patent office14. Preparing a patent application and following it through to the grant stage is a 

complex task, it means: 

- making a prior art search in order to identify any prior art that renders the invention 

unpatentable; 

- writing the claims and full description of the invention combining legal and technical 

jargon; 

- corresponding with the national or regional patent office especially during the substantive 

- examination of the patent application; 

- making the necessary amendments to the application requested by the patent office. 

The application will include a full description of the invention, the patent claims that determine 

the scope of the patent applied for, drawings and an abstract. 

 

2.1.3 The options available for action following a breach of IP 

 

A breach of IP occurs when intellectual property is used without the permission of the owner 

company/author by a competitor, an employee or former employee, a contractor or consultant.  

In the fashion industry, the IP infringement can refer to the design of materials or garments, the 

use of similar trademarks with lower quality products that can affect the brand’s name or the 

use without permission of patented solutions. Things like counterfeiting, knock-off and passing-

                                                           
14 http://www.wipo.int/edocs/pubdocs/en/patents/867/wipo_pub_867.pdf 
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off are common throughout the world of fashion and can become a serious problem for any 

company. 

 

When an IP infringement occurs, the company has two ways to resolve this issue and stop that 

infringement.  

 

One way is to use the legal system and address the court  

1. To obtain a court order against the infringer to stop all illegal activities. This type of court 

order is called an injunction. 

There are 2 types of injunctions: permanent or interim. The interim injunctions are temporary 

orders that are issued when the infringement is still to be proven. When the court is satisfied 

with the evidence, then a permanent injunction is ordered. 

2. Apart from the injunction stopping the infringer, the company can also seek retribution 

in form of  

a. damages, representing financial compensation to be paid by the infringer to the 

intellectual property rights holder for the loss that the intellectual property 

rights holder has suffered as a result of the infringer. 

b. Account of profit, when the infringer must hand over the profits they made 

from their infringing conduct 

 

Of course, legal actions are the best solutions, but it takes time, money and hiring legal 

representatives to make the case in court that are not always easy to do. Especially when the 

infringement is carried out abroad and the company needs to take into consideration the 

specifics and requirements of the local national law system. 

 

The second way to deal with IP breach is to address the infringer directly, without going to court.  

The following approaches can be used: 

• Issue a letter of demand, in which the infringer is asked to cease its actions.  

o In case the letter is enough to stop the infringement, but the infringer still is 

interested in the respective intellectual property and is willing to pay, a license 

can be issued that will maintain the ownership of the IPR but will bring an 

additional source of income through royalties. 

o In case the letter does not deter the infringer from continuing, then an 

alternative dispute resolution can be considered, that will mediate the conflict 

without the need for litigation in court.  

 
➢ Further reading - Recommended literature  
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http://www.fashion-enterprise.com/wp-content/uploads/2015/05/CFE-IP-DesignRights-Download1.pdf
http://www.fashion-enterprise.com/wp-content/uploads/2015/05/CFE-IP-DesignRights-Download1.pdf
http://www.thefashionlaw.com/home/currently-trending-in-fashion-design-patents
https://www.ipaustralia.gov.au/ip-infringement/enforcing-your-ip/enforce-your-right
http://www.kuhlen.name/MATERIALIEN/Publikationen2013/RK-copyright-issues-in-the-EU-submitted-preprint05032013-PDF.pdf
http://www.kuhlen.name/MATERIALIEN/Publikationen2013/RK-copyright-issues-in-the-EU-submitted-preprint05032013-PDF.pdf
http://www.wipo.int/edocs/pubdocs/en/intproperty/450/wipo_pub_450.pdf
http://www.wipo.int/edocs/pubdocs/en/wipo_pub_895_2016.pdf
http://www.wipo.int/wipo_magazine/en/2005/03/article_0009.html
http://www.thefashionlaw.com/home/yves-saint-laurent-granted-three-new-design-patents
http://www.thefashionlaw.com/home/yves-saint-laurent-granted-three-new-design-patents
http://www.fashion-enterprise.com/wp-content/uploads/2015/05/CFE-IP-DesignRights-Download1.pdf
http://www.fashion-enterprise.com/wp-content/uploads/2015/05/CFE-IP-DesignRights-Download1.pdf
http://www.thefashionlaw.com/home/currently-trending-in-fashion-design-patents
http://www.fashion-enterprise.com/wp-content/uploads/2015/05/CFE-IP-DesignRights-Download1.pdf
http://www.fashion-enterprise.com/wp-content/uploads/2015/05/CFE-IP-DesignRights-Download1.pdf
http://www.wipo.int/edocs/pubdocs/en/intproperty/791/wipo_pub_791.pdf
https://www.ipaustralia.gov.au/ip-infringement/enforcing-your-ip/enforce-your-right
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23. Denoncourt, J. et al., (editor Paley, E.), The Nottingham Intellectual Property Guide for 

Creatives, Nottingham Trent University, 2015, (available at 

https://www4.ntu.ac.uk/legal_advice_centre/document-uploads/creative-ip-guide.pdf)  

 

Recommended videos 

https://vimeo.com/60068622 

https://www.youtube.com/user/ipogovuk 

https://www.youtube.com/watch?v=rDKxuTi2Cmk 

https://www.youtube.com/watch?v=bleme1yyLgk 

https://www.youtube.com/watch?v=ntpgpA_kR5Y 

https://www.youtube.com/watch?v=tudr1fhx6kc 

https://www.youtube.com/watch?v=tKgQDxbhpEQ 

https://www.youtube.com/watch?v=MnoVF0ttQso 

https://www.youtube.com/watch?v=FYO5UGoURxY 

https://www.youtube.com/watch?v=EQsZf2G4Sdc 

https://www.youtube.com/watch?v=l4KQH47JD_I 

https://www.youtube.com/watch?v=BMcw3cgy49c 

https://www.youtube.com/watch?v=I-VDajBBFOk 

https://www.youtube.com/watch?v=5VI6YFlDwYY 

https://www.youtube.com/watch?v=5wu_x4kjadY 

 

  

https://www4.ntu.ac.uk/legal_advice_centre/document-uploads/creative-ip-guide.pdf
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2.2. Identify branding issues relating to export operations 
 

Export operations involve brands and products and their acceptance in other markets. However, 

globalization has created just as many challenges as opportunities for brands that venture 

overseas. Because consumers have so many more options for similar products, companies must 

adopt an export policy that suits their needs and in the same time is successful. This is reflected 

in brand-oriented policies, innovative products, high quality and ability to produce profit. These 

products cannot be marketed identically across the globe. Developing international 

marketing involves culture, market saturation, and customer behaviour. American and 

European companies especially have turned their international marketing efforts into something 

more than just exporting – they have adapted their branding to account for differences in 

consumers, demographics, and world markets. 

 

2.2.1. Identifying the most common problems that can arise in export operations. Preventative 

and remedial 

 

Export of fashion goods can take place within the EU or outside EU. In the first case, all issues 

related to export are presented on the Trade Helpdesk site of the European Commission15. The 

site contains information regarding the European market, requirements (EU legislation for all 

products and specific requirements for product groups, including labelling and packaging), 

import duties, internal taxes, rules of origin (general information and specific arrangements, 

including free trade agreements and economic partnerships agreements, market access 

regulations, etc.).  

 

The other case refers to export to countries outside EU that are subjected to their own 

legislation, so a solid documentation regarding national and regional markets is essential. The 

Market Access Database (MADB)16 gives information to companies exporting from the EU about 

import conditions in third country markets: tariffs, procedures and formalities, statistics, trade 

barriers, SPS: sanitary and phytosanitary issues, rules of Origin, etc. 

 

According to Hollensen17, the problems relating to export can be identified when initiating 

export activities, as well as during the export process.  

                                                           
15 http://trade.ec.europa.eu/tradehelp/ 
16 http://madb.europa.eu 
17 Hollensen, H., Global Marketing: A Decision-oriented Approach, 5th edition, Pearson Education Limited, 
UK, ISBN 978-0-273-72622-7 (2011) 
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The initiation of export can be affected by the following factors: 

• insufficient finances; 

• insufficient knowledge regarding potential foreign customers, competition and foreign 

business practices; 

• lack of foreign market connections; 

• lack of export commitment within the company; 

• lack of capital to finance expansion into foreign markets; 

• lack of productive capacity to dedicate to foreign markets; 

• lack of foreign channels of distribution; 

• management emphasis on developing domestic markets; 

• cost escalation due to high export manufacturing, distribution and financing 

expenditures. 

 

After starting the exporting process, three types of risks can arise: general market risks, 

commercial risks and political risks. These risks are detailed in the figure below.  

 
Potential risks when exporting 
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In a company, export risks should be considered at two levels: the lower level and the 

management level, as risks have to be surveyed and identified by the company staff involved in 

export activities and the actions to avoid or minimise these risks, part of in the general export 

strategy, pertain to company management.  

In order to prevent export risks, the following proactive actions18 should be considered at both 

levels. 

Type of risk Characterisation Proactive actions 

Country risks  Political instability, war or other 

forms of social upheaval, protest 

movements (like strikes)  

Keep constantly informed and updated 

on the economic and political situation 

of that country, especially its trade, 

customs and exchange policies  

Business risks Failure to meet demand due to 

inadequate production capacity  

Evaluate the production capacity so that 

it meets the demand  

Rejection of goods due to price 

tactics of unscrupulous 

importers  

In case of indirect export activities, the 

quality of the products should be 

guaranteed through previous samples.   

Misunderstanding due to 

cultural and language 

differences  

Study of the specific customs, visits to 

that  country, using a good translator for 

documents  

Fraudulent enquiries or offers Request a copy of the enquirer’s 

business license; 

Request a copy of the enquirer’s 

certificate of import/export authority 

(only available from certain countries) 

Ask for references from businesses the 

enquirer has dealt with 

Check out the enquirer’s website 

Conduct searches on the enquirer 

through the Internet or your known 

business associates in that market 

Commission a credit report to verify the 

enquirer’s operations, territory and 

payment history. 

                                                           
18 https://www.iesingapore.gov.sg/-/media/Files/Export-Overseas/Export-Guide/Export-Guide-2007-08-
13.ashx?la=en 
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Financial risks Unfavourable currency 

movements, including 

competitive risks, transaction 

risks, currency translation risks, 

risks arising from price list 

exposure 

Continuously monitor the economic and 

financial environment of that country, 

especially if the country is a high risk 

one. 

Check the list of barriers in the textile 

sector in the target country (see: the 

market Access Database). 

Hedging considerations Develop a proper hedging strategy to 

minimise exchange rate losses 

Payment defaults Perform credit-checks on your buyer 

Put in place a credit risk management 

policy. For new exporters, a best 

practice credit risk management policy 

should cover the following basic areas: 

• Counterparty initiation policies –

background checks on new proposed 

counterparties through available public 

information, credit agency reports and 

counterparty financials. 

• Credit authorities and limits – set 

different credit limits for different credit 

ratings of your counterparties. 

• Transaction approval process – 

establish a verification process to ensure 

that counterparty initiation, contracts, 

collateral provisions and collection 

comply with authorities and limits 

before a transaction is executed. 

• Reserving and capital policy – for 

instance, covering expected credit 

losses by taking a charge against 

earnings which you can reverse if the 

expected losses do not materialise. 

Payment delays Centralise all letters of credit activities 

with one relationship bank;  
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Insist on freely available letters of credit 

during negotiations; engage the 

relationship bank to help you reduce 

processing time; Improve your letters of 

credit processes to reduce 

discrepancies. 

Logistic risks  Establishing close communication with 

your buyer and choosing a proper 

logistics advisor; 

Adopting operational safeguards when 

transporting the merchandise; 

Financial mitigation through proper 

insurance; 

Specifying legal clauses to avoid dispute. 

Legal risks  Arise when the export contract 

is inadequate, leading to 

possible infringement of 

intellectual property rights, 

confidentiality breaches, 

misunderstanding of 

contractual conditions 

Protect confidential information and 

assets; 

Comply with the national/regional laws 

of the destination market; 

 

Risks from 

unforeseen 

circumstances 

Such risks include natural 

disasters, accidents, national 

disease emergencies, theft and 

in the recent years, financial 

collapses of banks and 

governments. While they do not 

occur often, it is impossible to 

avoid them altogether. 

Take out proper insurance coverage. 

Introduce force majeure clauses in the 

contract, specifying the responsible part 

and following consequences 

Create a protocol for emergency 

response practices; 

Review the business structure to adapt 

it if necessary to the demands of the 

foreign market; 

Take advantage of internationally 

accepted uniform standards; 

Find out the applicable international 

laws, regulations and conventions;  

Protect the intellectual property rights 

in the market intended for export. 
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Another aspect related to export risks refers to the type of export the company uses: direct or 

indirect (through intermediaries). Despite its advantages, direct export can present certain 

specific business, legal and logistics risks, such as: 

 

• Insufficient funds, personnel or capacities for production and export activities, including 

logistics 

• Cultural/social/language barriers can become a significant issue, as company personnel 

are not familiar with them and need time and training to become accustomed with the 

local culture  

• The brand is not enough/incorrectly promoted locally and the customer base is 

insufficient, not well handled 

• Inadequate communication with customers, slow response to demands   

• Any legal responsibility in the country where the export is placed belongs solely to the 

company 

 

 

➢ Further reading - Recommended literature  

 

http://www.clarkhill.com/alerts/imports-and-exports-a-short-list-of-common-problems-and-

opportunities.pdf 

https://www.cbi.eu/market-information/apparel/buyer-requirements/   

https://ec.europa.eu/growth/sectors/fashion/textiles-clothing_en 

 

2.2.2. Identifying the variables that are most likely to impact on the success of a brand in a target 

market 

 

Brand success is ensured by the deep understanding who are the intended foreign market and 

customers, as well as their demands and specific needs, finding the proper niche for the products 

and producing competitive products in order to be able to face the local competition.  

 

Due to its nature, fashion industry depends largely on brands and brand success for all 

companies, regardless of their size. In order to achieve success of their brand, companies must 

create and develop brand identity and manage it efficiently. Being brand oriented is “an 

approach in which the processes of the organization revolve around the creation, development, 

http://www.clarkhill.com/alerts/imports-and-exports-a-short-list-of-common-problems-and-opportunities.pdf
http://www.clarkhill.com/alerts/imports-and-exports-a-short-list-of-common-problems-and-opportunities.pdf
https://www.cbi.eu/market-information/apparel/buyer-requirements
https://ec.europa.eu/growth/sectors/fashion/textiles-clothing_en
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and protection of brand identity in an ongoing interaction with target customers with the aim 

of achieving lasting competitive advantages in the form of brands”19. 

 

Brand success can be related to the following factors20: 

• Brand barriers: market orientation (value, beliefs and assumptions of the firm), export 

barriers (export knowledge, internal resource constraints, procedural barriers and 

exogenous variables) and internationalization barriers (managerial factors and external 

factors).  

• Innovation: the degree to which a company is capable of producing innovative products 

in relation to its competitors is a decisive factor in attaining an advantage on the market 

and therefore ensure brand success. 

• Firm performance: it is linked to profit (return on investment, profit to sales ratio, sales 

growth and market shares).  

• Brand distinctiveness (being unique and desirable by target customers)  

 

However, the approach to branding and brand management is not coherent throughout fashion 

firms and depends a lot on company size, type of product and brand positioning strategies. For 

example, luxury brands have different strategies from mass-market brands.  Companies coming 

from developing countries have to struggle to promote their brand, while companies from 

countries perceived as leading in fashion design can easily export their brands. It is the case of 

Italian fashion marketers21 that used an export strategy based on opening a chain of retail stores 

in cities, targeting customers from the middle class market that already are interested in Italian 

brands and fashion concept. 

 

The approach of companies to brand development and management can be differentiated 

based on company size, as presented in the following Table22. Each of these activities is essential 

for brand success. 

 

 

                                                           
19 Urde, M. (1999), Brand orientation: a mindset for building brands into strategic resources, Journal of 
Marketing Management, Vol. 15 No 1-3, pp. 117-33 
20 Wong, HY, Merrilees, B., The performance benefits of being brand-orientated, Journal of Product & 
Brand Management, 17/6 (2008) 372–383 
21 Guercini, S, Runfola, A, How western marketers respond to the new middle class in emerging market 
cities: The case of Italian fashion marketers, International Business Review, 25 (2016) 691–702 (available 
at http://dx.doi.org/10.1016/j.ibusrev.2015.10.003) 
22 Spence M.,  Essoussi, LH., SME brand building and management: an exploratory study, European Journal 
of Marketing Vol. 44 No. 7/8, 2010, pp. 1037-1054 
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Activity Large organisations SMEs 

Brand “culture” Sophisticated concept Reductive concept 

Brand identity Visionary management 

Systematic process based on 

extensive market research, 

filling a gap in the marketplace 

Visionary individual = the 

entrepreneur 

Intuitive process based on the 

entrepreneur’s personality and 

values 

Brand equity Associations fabricated from 

consumer research and linked to 

consumer needs and product 

features 

Sophisticated measurement 

system 

Associations derived from the 

entrepreneur’s personality and 

values as 

well as from consumer needs and 

product features 

Measurement of brand equity a 

problem 

Brand strategies A multitude of strategies are 

being used locally and 

internationally, with the aim of 

maximizing market coverage 

and minimizing market overlaps 

Corporate branding is part of the 

overall brand strategy 

development 

A limited number of strategies are 

being used.  

Collaborative strategies as well as 

corporate branding not generally 

used.  

Different levels of brand orientation 

have been observed. 

Organization 

structure 

Brand responsibilities spread 

over 

several departments and 

functions 

Brand responsibilities handled by 

the 

entrepreneur and the 

entrepreneurial 

team 

Marketing Mix (the 

4 Ps) 

A wide range of highly visible 

and integrated programs 

The emphasis is on the product  

A wide diversity of innovative and 

more 

or less integrated actions depending 

on 

the firm 

Search for low cost tactics that 

would 

maximize the impact 
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Internationally, minimum national 

requirements should be met and 

local adaptations are left to 

horizontal partners 

 

In another study regarding the branding advantage on export ventures23, the authors concluded 

that ‘financial and experiential resources and communication capabilities create an export 

venture branding advantage, which in turn is related positively to export venture performance’. 

Export venture is defined as 'the firm’s efforts in a single product or product line exported to a 

specific foreign market'24.  

 

Financial resources concern the ability of the export venture to access cash and capital. 

Communication capabilities refer to the ability to promote the export product and manage 

customer value perceptions25.  

 

Branding advantage concerns the degree to which an export venture achieves a more favourable 

position in terms of branding among export customers than competitors do. 

 

The diagram presented below emphasises that export success depends on solid and constant 

financial support, the efficiency of the company export policy (both generated at managerial 

level), but also on the experience and knowledge of the personnel involved in export ventures, 

marketing, brand management and communication. If for large companies export activities can 

be developed and supervised by people in different departments, for SMEs this may well involve 

one or two persons who must possess a large range of knowledge and experience.  

 

                                                           
23 Spyropoulou, S, Skarmeas, D., Katsikeas, CS, An examination of branding advantage in export 

ventures, European Journal of Marketing, Vol. 45 No. 6, 2011, pp. 910-935, (available at 
www.emeraldinsight.com/0309-0566.htm) 
24 Katsikeas, C.S., Leonidou, L.C., Morgan, N.A. (2000), Firm-level export performance assessment: review, 
evaluation, and development, Journal of the Academy of Marketing Science, Vol. 28 No. 4, pp. 493-511. 
25 Vorhies, D.W., Morgan, N.A. (2005), Benchmarking marketing capabilities for sustainable competitive 
advantage, Journal of Marketing, Vol. 69 No. 1, pp. 80-94 
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Factors of influence on branding advantages and export success 

 

Another significant aspect brand success/effectiveness is how to measure it, and this is a tricky 

problem because any measurement method is related to human emotions and the way 

customers respond to a certain message of the brand. This is difficult to quantify. The literature26 

indicates three key metrics for brand effectiveness: 

 

• Interaction  

Has a customer taken action based on your emotional-value offering? For example, does 

someone click the link? Do they walk through the doors? Do they watch the video? Do they open 

the email? 

A lot of companies do not go further than quantifying interaction with customers and this is 

misleading, as it only shows numbers and does not solidify the relation with the customers.  

• Engagement 

Engagement measures the quality of the interaction and how far customers are willing to go 

once they’ve interacted with the brand and is evaluated through data collected from customers. 

                                                           
26 Gardner, J., The 3 Best Measures of True Branding Success Are Tough to Quantify (available at 
https://www.entrepreneur.com/article/239201) 
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Such data refer to: the number of e-mail addresses from customers in relation to the total 

number of customers in contact with the company’s products; existing pre-orders, comments 

on the company’s site, etc.  

• Participation 

Participation reflects the company’s ability to recruit customer loyalty and commitment to the 

brand. It can be reflected by the positive reviews from customers, their willingness to ‘convert’ 

other people to that brand, constant presence at all events organised by the company for the 

brand, etc. 

 

Keller27 proposed monitoring brand effectiveness based on a so called Brand report card that 

contains a set of ten attributes a strong successful brand should possess: 

 

1. The Brand Excels at Delivering the Benefits Customers Truly Desire 

Have you attempted to uncover unmet consumer needs and wants? By what methods? 

Do you focus relentlessly on maximising your customers’ product and service 

experiences? Do you have a system in place for getting comments from customers to 

the people who can effect change? 

2. The Brand Stays Relevant 

Have you invested in product improvements that provide better value for your 

customers? Are you in touch with your customers’ tastes? With the current market 

conditions? With new trends as they apply to your offering? Are your marketing 

decisions based on the above? 

3. The Pricing Strategy is based on Consumers’ Perceptions of Value 

Have you optimised price, cost and quality to meet or exceed customers’ expectations? 

Do you have a system in place to monitor customer’s perceptions of your brand’s value? 

Have you estimated how much value your customers believe the brand adds to your 

product? 

4. The Brand is Properly Positioned 

Have you established necessary and competitive points of parity with competitors? 

Have you established desirable and deliverable points of difference? 

5. The Brand is Consistent 

Are you sure that your marketing programmes are not sending conflicting messages and 

that they haven’t done so over time? Conversely, are you adjusting your programmes 

to keep current? 

 

                                                           
27 Keller, K.L., The Brand Report Card, Harvard Business Review, Jan-Feb 2000 
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6. The Brand Portfolio and Hierarchy Make Sense 

Can the corporate brand create a seamless umbrella for all the brands in your portfolio? 

Do the brands in that portfolio hold individual niches? How extensively do the brands 

overlap? In what areas? Conversely, do the brands maximise market coverage? Do you 

have a brand hierarchy that is well thought out and well understood? 

7. The Brand Makes Use of and Coordinates a Full Range of Marketing Activities to Build 

Equity 

Have you chosen or designed your brand name, logo, symbol, slogan, packaging, signage 

and so forth to maximise brand awareness? Have you implemented integrated push and 

pull marketing activities that involve your brand? Are the people managing each activity 

aware of one another? Have you capitalised on the unique capabilities of each 

communication option while ensuring that the meaning of the brand is consistently 

represented? 

8. The Brand’s Managers Understand what the Brand means to Consumers 

Do you know what customers like and don’t like about a brand? Are you aware of all the 

core associations people make with your brand, whether intentionally created by your 

company or not? Have you created detailed, research driven portraits of your target 

customers? Have you outlined customer driven boundaries for brand extensions and 

guidelines for marketing programmes? 

9. The Brand is given Proper Support and that Support is Sustained over the long run 

Are the successes or failures of marketing programmes fully understood before they are 

changed? Is the brand given sufficient R&D support? Have you avoided the temptation 

to cut back marketing support for the brand in reaction to a downturn in the market or 

a slump in sales? 

10. The Company Monitors Sources of Brand Equity 

Have you created a brand charter that defines the meaning and equity of the brand and 

how it should be treated? Do you conduct periodic brand audits to assess the health of 

your brand and to set strategic direction? Do you conduct routine tracking studies to 

evaluate current market performance? Do you regularly distribute brand equity reports 

that summarize all relevant research and information to assist marketers in making 

decisions? Have you assigned explicit responsibility for monitoring and preserving brand 

equity? 
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➢ Further reading - Recommended literature  

 

1. Albaum, G., Duerr E. (2008), International Marketing and Export Management, Pearson 

Education,  

2. Bridson, K. and Evans, F. (2004), The secret to a fashion advantage is brand orientation, 

International Journal of Retail & Distribution Management, Vol. 32 No. 8, pp. 403-11 

3. Dikova, D. et al (2016), What is beneficial for first-time SME-exporters from a transition 

economy: A diversified or a focused export-strategy, Journal of World Business 51 185–199  

4. Fuchs, C., Diamantopoulos, A. (2010), Evaluating the effectiveness of brand-positioning 

strategies from a consumer perspective, European Journal of Marketing, Vol. 44 No. 11/12, 

pp. 1763-1786 

5. Howard, F. (2015), Brand Effectiveness – Want to know how to measure it? (Available at 

http://www.finolahoward.com/brand-effectiveness/) 

6. Ko, E., Megehee, C.M. (2012), Fashion marketing of luxury brands: Recent research issues 

and contributions, Journal of Business Research 65 1395–1398 

7. Moore, M., Fairhurst, A. (2003), Marketing capabilities and firm performance in fashion 

retailing, Journal of Fashion Marketing and Management, Vol. 7 No. 4, pp. 386-97 

8. Needham, D. (1996), Business for Higher Awards, Oxford, England, Heinemann  

9. Renton, M. et al, Finding fit: An exploratory look at SME brand orientation and brand 

management in the New Zealand food and beverage sector, Journal of Brand Management 

Vol. 23, 3, 289–305 

10. Urde, M. (1999), Brand orientation: a mindset for building brands into strategic resources, 

Journal of Marketing Management, Vol. 15 No 1-3, pp. 117-33 

11. Wong, HY, Merrilees, B. (2008) ,  The performance benefits of being brand-orientated, 

Journal of Product & Brand Management, 17/6 372–383 

12. http://therightsocialmedia.novertur.com/international-trade-2/5-reasons-success-export-

markets/ 

13. http://www.freepatentsonline.com/article/International-Trade-Forum/14444659.html 

14. http://www.matrade.gov.my/en/malaysian-exporters/going-global/tips-for-exporting 

15. http://www.stephenzoeller.com/projects-case-studies/ 

16. http://www.textiletoday.com.bd/branding-of-bangladeshi-clothing-are-we-ready/ 

17. http://www.tradestart.ca/success-factors 

18. https://4cm.co.uk/successful-exporting/ 

19. https://bakermarketingservices.com/2014/11/5-keys-to-your-export-marketing-success/ 

20. https://blog.demandmetric.com/2008/08/06/target-market-selection-segmentation-and-

positioning 

http://therightsocialmedia.novertur.com/international-trade-2/5-reasons-success-export-markets/
http://therightsocialmedia.novertur.com/international-trade-2/5-reasons-success-export-markets/
http://www.freepatentsonline.com/article/International-Trade-Forum/14444659.html
http://www.matrade.gov.my/en/malaysian-exporters/going-global/tips-for-exporting
http://www.stephenzoeller.com/projects-case-studies/
http://www.textiletoday.com.bd/branding-of-bangladeshi-clothing-are-we-ready/
http://www.tradestart.ca/success-factors
https://4cm.co.uk/successful-exporting/
https://bakermarketingservices.com/2014/11/5-keys-to-your-export-marketing-success/
https://blog.demandmetric.com/2008/08/06/target-market-selection-segmentation-and-positioning
https://blog.demandmetric.com/2008/08/06/target-market-selection-segmentation-and-positioning
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21. Eleven risks for consumer products companies (4. Brand and marketing effectiveness) 

(available at http://www.ey.com/gl/en/industries/consumer-products/eleven-risks-for-

consumer-products-companies---4--brand-and-marketing-effectiveness#) 

 

 

2.3. Understand the variables affecting the market entry in relation to the 

product and branding 

 
The economic globalization of the last decades amplified the opportunities for companies to 

enter foreign markets. This statement is especially true for the fashion industry that is well suited 

for internationalization and its growth is largely based on this concept. Internationalization is 

defined as the process of increasing involvement of enterprises in international markets. 

There are various strategies to enter a new market, summarised in the figure below.  

 
Market entry-mode strategies 

 

Market-entry strategies can be grouped in equity and non-equity entry modes, with different 

degree of investment (as seen in the graph above) and degree of risk. Export, together with 

licensing and franchising are considered non-equity modes; in the case of the fashion industry 

they are specific to SMEs with little experience and financial power, as well as large companies 

http://www.ey.com/gl/en/industries/consumer-products/eleven-risks-for-consumer-products-companies---4--brand-and-marketing-effectiveness
http://www.ey.com/gl/en/industries/consumer-products/eleven-risks-for-consumer-products-companies---4--brand-and-marketing-effectiveness
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with strong brands and tradition in fashion, including retailers (especially licensing and 

franchising). Strategic alliances are considered an intermediate entry mode. Joint ventures and 

whole-owned subsidiaries require foreign direct investment (FDI) and are considered equity 

entry modes. Large fashion manufacturing companies and retailers can use equity-based 

market-entry strategies especially in less developed countries, where they can use the 

advantages given by lower production costs due to cheaper work force.  

 

Jeffery and Evans28 consider that the market-entry strategies for the fashion industry are 

selected based on the characteristics of the business, whether a brand is distributed, what 

country is targeted and the timing (early or late entrant). The market entry strategy should 

consider the type of market, the products, their positioning and the existing competitors.  

 

Export is the first step toward internationalization, with a low degree of risk, as well as control 

and can be done in three ways (Hollensen, Global Marketing): 

 

1. Indirect export - the producing company has no implication in any export operations, all 

export activities being performed by others - export buying agents, brokers, export management 

companies/export houses, trading companies and piggyback (the exporting company uses 

another more experienced company, called a carrier, to enter the market). 

Intermediaries can be located by using various sources29: government trade offices, chambers 

of commerce, trade shows, international banks and other firms, trade and professional 

associations, and advertisements in foreign trade publications. 

 

2. Direct export - the company is directly involved in the export process (the manufacturer 

or exporter sells directly to an importer or buyer located in a foreign market area), using 

foreign-based agents and distributors. The company handles directly overseas contacts, 

marketing research, documentation and transportation, and the designing of the marketing 

mix strategies. 

 

3. Cooperative exports involves collaborative agreements with other firms (export marketing 

groups) concerning the performance of exporting functions. 

                                                           
28 Jeffrey, M., Evans, N. (2011), Costing for the fashion industry, Berg, UK, ISBN 978 1 84788 259 2 
29 Seyoum, B. (2013), Export-Import Theory, Practices, and Procedures, 3rd edition, Taylor & Francis, UK, 
ISBN: 9780415818377 
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The figure below presents the main advantages and disadvantages for all three type of export 

modes. 

 
Advantages and disadvantages of export modes 

 

Hollensen also relates the export modes to the specifics of the garment value chains, positioning 

the chain components (R&D, production, marketing and sales and services) as performed by the 

exporting company or the intermediary (from the national or the foreign market). The diagram 

shows who determines and executes the marketing strategy and has control and responsibility 
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over the marketing mix and sales, while in all cases the exporting manufacturer control the 

product through R&D and production. 

 
Export modes and their specific value chains (A = the manufacturing company, B = the 

intermediary and C = the customers) (Hollensen, Global Marketing) 

 

Licensing refers to a business arrangement in which one company gives another company 

permission to manufacture its product (patents, trademarks, copyrights, designs, and other 

intellectual property) for a specified payment. Licensing fees are small, but their profitability 

comes from the volume of sales. For example, about 90 % of the sales at Calvin Klein Inc. comes 

from licensing the designer's name to makers of underwear, jeans and perfume.  

 

Franchising refers to the use a firm's business model and brand for a prescribed period of time. 

Franchising wasn't used in fashion but companies like Tommy Hilfiger, Benetton and 

Ermenegildo Zegna have discovered that franchising can be a good strategy to enter foreign 

markets, as it has the right balance between maintaining control of the brand and managing the 

capital at risk.  

 

2.3.1. Examples of variables that impact on market entry (Product pricing, commission, labelling, 

marketing, media and employment) 

 

Once the decision to enter a foreign market is taken, the company or the intermediaries 

(depending on the entry mode) must define and implement a marketing plan that will ensure 
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sales and benefit for the exporting company. Whatever the case, it is essential to define the 

marketing mix (a set of marketing tools that the firm uses to pursue its marketing objectives in 

the target) adapted to export specifics. There are several models for the marketing mix - the 

4Ps, the extended 7Ps, the 4Cs (customer oriented models). This chapter discusses several 

aspects of the 4Ps model of marketing mix.  

 
The marketing mix for export 

 

a. Product  

 

In the fashion industry, products' attributes are not only technical. The quality of the garments 

is also defined by their correspondence to trends and customers wants and it depends heavily 

on the creative work of the designer. The decision regarding the future collection (the products) 

depends on the ability to understand and predict fashion trends. Fashion 

merchandising involves the production of fashion designs and distribution of final products to 

the end consumer and its importance derives from the need to really understand the market.  

 

Fashion merchandisers work with designers to ensure that designs will be affordable and desired 

by the target market - the right merchandise, at the right price, at the right time, in the right 

place, in the right quantities. Fashion merchandising is prominent in retailing, but manufacturing 

companies must have people capable of anticipating the market trends, especially when they 
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are involved in export/internationalization. In the case of export, the fashion merchandiser must 

deeply understand the market requirements and preferences. Companies could use local 

merchandisers to ensure success. 

 

Manufacturer merchandisers forecast consumers' preferences for silhouettes, sizes, colours, 

quantities, and costs each season, taking into consideration retailers and consumers. Following 

the forecasting stage, manufacturer merchandisers meet with designers to develop products 

that consumers will purchase most. The manufacturer merchandisers determine the best fabric, 

notions, product methods, and promotions for products. These decisions all contribute to final 

retail costs, which must be affordable to end consumers. 

 

Retailer merchandisers also begin their process by forecasting industry and fashion trends with 

their target markets in mind. Decisions are made based on the past, present, and future of the 

economy, sales, industry and fashion trends, region and world events, and the fashion cycle. 

When selecting merchandise to offer, retailer merchandisers will consider their target markets' 

colour, style, size, and cost preferences. Once accurate decisions are made, retailer 

merchandisers will order goods from vendors or produce private labels.  

 

Importance of international branding in fashion export 

Branding as part of the marketing mix for export presents certain specific issues: 

• the marketing environment (culture, legal, technological and economic aspects) of a 

foreign country is different and therefore the brand needs to be adapted to the 

characteristics of the overseas markets. 

• there is need to consider the demand size of the markets when considering whether 

a brand should be standardized in the overseas markets. The components of the 

demand size - indigenous culture, consumption patterns, regulations, competitive 

practices, media availability and brand history development - are the factors to force 

the international marketers to adapt their brands. 

• there are four distinctive decision levels to consider in international branding: i) brand 

versus no brand, ii) manufacturer’s brand versus private brand, iii) one brand versus 

multiple brands for the same market, and iv) worldwide brand versus local brand. 
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Single brand is a type of brand name product or service that is not in affiliation with any other 

brand family or corporate brand name. Umbrella branding is a marketing practice involving the 

use of a single brand name for the sale of two or more related products. It is mainly used by 

companies with a positive brand equity. Multiple branding refer to using the different brands 

for similar products from the same company (creating a brand portfolio).  

 

➢ Further reading - Recommended literature  
 

1. https://www.smartling.com/market-penetration/ International Market Penetration Begins 

with Branding   

2. Tsan-Ming Choi (2014), Fashion Branding and Consumer Behaviors: Scientific Models, 

Springer Science & Business Media  

 

➢ Labelling 

 

Labelling in fashion industry is an issue of importance for export activities, as incorrect labelling 

can lead to problems at the borders (including risking rejection) or costly recalls that can affect 

the company’s brand and its revenue. 
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A study form the European Commission DG Enterprise and Industry30 indicates labels should 

contain information regarding: 

• Country of origin 

• Fibre content (percentages of fibres used) – in EU this is regulated by Regulation (EU) No 

1007/2011 (http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:02011R1007-

20130701) 

• Manufacturer/importer information 

• Size – each country has its own size system, so correlation with the local size system is 

important  

• Care instructions – symbols used to present garment care instructions are regulated 

according to ISO 3758 - Textiles -- Care labelling code using symbols. GINITEX the 

International Association for Textile Care Labelling that includes 21 state members31 defined 

these symbols32.  

• Further information: requirements for flammability, for the presence of allergenic 

substances, environmental and social aspects (eco-labelling33), traceability, electronic 

labelling 

 

The same study emphasises the existing differences in national circumstances related to textile 

labelling and their complexity. 

 

The requirements for label information can be: 

• Mandatory (compulsory) – it is the case of legal requirements that must appear on a 

label 

• Optional (voluntary) – this type of information is not imposed legally 

• Industry practice  - information commonly provided by the industry even though it is 

not mandatory 

When considering labelling export products (garments), information regarding the specific 

requirements should be gathered. EU and other regional/national sites provide such specifics 

for textile and fashion industry, for example EU (0070_Guia%20Etiquetaje%20Internacional.pdf) 

or USA – OTEXA 

                                                           
30 Study of the need and options for the harmonisation of the labelling of textile and clothing products 
(2012) (available at  
http://www.industriall-europe.eu/Sectors/TCL/2013/Study%20labelling%20textile%20products%20-
%20final%20report%20Matrix.pdf) 
31 http://www.ginetex.net/ginetex/country-members/websites/  
32 http://www.ginetex.net/files/pdf/gin_pfle_bro_ch_gb_web_rz.pdf  
33 http://ec.europa.eu/environment/ecolabel/ 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:02011R1007-20130701
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:02011R1007-20130701
http://www.ginetex.net/ginetex/country-members/websites/
http://www.ginetex.net/files/pdf/gin_pfle_bro_ch_gb_web_rz.pdf
http://ec.europa.eu/environment/ecolabel/
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(http://web.ita.doc.gov/tacgi/overseasnew.nsf/d1c13cd06af5e3a9852576b20052d5d5/fad890

0a6a29da2b8525789d0049ea04?OpenDocument).  

 

Labelling is frequently cited as a source of non-tariff trade barrier. Product labelling is considered 

a type of technical measure that governments use to correct inefficiencies in markets and to 

achieve other regulatory goals. The purpose of labelling regimes is to inform consumers about 

attributes of products or how they are produced. Because labelling per se does not oblige 

producers to modify their products in order to enter a market, labelling usually is considered a 

relatively trade-friendly regulatory approach. Nevertheless, by design or effect, labelling can be 

costly for businesses and restrict trade. 

 

So far the EU has had a minimalistic approach as compared to other countries and to some of 

its Member States. The only mandatory information needed is fibre composition. 

 

 

➢ Further reading - Recommended literature  

 

1. https://www.tuv-sud.com/uploads/images/1431487296218287731573/tuv-sud-global-

labelling-handbook-preview.pdf  

2. https://ec.europa.eu/growth/sectors/fashion/textiles-clothing/legislation_en  

3. https://ec.europa.eu/growth/sectors/fashion/textiles-clothing/labelling-expert-group_en  

4. Euratex contribution on the CMR restriction in textile articles and clothing (2017) (available 

at http://ec.europa.eu/DocsRoom/documents/22882)  

5. EURATEX POSITION PAPER ON TEXTILE & CLOTHING REGULATORY ISSUES TO BE ADDRESSED 

IN THE TTIP NEGOTIATIONS (available at 

http://www.euratex.eu/fileadmin/user_upload/images/position_papers/position_papers_

2014/Euratex_Position_Paper_on_TTIP_.pdf)   

Global labelling handbook for apparel, footwear and accessories, TUV SUD (order available 

at https://www.tuv-sud.com/home-com/resource-centre/publications/white-papers-e-

books/global-labelling-handbook)  

6. Guía práctica para el etiquetado de productos textiles (available at 

https://texforformacion.files.wordpress.com/2016/12/guia-practica-etiquetado-textiles-

esp.pdf)  

7. http://www.ukft.org/business.php?page=business&mcat=2&catid=22)  

 

 

 

http://web.ita.doc.gov/tacgi/overseasnew.nsf/d1c13cd06af5e3a9852576b20052d5d5/fad8900a6a29da2b8525789d0049ea04?OpenDocument
http://web.ita.doc.gov/tacgi/overseasnew.nsf/d1c13cd06af5e3a9852576b20052d5d5/fad8900a6a29da2b8525789d0049ea04?OpenDocument
https://www.tuv-sud.com/uploads/images/1431487296218287731573/tuv-sud-global-labelling-handbook-preview.pdf
https://www.tuv-sud.com/uploads/images/1431487296218287731573/tuv-sud-global-labelling-handbook-preview.pdf
https://ec.europa.eu/growth/sectors/fashion/textiles-clothing/legislation_en
https://ec.europa.eu/growth/sectors/fashion/textiles-clothing/labelling-expert-group_en
http://ec.europa.eu/DocsRoom/documents/22882
http://www.euratex.eu/fileadmin/user_upload/images/position_papers/position_papers_2014/Euratex_Position_Paper_on_TTIP_.pdf
http://www.euratex.eu/fileadmin/user_upload/images/position_papers/position_papers_2014/Euratex_Position_Paper_on_TTIP_.pdf
https://www.tuv-sud.com/home-com/resource-centre/publications/white-papers-e-books/global-labelling-handbook
https://www.tuv-sud.com/home-com/resource-centre/publications/white-papers-e-books/global-labelling-handbook
https://texforformacion.files.wordpress.com/2016/12/guia-practica-etiquetado-textiles-esp.pdf
https://texforformacion.files.wordpress.com/2016/12/guia-practica-etiquetado-textiles-esp.pdf
http://www.ukft.org/business.php?page=business&mcat=2&catid=22
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➢ Product Packaging 

 

In the fashion industry packaging is not merely used to protect the garments during 

transportation and storage, but also as a marketing and promotional tool34. Packaging deals with 

the nature of the container/wrapper, its size, shape, colour and the message printed on it. When 

deciding on product packaging, its quality, functionality and innovative aspects must be 

balanced with cost limits.   

 

The usual features of packaging are: 

a)  The container should be strong so that it can stand the strain of transportation and handling. 

It should be strong also to ensure a long shelf-life. 

b) While being strong, it should avoid being too heavy so that it remains easy to handle and 

inexpensive on freight. 

The marketing features of packaging are: 

a)  It must advertise the brand and the manufacturer. 

b) It must be distinctive and capable of ‘differentiating’ the product. 

c)  It must be suitable for display. 

d)  It must be helpful in identifying the product. 

e)  It must carry the brand name, brand / trade mark and all the other required information. 

f)   It must be attractive. 

g)  It must be so designed as to add convenience for carrying and handling the product. 

h)  It should require the minimum shelf space. 

i)   The colours and the material used for outer packaging must not create any socially or 

psychologically bad image about the product. 

j)    Packaging must be capable of keeping intact the hygiene of the product for its shelf life. 

 

b. Product pricing 

 

Price is one of the four major elements in the marketing mix and it is an important strategic 

issue, because it is the only component that generates profit. It is influenced by: 

• internal factors - related to the company and to the product, like costs of production, 

distribution, freight costs, and promotion requirements,  

• external factors - environmental (governmental policies, inflation, currency fluctuation) and 

market related (consumer needs and wants, prices used by competitors, levels of local 

imports and local production and price sophistication of the market place). 

                                                           
34 http://www.bxpmagazine.com/article/branding-and-packag to the product ing-globalized-market 
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While there is no single formula to establish and set basic pricing levels (for domestic or export 

markets), the following list is a sequence of steps35 that determine the market level at which 

pricing of a product should be set: 

 

• Developing marketing strategies for target countries - performing marketing analysis, 

segmentation analysis, product targeting, and positioning evaluations.  

• Estimating demand requirements - understanding how quantity and quality demand varies 

with price in each marketplace and implementing appropriate policies.  

• Setting pricing objectives - such as profit maximisation, or revenue maximisation, or price 

stabilisation (a situation of status quo with other competitors).  

• Determining pricing levels - using information collected in the above steps to select an 

appropriate pricing method, develop the pricing structure, and identify any discount 

policies.  

• Understanding environmental factors - evaluating likely competitors and their expected 

actions, understanding legal constraints, trade barriers, logistical constraints, etc. in the 

target markets.  

• Marketing mix decisions - defining the product, distribution, and promotional tactics to be 

utilised in individual markets. 

• Calculating in-house costs - which include fixed and variable costs associated with the 

production, marketing, and distribution of the product in a particular export market. 

 

➢ Pricing Tactics  

 

To penetrate a product into the export market, the pricing objective can often be to either (a) 

maximise profit margin, or (b) maximise quantity sales - to increase market share. To meet these 

objectives, some demand-orientated tactics can be employed, depending upon circumstance - 

which can be summarised in the following manner: 

 

• Skimming prices - are high prices for new innovative products that are intended to maximize 

the profit while the competition is still not strong. The product is sold exclusively to 

customers that are less price sensitive. Initially these customers can be charged a high price, 

                                                           
35 
http://www.sidf.gov.sa/en/MediaCenter/ResearchandStudies/ExportInformationExportBulletinKnowled
geBase/2004-EB-05%20-%20Guide%20to%20Export%20Pricing.pdf  
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then the prices are lowered to 'skim' off the next layer of buyers, etc. Eventually, the price 

will drop as the product matures and competitors offer lower prices.  

• Penetration pricing - pursues the objective of quantity maximisation by means of a low 

price. A low initial price is set in order to penetrate the market quickly, while it can also 

discourages competitors from entering the market. It is an approach that can be used when 

many segments of the market are price sensitive.  

• Prestige pricing - used when cheap products are not taken seriously by some customers 

unless they are priced at a particular level. In this case the higher price is linked to a 

perception of better quality product, although this may not be the case always.  

• Odd-even pricing - takes advantage of human psychology that is sensible to psychological 

thresholds (products sell best at certain price under the threshold).   

• Demand-backward pricing is sometimes used by producers in certain circumstances. First, 

the price consumers are willing to pay for a product is determined though research and 

analysis, then the Producer/Exporter works backward through the standard mark-

ups/margins taken by the distribution network to come up with a calculated price that the 

customer can be charged.  

• Bundle pricing - is offering two or more products together in a single package price. This can 

offer savings to both the customer and to the producer, who saves the cost of marketing 

both products separately. The customer is willing to pay more because he perceives that he 

is getting a lot more for his money, even though the cost to the producer may not really be 

that much more.  

 

➢ Methods of Pricing  

 

There are several pricing methods available to an exporting company:  

• Cost-plus pricing - the price includes the production cost plus a certain profit margin 

(domestic manufacturing plus administration, research and development, overhead, freight 

forwarding, distributor margins, customs charges, and profit).  

Cost-plus pricing is the traditional approach to calculating the price of exported goods. The 

diagram below contains the components of the cost-plus price calculus. The components are as 

follows: 

• EXW (Ex-Works) – also sometimes referred to as the Ex-Factory price. This basically means 

the cost of the product.  

• FOB – Free on Board (or Freight on Board), covers the delivery costs  

• CFR/CPT = COST AND FREIGHT/ CARRIAGE PAID TO (costs without insurance) 

• CIF – Cost, Insurance and Freight  
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• DDP - delivery duty paid 

 

 
Calculus components for the cost-plus prices 

 

The terms used are called Incoterms (International Commercial Terms) and they were 

introduced in 1936 to avoid confusion over the interpretation of shipping terms and define the 

roles of the buyer and seller. The International Chamber of Commerce, based in France, is 

responsible for the administration of Incoterms. The latest version (Incoterms 2000) covers 13 

terms36 and defines the responsibility between the buyer and seller for each component of an 

                                                           
36 (http://www.iccwbo.org/incoterms) 
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export transaction. There is a clear assignment of responsibility for both buyers and sellers for 

each term37.  

 

An alternative pricing technique to the 'cost plus' method is the 'top down' method that works 

back from a market price that the exporter will have to meet to be competitive. The method is 

exemplified below. 

 

Marginal or differential costing is a technique commonly employed in export and produces a 

more competitive price to assist market entry. This method establishes the base price of a 

product or service using the direct costs of production and sales, with fixed costs apportioned 

to the volume of the sale. Care must be taken to ensure that your existing business continues to 

run at stable volumes and that your marginal price is applied to new business. 

 
 

                                                           
37 http://cdn0.blocksassets.com/assets/tfia/events/V8dUQiknmI5tzoj/Austrade-pricing-for-export.pdf 
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➢ Further reading - Recommended literature  

 

1. https://gc21.giz.de/ibt/en/opt/site/ilt/ibt/regionalportale/sadc/downloads/export_costing

_pricing.pdf   

2. https://www.nzte.govt.nz/export-assistance/export-essentials-guides/understanding-

your-export-pricing-options  

3. https://courses.lumenlearning.com/boundless-business/chapter/pricing-methods/  

4. Export import price index manual - Theory and Practice, International Monetary Fund (2009) 

(available at https://www.imf.org/external/np/sta/xipim/pdf/xipim.pdf)  

5. http://www.exportjamaica.org/start/images/stories/pdf/Export_costing_and_pricing.pdf  

6. http://cdn0.blocksassets.com/assets/tfia/events/V8dUQiknmI5tzoj/Austrade-pricing-for-

export.pdf  

7. http://www.iiem.com/em/export_marketing/chapter19.html  

8. http://www.exportmaster.co.uk/emtopics/exportcostings1987.pdf  

9. https://ec.europa.eu/taxation_customs/business/calculation-customs-duties_en  

10. http://www.exporthelp.co.za/modules/8_export_plan/price/intro.html  

 

c. Product placement 

 

Product placement refers to bringing the product to the customer through channels of 

distribution.  

 

Hollensen38 considers the structure of a distribution channel to be defined at 3 levels, according 

to external and internal factors, as presented in the figure below. This levels are: the structure 

of the channel, management of the distribution and logistics. 

                                                           
38 Hollensen, S. (2008), Global Marketing, chapter 16 Distribution Decisions 

https://gc21.giz.de/ibt/en/opt/site/ilt/ibt/regionalportale/sadc/downloads/export_costing_pricing.pdf
https://gc21.giz.de/ibt/en/opt/site/ilt/ibt/regionalportale/sadc/downloads/export_costing_pricing.pdf
https://www.nzte.govt.nz/export-assistance/export-essentials-guides/understanding-your-export-pricing-options
https://www.nzte.govt.nz/export-assistance/export-essentials-guides/understanding-your-export-pricing-options
https://courses.lumenlearning.com/boundless-business/chapter/pricing-methods/
https://www.imf.org/external/np/sta/xipim/pdf/xipim.pdf
http://www.exportjamaica.org/start/images/stories/pdf/Export_costing_and_pricing.pdf
http://cdn0.blocksassets.com/assets/tfia/events/V8dUQiknmI5tzoj/Austrade-pricing-for-export.pdf
http://cdn0.blocksassets.com/assets/tfia/events/V8dUQiknmI5tzoj/Austrade-pricing-for-export.pdf
http://www.iiem.com/em/export_marketing/chapter19.html
http://www.exportmaster.co.uk/emtopics/exportcostings1987.pdf
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties_en
http://www.exporthelp.co.za/modules/8_export_plan/price/intro.html
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Decisions related to channel distribution (Hollensen, Global Marketing) 

 

Hundekar39 considers that there are 5 most common channels of distribution, with different 

degrees of length and coverage, illustrated below. When exporting, these channels must be 

considered in relation to the selected export mode and value chain.  

                                                           
39 Hundekar, S.G. et al. (2010) Principles of Marketing. Mumbai, Global Media, India 
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Most common distribution channels 

 

d. Product promotion 

 

Product promotion is advertising a product or brand, generating sales, and creating brand 

loyalty, regardless of the targeted market (local or foreign). The promotion is intended: 

 

1. To present information to consumers and others. 

2. To increase demand. 

3. To differentiate a product 

 

According to Hollensen40, promotion can take two forms: one-way communication and two-way 

communication, detailed below. 

                                                           
40 Hollensen, S. (2008), Global Marketing, chapter 17 Communication decisions (promotion strategies) 
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Still, the difference in promotion strategies for export/internationalization lays especially in 

understanding what communication channels are most effective in a certain country and what 

messages should be used or avoided in order not to offend the customers.  

 

Promotion activities can be carried out by the company, involving the PR department or 

advertising specialists are used to define and execute promotion campaigns.  

 

➢ Defining the promotion budget 

 

There are three types of promotion budget: 

▪ Top-down - Senior management develops promotion budget allocations 

▪ Bottom-up - Merchandising employees develop a promotion plan and estimate budget 

needed to carry out plan 

▪ Affordability - Allocating what company feels they can afford 

Promotion budget is built based on the following 

▪ it is usually 5%-8% of firm’s anticipated annual sales 

▪ it considers the expenditures of the previous year as a base and then add percent based 

on sales trends 

▪ if possible, it should consider the promotion budgets of competitors or at least their 

magnitude 
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➢ Specifics of promotion in the fashion industry 

 

Bloom41 notes that promotion can make the difference for the success of the fashion brands and 

fashion designers. He considers that a mix of traditional and digital promotion techniques are 

best suited for the fashion brands. Bloom also comments on the effectiveness of the following 

promotion techniques. 

 

a. Advertising (print, TV, radio and online) 

Advertising is expensive, especially the printed press, but it reaches a large audience.  Online 

advertising can be more affordable, but the efficiency of the promotion through banner ads is 

questionable. Other more creative online ads could prove more efficient.  

 

b. Cooperative advertising 

Cooperative advertising (CO-OP) refers to the sharing of advertising (catalogues and store 

advertisements) and its costs by two or more organizations. In this case, producers of brand-

name goods may help retailers with local advertising and costs. Manufacturers may place 

restrictions on retailers to qualify for co-op money.  

 

c. Public Relations 

A strong PR strategy can lead to extremely helpful “organic” media exposure and influencer 

endorsements via celebrity placement, gifting, wardrobing and personal appearances by the 

designer or brand representative(s). This is a restrictive promotion strategy because it requires 

an already strong brand and financial power.  

One of the big questions most young brands wrestle with is whether to hire a PR firm or to keep 

PR in house.  

 

d. Social Media 

With so many new online platforms and technologies available to brands, it can be hard to know 

where to focus. In general, it starts with understanding the customers and what type of online 

platforms they prefer. The selection of the online platform to promote the products must take 

into consideration the need for high visual presentation of the garments. Furthermore, 

somebody must take care of the account and engage actively with the followers. 

 

                                                           
41 https://www.businessoffashion.com/articles/basics/the-basics-part-8-marketing 
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EXAMPLE OF MARKETING MIX 

 

i) Marketing mix of Adidas  

(https://www.marketing91.com/marketing-mix-adidas/) 

Adidas has various products. The major product of Adidas is off course their footwear. The 

secondary product of Adidas is apparel’s and accessories. Apparel’s like T-Shirts, jackets, 

sweatshirts, shorts etc. are in great demand. Where Reebok (the company owning Adidas) is 

stronger in footwear, Adidas is stronger in apparel’s. 

 

The aim of Adidas is to give the best footwear to their customers which has the combination 

of technology and design. These products are not need based; the shoes are bought 

by customers to satisfy their wants and desires. Similarly, the apparel’s are targeted towards 

comfort during heavy activity. However, although the main target is sports, the apparel’s are 

frequently used as a style statement by youngsters. 

 

Pricing 

Adidas, because of its style, design and promotions uses skimming prices as well as competitive 

pricing. For run of the mill products, Adidas uses competitive pricing keeping in mind 

competitors like Nike, Reebok and Puma. But for products which are newly introduced in the 

market and are uniquely designed, Adidas uses skimming price. 

 

Apparel’s of Adidas constantly use skimming price and are higher priced due to brand equity of 

Adidas in the apparel’s market. The target customer for Adidas is the upper middle class as well 

as high end customers. Adidas never uses penetrative pricing because that will affect the brand 

equity of Adidas. In fact, the higher price point helps in the price quality approach and 

psychologically, customers think that a higher price will mean better quality as well. Thus, 

Adidas rarely drops its prices. 

 

Place in the marketing mix of Adidas 

The major way in which Adidas is sold is through retail outlets. Adidas has its own exclusive 

stores in which the material is provided directly from the company. On the other hand, many 

multi brand showrooms will also have Adidas apparel’s and footwear on display. These multi 

brand showrooms get the products from a distributor. The third and last mode of distribution 

is online. The products are sold through online medium via fashion stores like myntra.com as 

well as the online website of Adidas. Thus the distribution channel of Adidas is as follows 

1) Manufacturing > Adidas outlets > End customer 

https://www.marketing91.com/marketing-mix-adidas/
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2) Manufacturing > Distributor > Multi brand showrooms 

3) Manufacturing > Online fashion websites / Adidas website > End customer 

Due to the excellent brand equity of Adidas, the operating margins are fairly high thereby 

keeping the distribution channel motivated.  

 

 

 

Promotions in the marketing mix of Adidas 

Adidas markets through various marketing vehicles but the majority of marketing 

is concentrated on television and product placements. The creative team of Adidas is known to 

pump adrenaline in their customers through ads which are well made, very creative and filled 

with energy. The tagline of Adidas “Impossible is nothing” is in itself a very powerful statement 

for the brand. 

 

Below the line marketing of Adidas includes some very creative outdoor campaigns as well as 

events marketing. Sales promotions and trade promotions are also regularly offered by Adidas 

to their channel partners to promote the sales of the brand. 

 

ii) Five-Year Marketing Plan Blue Sky Clothing, Inc. (USA)  

(http://www.academia.edu/5323654/SAMPLE_MARKETING_PLAN_Five-

Year_Marketing_Plan_Blue_Sky_Clothing_Inc) 

This company is a small company specialising in outdoor clothing for sport and leisure that was 

created recently and experienced greater-than-anticipated demand for its products. Research 

has shown that the target market of sport-minded consumers and sports retailers would like to 

buy more casual clothing than Blue Sky currently offers.  Also, the management considers 

developing new products to include in their line. 

In order to maintain its growth and increase their market segment, the Blue Sky Company 

defined a 5-year marketing plan. 

 

PRODUCT STRATEGY. Blue Sky currently offers a line of high-quality outdoor apparel items 

including cotton T-shirts, baseball caps, and fleece vests and jackets, all in a set of colours 

considered as most popular among clients. All bear the company logo and slogan, “Go Play 

Outside.”   

 

The company considers two directions for expanding their product line. The first direction is the 

customization of their clothing items through personalised logos and slogans that the clients can 

choose from.  

http://www.academia.edu/5323654/SAMPLE_MARKETING_PLAN_Five-Year_Marketing_Plan_Blue_Sky_Clothing_Inc
http://www.academia.edu/5323654/SAMPLE_MARKETING_PLAN_Five-Year_Marketing_Plan_Blue_Sky_Clothing_Inc
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The second way in which Blue Sky plans to expand is to offer items of lightweight luggage—two 

sizes of duffel bags, two sizes of tote bags, and a daypack. The new line of products can also be 

customised – colours, logos, slogans.  

 

DISTRIBUTION STRATEGY. Currently, Blue Sky is marketed exclusively through regional and local 

specialty shops. Their channels of distribution do not include national sporting goods and 

apparel chains. Their sells depend directly on the season - T-shirts and baseball caps during warm 

weather and more fleece vests and jackets during cold.  

The company strategy includes expanding their distribution to retail specialty shops at national 

level. The firm has not yet determined whether it would be beneficial to sell through a major 

national chain, as these outlets could be considered competitors. 

 

Blue Sky plans to expand online sales by offering a set of customized products only on the 

Internet. Another idea for distribution is to create internet kiosks at some of the more profitable 

store outlets so consumers could order customized products from the stores. As manufacturer, 

Blue Sky wants to maintain a direct control on their distribution channel.  

 

PROMOTIONAL STRATEGY. The company maintains a large range of communication channels 

with consumers and retailers via Internet, direct mailings, and in person. The firms’ promotional 

efforts also seek to differentiate its products from those of its competitors. 

 

The company relies on personal contact with retailers to establish the products in their stores. 

Blue Sky sales representatives visit each store two or three times a year and offer in-store 

training on the features of the products for new retailers or for those who want a refresher.  

Blue Sky’s promotional strategy is based on sales promotions (related to event and contests) 

and public relations. Sky also engages in cause marketing through its contribution to 

environmental programs. 

 

The firm also uses non-traditional marketing methods that require little cash, like participation 

to outdoor sport events distributing free water, promotional material, and offering discount 

coupon for their products. Blue Sky also wants to strengthen the connection to customers by 

holding a design contest, selecting a winning slogan and logo to be added to the customized line. 

 

PRICING STRATEGY. The price of the products reflects their value – not too high, to create the 

idea of luxury products and not too low, as the sales volume is not that high. The level of the 
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prices is determined to make the products accessible and to facilitate customers purchasing new 

outdoor garments with ease.  

 

The luggage will be priced competitively, offering a good value against it competition. 

 

iii) 2OR+BYYAT (Finland) 

2OR+BYYAT is a fashion brand (www.2orplus.com/site/) that moved its headquarters from Japan 

to Helsinki, Finland. The brand includes ready-to-wear apparel and leather goods such as bags 

and belts. The company is small, but it has stores in over 25 countries, most popular markets 

being Denmark, Germany, France, Hong Kong, Japan, and Korea. The exports account for approx. 

50% of the company’s revenue.  

 

The products are characterised by high quality fabrics and interesting cuts. There is a strong 

emphasis on the quality of the fabrics. 2OR+BYYAT is a premium brand, targeting a niche market 

of customers that want quality products with a different look, but still practical.  

 

Product 

The company aims to keep the design concept and style of the products same across markets. 

Nevertheless, some adaptations to local markets are made. The brand products are mostly 

standardised, no products being designed especially for a certain market.  However, the details 

related to the products are judged depending on demographics (suitable sizes and grading to 

suit the needs of different markets), culture/religion restrictions and aesthetic preferences, 

environmental factors (climate specifics).  

 

Price 

The wholesale prices for buyers in different markets are the same but for the end customer the 

prices vary depending on the mark-ups set by the buyers in different countries or even within a 

country. Thus, the company itself does not adapt prices to different markets, but the prices are 

adapted by the buyers. 

 

Place 

2OR+BYYAT has stores only in Finland. These stores consolidate the brand in the mind of the 

end-customers and bring higher profit margins compared to selling to retailers that they use in 

foreign countries. The company developed an on-line store (2orplus.com) that is accessible in 

English. However, the attitude towards selling is that the overexposure of the products is 

dangerous.  
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Promotion 

The promotion of the company brand and products is designed exclusively for the niche market 

and small budgets, based on unconventional promotion techniques. The company is involved in 

fashion related projects (such as sponsoring Finland’s next top model competition). The 

company promotes its brand on selected media outlets, as the entire philosophy is to target the 

consumers that are open to the brand.  

 

The brand has its own Facebook page which is updated actively with news of product arrivals, 

competitions, and collaborations. The page is updated both in English and Finnish, though it is 

mostly directed towards Finnish customers.  

 

 

➢ Further reading - Recommended literature (for subunit 2.3) 

 

1. https://www.slideshare.net/febi85/entry-mode-strategies  

2. Exporting from the EU - what you need to know (available at 

http://madb.europa.eu/madb/indexPubli.htm)  

3. http://www.regionalbusiness.ca/images/pdfs/market_research_guide.pdf  

4. Trade barriers reported to the Commission (available at 

http://madb.europa.eu/madb/barriers_crossTables.htm?isSps=false&table=countrymeasu

re) European Commission → Trade → Market Access Data → Trade Barriers 

5. https://www.researchgate.net/profile/Krzysztof_Wach/publication/267040494_Market_e

ntry_modes_for_international_businesses/links/5443e3920cf2a76a3ccd68ff/Market-

entry-modes-for-international-businesses.pdf  

6. Market entry modes for international businesses, Nag, B., Basics of International Marketing 

(available at 

https://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=9&cad=rja&uact=8&

ved=0ahUKEwiin8fD4ODWAhVnYpoKHVSlDY4QFghiMAg&url=http%3A%2F%2Fweb.nchu.e

du.tw%2F~jodytsao%2Fimnpd%2FPowerPoint%2F9780273736585_pp12.ppt&usg=AOvVa

w1DOTVtqFN5tHXX15coBGg_) 

7. https://www.dentons.com/en/insights/alerts/2015/january/13/international-franchising-

in-the-fashion-industry  

8. http://slideplayer.com/slide/6352858/ (Selection of international foreign markets) 

9. Jeffrey, M., Evans, N. (2011), Costing for the Fashion Industry, Berg, ISBN 9781847882592 

10. http://slideplayer.com/slide/10674665/ (Www.vertschoolofbanking.com MARKETING)  

11. https://www.gov.uk/guidance/clothing-footwear-and-fashion#tariffs-and-duties-in-the-

clothing-fashion-and-footwear-industry  

https://www.slideshare.net/febi85/entry-mode-strategies
http://madb.europa.eu/madb/indexPubli.htm
http://www.regionalbusiness.ca/images/pdfs/market_research_guide.pdf
https://www.researchgate.net/profile/Krzysztof_Wach/publication/267040494_Market_entry_modes_for_international_businesses/links/5443e3920cf2a76a3ccd68ff/Market-entry-modes-for-international-businesses.pdf
https://www.researchgate.net/profile/Krzysztof_Wach/publication/267040494_Market_entry_modes_for_international_businesses/links/5443e3920cf2a76a3ccd68ff/Market-entry-modes-for-international-businesses.pdf
https://www.researchgate.net/profile/Krzysztof_Wach/publication/267040494_Market_entry_modes_for_international_businesses/links/5443e3920cf2a76a3ccd68ff/Market-entry-modes-for-international-businesses.pdf
https://www.dentons.com/en/insights/alerts/2015/january/13/international-franchising-in-the-fashion-industry
https://www.dentons.com/en/insights/alerts/2015/january/13/international-franchising-in-the-fashion-industry
http://slideplayer.com/slide/6352858/
http://slideplayer.com/slide/6352858/
https://www.gov.uk/guidance/clothing-footwear-and-fashion#tariffs-and-duties-in-the-clothing-fashion-and-footwear-industry
https://www.gov.uk/guidance/clothing-footwear-and-fashion#tariffs-and-duties-in-the-clothing-fashion-and-footwear-industry
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12. https://www.slideshare.net/Ahmed_Coucha/brand-managment-nike-building-a-global-

brand-case-analysis 

13. Butigan, R. et al (2012), Specifics of Marketing Strategy in the Segment of High Fashion, 

International Journal of Multidisciplinarity in Business and Science, vol. 1, 1, pp 19-27 

14. https://www.easypromosapp.com/blog/en/2015/03/how-to-promote-your-spring-

summer-fashion-collection-on-the-social-networks/  

15. The Value of the UK Fashion Industry, British Fashion Council, (available at 

http://www.britishfashioncouncil.com/uploads/media/62/16356.pdf) 

16. Gerke, A., Chanavat, N., Benson-Rea, M. (2014), How can Country-of-Origin image be 

leveraged to create global sporting goods brands?, Sport Management Review 17, pp. 174–

189 

17. Serra, F., Pointon, J., Abdou, H. (2012), Factors influencing the propensity to export: A study 

of UK and Portuguese textile firms, International Business Review, 21, pp. 210–224 

18. https://www.slideshare.net/thebijay/witty-8bijayppt  

19. Timonen, E. (2012), Adapting Design to Foreign Markets - A Case Study of Three Finnish 

Fashion Firms, MSc thesis, Aalto University, School of Business (available at 

http://epub.lib.aalto.fi/fi/ethesis/pdf/13114/hse_ethesis_13114.pdf)  

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.easypromosapp.com/blog/en/2015/03/how-to-promote-your-spring-summer-fashion-collection-on-the-social-networks/
https://www.easypromosapp.com/blog/en/2015/03/how-to-promote-your-spring-summer-fashion-collection-on-the-social-networks/
http://www.britishfashioncouncil.com/uploads/media/62/16356.pdf
https://www.slideshare.net/thebijay/witty-8bijayppt
http://epub.lib.aalto.fi/fi/ethesis/pdf/13114/hse_ethesis_13114.pdf
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Unit 3: Exporting and Logistics 
 

Inctroduction 
 

This unit will enable learners to gather knowledge and understanding of the process of exporting 

and logistics. It will include how to complete shipping documentation, duty and excise, 

classification and engagement with freight forwarders and a glossary of the terms used. Learners 

will come to know the importance of various customs documentations that affect the process 

of exporting. 

3.1. Understanding key customs documentation, including Bills of Exchange 

and Letters of Credit with examples and templates. 
 

Whilst export offers companies the ability to reach and sell to customers and consumers around 

the world, the further away the seller is geographically from the buyer, the more likely it is that 

the seller is going to work in areas which are unfamiliar to them. For example, to get the goods 

from the EU to the USA, an EU exporter is likely to have to work with a number of different 

companies including, but not limited, to:  

 

• Customs – both on the way out of the EU and into the designated country 

• Freight companies/handlers/couriers 

• Banks and other financial institutions 

• Shipping/Airlines 

• Insurance companies 

• Overseas regulatory authorities with their own specific rules and requirements 

• Other third party companies or organisations 

 

The more people involved in the process, the greater is the scope for things to go wrong. 

Moreover, when things do go wrong, the further the goods are from home, the more expensive 

and time consuming it can be to set things right. Understanding the rules and getting the 

paperwork right, therefore, as well as anticipating problems which may arise, will save you time 

and money.   

 

This section of the Toolkit looks at some of the terms the exporter needs to be familiar with, as 

they are generally used and understood in the industry. We also look at some of the pitfalls to 
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be avoided when sending goods to companies or consumers based outside the company’s home 

market, where things may work very differently. The terms used will vary from one transaction 

to another. Some of the tools are relevant for some operations and not for others. Getting your 

export paperwork  right is essential and you need to understand the system and how it works, 

even if you are handing a shipment  over to a courier or export logistics company. 

 

The most important question for most exporters is: How do I get paid? The next sections look at 

some of the options.  

 

3.1.1 Explanation of the term ‘Letter of Credit’ and how it is used 
 

A “Letter of Credit” sometimes also referred to as an “LC”, “Irrevocable Letter of Credit” or 

“Confirmed Letter of Credit”, is intended as a guarantee of payment. It is based on a letter from 

a bank, usually in the importer’s country, which undertakes to pay for a shipment, on production 

by the exporter of the required documents (eg. Invoices, a clean bill of lading, certificate of 

insurance, certificate of origin (if required) and any other documents requested within a specific 

period. The bank must be reputable and have the ability to conduct business of this type and be 

able to clear and transfer funds between the buyer and the seller. 

 

This method of payment, whilst it may appear very attractive to fashion and textile exporters, is 

fraught with difficulties. The main one is that unless the seller complies precisely with every 

term in the “LC” (quantities, delivery date, delivery method, invoice value, shipping method and 

anything else listed) the “LC” can be invalidated and the seller will not get paid, even if the goods 

have been delivered. The stipulations or terms of the “LC” are usually far too onerous to be 

easily met by the seller and there are anecdotal cases where a full stop or comma in the wrong 

place have invalidated the “LC”. Another issue is the sheer cost and bureaucracy required to 

“raise” an “LC” and the fact that not all banks in all countries work in the same way, creating 

problems for both buyers and sellers.  

 

Please also see 9.5 for alternative means of payment which are more relevant to smaller 

businesses. 

 

Further reading: 

 

www.investopedia.com 

 

http://www.investopedia.com/
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3.1.2 Explanation of the term ‘Bill of Exchange’ and examples of how it might relate to your 
area of work 
 

“Bills of Exchange”, more commonly known nowadays as “Documentary Collections”, are 

commonly used for customers outside the EU. Wikipedia defines them as “an unconditional 

order in writing, addressed by one person to another, signed by the person giving it, requiring 

the person to whom it is addressed to pay on demand, or at a fixed or determinable future time, 

a sum certain of money to or to the order of a specific person, or to the bearer”.  Investopedia 

describes this, rather more succinctly, as “a trade transaction in which the exporter hands over 

the task of collecting payment for goods to his or her bank, which sends the shipping documents 

to the importer’s bank with payment instructions”.  

 

The supplier draws up (usually with their own bank) a Bill of Exchange which defines the 

transaction. The customer becomes liable to pay for the goods once they accept the bill. The Bill 

can require payment immediately or after a specific period of time.  

 

As with “Letters of Credit”, “Bills of Exchange” are generally used by more experienced exporters 

with the legal skills and competence to understand and cope with them. 

 

There are a number of other third party collection routes open to smaller exporters including 

www.urica.com and insurance based services such as www.coface.com. Some EU countries also 

offer their exporters credit support on larger orders above £25,000.   

  

Further reading: www.investopedia.com  

 

 

3.1.3 Potential problems that can occur if the correct rules and regulations are not followed 
with regards to customs arrangements 
 

Exporting and Importing the goods is generally done by an Importer of Record (IOR). This is the 

person or company who, as far as Governments and Customs are concerned, is 

exporting/importing the goods. If specifically agreed between the parties and the logistics 

company, this can be the courier or logistics company selected by the seller or the buyer. 

However, in the vast majority of cases, the Importer of Record will be either the seller or the 

buyer.  

 

http://www.urica.com/
http://www.coface.com/
http://www.investopedia.com/
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The Importer of Record (IOR) is officially noted as the owner or purchaser of merchandise being 

imported into the destination country. Technically, a Power of Attorney (POA) should be in place 

for an importer to act as IOR and clear the goods. Similarly, the Exporter of Record (EOR) is noted 

as the owner or seller of merchandise being exported from an origin country to a destination 

country. Proper authorisation can be given to an agent to act as the EOR for a company but 

many will not want to take on the responsibilities and liabilities involved.   

 

Exporting merchandise usually requires a company to have an established business or other type 

of legal entity in the country of export or import to act as the government-required responsible 

party for the purposes of conduction the export or import. The IOR/EOR is officially recognised 

as the official party of an international shipment transaction by both Governments as the goods 

pass through Customs. 

 

The IOR/EOR will often have a dedicated number, often referred to as an Export of Record 

Indentifier (EORI) which is normally required when the goods are exported.  

 

The IOR/EOR is directly responsible for: 

 

• Paying duty/taxes upon importation 

• Filing specific declarations with Customs and other government agencies upon 

exportation or importation 

• Obtaining any licensing, certification and authorisations to export if required for the 

product – usually before the goods are exported     

• In some companies and in certain circumstances, the IOR/EOR is also responsible for 

paying Value Added Tax or Sales Tax on the goods at the port of entry.  

 

It is the EOR/IOR that the governments will hold responsible and accountable for any inaccurate 

information or descriptions in the paperwork or in the goods.  This may be due to errors in the 

paperwork itself but could also apply if Customs decide that the goods are not fit for their 

declared purpose, are incorrectly labelled or if any attempt has been made, knowingly or 

unknowingly,  to reduce the amount of duty or excise payable. 

 

The AEO (authorised economic operator) according to the World Customs Organisation (WCO) 

is 

‘a party involved in the international movement of goods in whatever function that has been 

approved by or on behalf of a national Customs administration as complying with WCO or 

equivalent supply chain security standards’.  

https://en.wikipedia.org/wiki/Supply_chain
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It is worth remembering that Customs and Government agents relating to import and export 

have complete power to decide whether the export and import of goods may proceed and on 

what basis. They have full legal powers to stop and detain cargo and people.  

 

The main problems which can occur when the correct rules are not followed are: 

 

• Rejection and return to the sender at the EOR/IOR’s cost 

• Temporary sequestration of the goods pending the correction of the issue with 

expensive storage fees 

• Confiscation or destruction of the goods 

 

In addition to these, the following are possible: 

 

• Hefty fines and additional handling charges 

• Blacklisting of the Seller, Buyer or EOR/IOR 

• Imprisonment 

   http://ec.europa.eu/taxation_customs/general-information-customs/customs-

security/authorised-economic-operator-aeo_fr 

 

3.2. Understanding Freight forwarding and processing goods 
                  

Even if an exporter intends to organise the shipping and export/import procedures through a 

freight forwarder or courier, the exporter needs to understand the process and be able to 

anticipate any problems. This will enable the company to avoid delays and fines and ensure that 

the buyer receives the goods when they are expected. Entrusting the shipping of a collection to 

an agent or courier does not automatically confer EOR/IOR status on that company or person 

(see 7.4 above) and most buyers’ Terms and Conditions hold the seller responsible for any 

delays, fines and damages incurred during the export/import process, whether or not they were 

caused directly or indirectly by the seller.  It is also important to note that most buyers, especially 

in the US, will not accept goods which are received after the agreed delivery date and time.  

 

 

 

http://ec.europa.eu/taxation_customs/general-information-customs/customs-security/authorised-economic-operator-aeo_fr
http://ec.europa.eu/taxation_customs/general-information-customs/customs-security/authorised-economic-operator-aeo_fr
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3.2.1 The role of the ‘Freight forwarder’ 
 

A “Freight Forwarder”, also known as a “Forwarder” or “Forwarding Agent” is an intermediary 

who organises the shipment of goods from one company to another or to a final point of 

distribution or consumer. For exporters, it is important to choose a “forwarder” who 

understands Customs in both the export and import country and has the network and entities 

required to export and import the goods. 

 

In general terms, the forwarder will organise: 

 

• Route planning and logistics 

• Booking cargo space on a ship or plane 

• Export packaging (if not already available) 

• Export documentation including licences (if required) 

• Insurance 

• Warehousing (if required) 

 

The forwarder is NOT the EOR/IOR and not all forwarders can handle customs issues. Most of 

the major parcel services may not automatically understand the best customs route for your 

product in all markets and some markets are more difficult to export to than others. For 

example, Russia, China, Brazil and the Middle East have extremely complicated procedures 

which may not be obvious until after the forwarder has begun the export process, by which time 

it is too late to organise the relevant documents, certificates and procedures. Always ensure you 

have specialist advice. 

 

3.2.2 Explanation of ‘lead times’ with examples 
 

Whilst shipping lead times can be relatively predictable (1-2 days within the EU, 3-5 days to the 

USA and 7 days in Asia), Customs lead times vary dramatically from one legal jurisdiction to 

another from several days to many weeks. In addition, some countries, including Russia and 

China, require additional certificates, export licences, labelling and testing before goods are 

allowed across the border.  

 

It is a requirement of the exporter that he or she understand the lead time for each process and 

the paperwork which will be required, the lead time needed for each document,  who is going 

to pay for it and factor this in so that the goods arrive before the buyer’s delivery deadline. It is 

also worth noting that some buyers work on “delivery windows” meaning that they will only 
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accept delivery of the good at a specific date or time. Whilst delivery after the deadline could 

result in the order being cancelled, especially in the US, delivery before the window could result 

in the buyer levying substantial warehousing fines, especially in the UK. Some larger store buyers 

require suppliers to label products in a specific way with a barcode which links into the store’s 

computer system. Failure to do this usually leads to additional fines. These practices are 

common nowadays in the UK and the US. It is essential to read all buyer communication very 

carefully and to identify exactly what is required and when before committing to the order.  

 

All of these issues take time and the exporter will need to take all of these into account and plan 

for them before confirming the delivery date of the goods.  

 

3.2.3 Explanation of ‘inward processing relief’ and ‘outward processing’ and how it affects 
business 
   

a) Inward Processing Relief (IP) is a scheme whereby EU companies can get relief from 

customs duty and import VAT on goods that are imported from outside the EU to be 

processed, and then exported outside the EU or released for free circulation in the EU. 

Excise duty is also suspended when goods are entered into IP. 

 

If a business is based in the EU, it can use IP, subject to authorisation by the Customs authority 

of the EU country the business is registered in. Non-EU bodies can only use IP for non-

commercial imports. 

 

Under the scheme, the company will have to pay duties once the goods have been processed if 

they are released into free circulation. The duties paid can be based on the value of the goods 

at import, or the value of the final product – see Articles 85 and 86(3) of the EU Customs Code 

https://ec.europa.eu/taxation_customs/business/union-customs-code_en  

 

Conditions apply to using IP, and you must also send a Bill of Discharge to your supervising office 

within 30 days of the end of your agreed processing period. However, for most fashion and 

textile companies, IP gives them the opportunity to quality check, repackage and upcycle goods 

made outside the EU for shipping to a non-EU country without paying EU duty.  

 

Very importantly, the scheme does not alter the legal origin of the goods.  The exporter will need 

to bear this in mind and check what the implications of this are and what rules will apply when 

the goods are re-exported outside the EU.  

 

https://ec.europa.eu/taxation_customs/business/union-customs-code_en
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b)   Outward processing.  

Means that Union goods may be temporarily exported from the customs territory of the Union 

in order to undergo processing operations.  

The processed products resulting from these goods can be re-imported and released for free 

circulation with total or partial relief from import duty. 

https://ec.europa.eu/taxation_customs/sites/taxation/files/outward-processing_en.pdf 

 

3.2.4 Classification of goods using commodity tariff codes 
 

Whether you are dealing with a retail buyer or a consumer, it is important to calculate the duties 

likely to be due on products before they reach the market/consumer. These must be paid either 

by the person or company who imports the goods into the country, or by the seller (including 

the additional costs in the final price). As an example, US import duties, which are among the 

most complicated, vary according to the exact nature of the article, the fibre composition, origin 

of raw materials, where it was made and even whether there is any ornamentation.    

 

In the EU and increasingly the rest of the world, the Harmonised Commodity Code (HCC) 

identifies the exact course of action for each item. UK brands can find this information online at 

http://gov.uk/classification-of-goods   Click on the Online UK Trade Tariff Tool and go to 

Commodity Codes for Import & Export Duty. See also Eurostat website RAMON, the Reference 

of Tariffs and statistical nomenclatures www.ec.europa.eu/eurostat/ramon 

Available in all EU languages. 

 

The rate that must be paid-and any related requirements, such as import/export certificates-

depends on the tariff classification applicable to the product. 

 

To have legal certainty in advance that you are applying the correct classification to your goods, 

you should apply for a Binding Tariff Information (BTI) decision 

https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/what-is-

common-customs-tariff/binding-tariff-information-bti_en 

   

Once the first four digits of the Commodity Code of the goods, has been established, the EU 

Market Access Applied Tariffs Database  http://madb.europa.eu/mkaccdb2/indexPubli.htm   will 

identify the specific duty rates and the correct 10 digit import code for the products in the 

country being exported to.  It is mostly likely to be MFN (Most Favoured Nation) but you should 

always check which countries are included in case there are any changes.  Additional information 

https://ec.europa.eu/taxation_customs/sites/taxation/files/outward-processing_en.pdf
http://gov.uk/classification-of-goods
http://www.ec.europa.eu/eurostat/ramon
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/what-is-common-customs-tariff/binding-tariff-information-bti-apply_en
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/what-is-common-customs-tariff/binding-tariff-information-bti_en
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/what-is-common-customs-tariff/binding-tariff-information-bti_en
http://madb.europa.eu/mkaccdb2/indexPubli.htm
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can be found for the USA on the USA Customs website at: http://www.cbp.gov     or The Office 

of Textiles and Apparel in the USA  http://otexa.ita.doc.gov/   

   

If any part of your collection is made outside the EU, it may also be subject to import quotas, so 

this may need to be checked with US Customs.  You must check whether quotas have been 

imposed or re-imposed on goods in your collection, and whether a Chinese export license, for 

example, and US import license are necessary.  Further information can be found at 

http://otexa.ita.doc.gov 

   

DG Taxation and customs union: 

https://ec.europa.eu/taxation_customs/online-services/tariff-quotas_en 

If the country you are exporting to is not on the EU database, it may be that direct export will 

be difficult or too complicated. In such cases, refer back to your buyer as they may offer 

alternative suggestions or import routes, or check with the Embassy of the country you are 

exporting to for a definitive decision in writing.  

 

3.2.5 ‘Incoterm rules’ and how they can affect business 
 

The Incoterms ® rules or International Commercial Terms are a series of pre-defined commercial 

terms published by the International Chamber of Commerce (ICC) relating to international 

commercial law. They are widely used in International commercial transactions or procurement 

processes as the use in international sales is encouraged by trade councils, courts and 

international lawyers. A series of three-letter trade terms related to common contractual sales 

practices, the Incoterms rules are intended primarily to  communicate the tasks, costs, and risks 

associated with the transportation and delivery of goods. Incoterms inform the sales contract 

definition of the respective obligations, costs, and risks involved in the delivery of goods from 

the seller to the buyer. However, it does not constitute a contract or govern law. Also it does 

not define where titles transfer and does not address the price payable, currency or credit items. 

 

The Incoterms rules are accepted by governments, legal authorities, and practitioners 

worldwide for the interpretation of most commonly used terms in international trade. They are 

intended to reduce or remove uncertainties arising from different interpretation of the rules in 

different countries. As such they are regularly incorporated into sales contracts worldwide. 

 

The full list and definitions of the Incoterms ® is available free of charge from Wikipedia at 

https://en.wikipedia.org/wiki/Incoterms#EXW_.E2.80.93_Ex_Works_.28named_place_of_deliv

http://www.cbp.gov/
http://otexa.ita.doc.gov/
http://otexa.ita.doc.gov/
https://ec.europa.eu/taxation_customs/online-services/tariff-quotas_en
https://en.wikipedia.org/wiki/Incoterms#EXW_.E2.80.93_Ex_Works_.28named_place_of_delivery.29
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ery.29 but the following are the main terms and brief rules for those terms most frequently used 

by the fashion and textile industry: 

 

• EXW – Ex Works (named place of delivery) 

The seller makes the goods available at their premises, or at another named place. This term 

places the maximum obligation on the buyer and minimum obligations on the seller. 

However, this is an increasingly dangerous term to use where goods are being exported as 

the exporter may not be able to prove that the goods were exported. There have been cases 

where the Revenue authorities, including those in the UK, have levied fined against 

companies which have used this term for extra-EU exports but have no documentary proof 

that the goods did leave the EU making them effectively liable to VAT.  

  

• FCA – Free Carrier (named place of delivery) and FOB (Free On Board) 

The seller delivers the goods, cleared for export, at a named place (possibly including the 

seller's own premises). The goods can be delivered to a carrier nominated by the buyer, or 

to another party nominated by the buyer. In many respects this Incoterm has replaced FOB 

in modern usage, although the critical point at which the risk passes moves from loading 

aboard the vessel to the named place. It should also be noted that the chosen place of 

delivery affects the obligations of loading and unloading the goods at that place.  If delivery 

occurs at the seller's premises, or at any other location that is under the seller's control, the 

seller is responsible for loading the goods on to the buyer's carrier. However, if delivery 

occurs at any other place, the seller is deemed to have delivered the goods once their 

transport has arrived at the named place; the buyer is responsible for both unloading the 

goods and loading them onto their own carrier. Most Japanese buyers will ask for wholesale 

prices to be expressed FOB in the currency of the supplier even if the goods may ultimately 

be shipped using FCA or some other Incoterm ®.  

 

• CPT – Carriage Paid To (named place of destination) 

CPT replaces the C&F (cost and freight) and CFR terms for all shipping modes outside of non-

containerised seafreight. The seller pays for the carriage of the goods up to the named place 

of destination. However, the goods are considered to be delivered when the goods have 

been handed over to the first or main carrier, so that the risk transfers to buyer upon 

handing goods over to that carrier at the place of shipment in the country of Export.  

 

• CIP – Carriage and Insurance Paid to (named place of destination) 

https://en.wikipedia.org/wiki/Incoterms#EXW_.E2.80.93_Ex_Works_.28named_place_of_delivery.29
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This term is broadly similar to the above CPT term, with the exception that the seller is 

required to obtain insurance for the goods while in transit. CIP can be used for all modes of 

transport, whereas the Incoterm CIF should only be used for non-containerised sea-freight. 

 

• DAP – Delivered At Place (named place of destination) 

Incoterms 2010 defines DAP as 'Delivered at Place' - the seller delivers when the goods are 

placed at the disposal of the buyer on the arriving means of transport ready for unloading 

at the named place of destination. Under DAP terms, the risk passes from seller to buyer 

from the point of destination mentioned in the contract of delivery. 

 

• DDP – Delivered Duty Paid (named place of destination) 

This is often referred to as “Landed” or “Landed Duty Paid”, often with the requirement that 

prices be expressed in the currency of the buyer – especially in the USA, Canada and the UK. 

The Seller is responsible for delivering the goods to the named place in the country of the 

buyer, and pays all costs in bringing the goods to the destination including import duties and 

taxes. This term places the maximum obligations on the seller and minimum obligations on 

the buyer. No risk or responsibility is transferred to the buyer until delivery of the goods at 

the named place of destination. The most important consideration for DDP terms is that the 

seller is responsible for clearing the goods through customs in the buyer's country, including 

both paying the duties and taxes, and obtaining the necessary authorisations and 

registrations from the authorities in that country. DDP terms especially when combined with 

a requirement to invoice in the buyer’s currency places all the risk on the side of the seller 

but it is standard in the industry for the USA, Canada and the UK.  

 

3.3. Understanding key procedures for effective export operations 
                                                 

Attention to detail and a clear paperwork trail are essential for smooth passage of goods through 

Customs.  The successful exporter will understand the processes the goods have to go through 

during export and import and be able to anticipate and remedy any problems before they arise 

as one an error in the paperwork is made this can lead to expensive delays, fines and other 

penalties.  

      

3.3.1 The role of customs operations 
 

Customs have a vital role to play in all countries. Customs officers are there to ensure that the 

destination country’s borders are protected in terms of the people and products which can 
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enter. They are there to ensure that local laws, standards and regulations are upheld and 

applied. They are the first line of defence in insuring that forbidden or controlled products are 

not allowed in. They also ensure that all duties and excise are collected and passed on to central 

or federal government. 

 

In many countries, Customs are the frontline on the war against drugs and increasingly they have 

an important task to perform in the war against terrorism and organised crime. Countries’ 

Customs can control both what comes out of and enters a country, whether transported by a 

forwarder or carried by a person.  

 

The attitudes adopted by Customs changes significantly from one country to another. In the EU, 

Customs are generally seen as efficient and friendly, as they are in Canada. In the US Customs 

Officials are generally perceived as being more inquisitive and some might say “aggressive”. 

Japanese customs are known for being efficient, polite but very strict. In the EU, North America, 

Oceania, Japan and South Korea, Customs are generally perceived as being efficient and 

impartial. However, in some countries including Russia and Brazil the systems are more 

complicated to understand and in some countries there are accusations of corruption. In all 

markets, the exporter needs to research the market and understand what Customs are likely to 

be looking for and what is likely not to be suitable. As a general rule it is wise never to get on the 

wrong side of a Customs officer in any country!  

 

Temporary Exports can be tricky as most countries expect that once goods have been exported 

into a country that is where they will stay. This is a major issue for smaller businesses taking part 

in trade fairs or Pop Up sales on a Business to Consumer (B2C) basis. For trade shows and 

missions, the next paragraph will explain how this can be done. However, companies considering 

B2C events overseas will have to research the duty and import requirements of the country they 

are exporting to and they will usually have to permanently import and pay duty on any item they 

take with them to the market, regardless of whether that item will be sold. The general advice 

is to avoid such events when they happen outside the EU.  

 

Most export markets will allow exporters to bring samples into the country on a temporary basis, 

but most countries outside the EU will only allow this with an ATA Carnet, sometimes referred 

to as a “passport for goods”. The Carnet is an international customs document that permits the 

tax-free and duty-free temporary export and import of goods for up to one year. The Carnet 

eliminates the need to purchase temporary import bonds. So long as the goods are re-exported 

within the allotted time frame, no duties or taxes are due. Failure to re-export all or some of the 
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goods listed on the Carnet results in the payment of applicable duties and taxes. Failure to remit 

those duties results in a claim from the foreign customs service to the importer's home country. 

 

The ATA Carnet is jointly administered by the World Customs Organisation (WCO) and the 

International Chamber of Commerce through its World Chambers Federation. The acronym ATA 

is a combination of French and English terms "Admission Temporaire/Temporary Admission." 

The ATA Carnet is widely accepted in most countries, notably excluding Brazil, but the way in 

which they are processed and handled still vary widely from one country to another.  

 

3.3.2 Cargo insurance 
 

As mentioned in the section about Incoterms ® 8.5 above, the term used will specify who is 

responsible for insuring the consignment. In most cases, your normal insurance will not cover 

merchandise which is not technically under a company’s direct control when it is travelling, so 

it is worth consulting a respected insurance broker. Most trade associations, like UKFT in the UK, 

and Chambers of Commerce, have special connections and arrangements with brokers or 

companies who can help. Take extra care to ensure that any policies are enforceable and offer 

complete cover for the periods, places and activities required. If you are shipping to more 

“problematic” countries like Russia, China or Brazil, it is essential to work with a broker and 

insurer who understands how the industry works in that country. If you are using a standard 

delivery service, always check the amount of insurance available and whether it would cover 

your costs in the event of a serious delay or loss and who is indemnified. 

 

Further reading: www.langtonlondon.co.uk 

 

3.3.3 The use of export licensing 
 

Some products in some countries require an export licence for the goods to be exported and/or 

an import licence for the goods to be imported into the destination country. This is especially 

the case for products or technology with a perceived military connotation or use. The rules vary 

from country to country, even within the EU. Most fashion and textile products are not affected 

by this but care should be taken with any items which could be seen as having military-style 

“dual-use” as these may require a licence even within the EU.  

 

UK companies should consult https://www.gov.uk/guidance/clothing-footwear-and-fashion for 

the latest regulations. There is also an online checker for goods at 

http://www.langtonlondon.co.uk/
https://www.gov.uk/guidance/clothing-footwear-and-fashion
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https://www.gov.uk/government/publications/pricing-practices-a-guide-for-traders. 

Governments in other EU countries will have their own sources of similar information.  

 

If your collection includes animal furs and skins or fish skins of any kind, take extra care when 

importing into the EU or exporting. Many of these skins and furs are illegal in certain countries, 

including the EU, whilst others are strictly controlled and subject to testing 

https://www.gov.uk/guidance/importing-animal-furs-skins-and-fish . Some products can be 

traded but many countries, and indeed some retailers independently, will expressly require 

exporters to provide them with product certification and CITES certificates 

https://www.cites.org/eng/disc/what.php   to identify exactly what the origin of the skins are. 

This is especially important in countries like the USA and Japan.   

 

Once you have established that the goods can be exported legally, you will also need to check 

that they can be imported legally. If in doubt, always check with the local Embassy of the country 

you are planning to export to whether the goods can be exported to that country without a 

licence and what additional paperwork, if any, is required. It is important to get any Customs 

opinions or views in writing wherever possible. 

 

3.3.4 The key issues and sources relating to export finance (budgeting, sources of support, cash 
flow etc.) 
 

Whilst export finance is not dramatically different per sé from finance in the domestic market, 

exporting usually exposes companies to longer lead times which can have a dramatic effect on 

budgets and cash flow. Payments can be more complicated with buyers based in different 

continents and time zones.  The new exporter needs to have a thorough understanding of 

business and how to create and manage a cash flow so that cash is available to the business as 

it expands. In the past, it was possible to start a business in the fashion (and to a lesser extent 

the textile) industry with relatively low levels of cash flow. Nowadays, because companies need 

to work in an omnichannel environment, companies will need substantial amounts of start-up 

capital and access to on-going capital injections before launching their businesses.    

 

To minimise risk, the general advice is to start exporting close to home, preferably in markets 

which work in a similar way to the home market or to markets like Japan which have a solid 

credit rating and may be prepared to support new companies with easier terms in the early 

years. The inexperienced exporter will need to learn over time how different markets work, 

especially around invoicing and finance, and how the risk of late-payment or non-payment may 

https://www.gov.uk/government/publications/pricing-practices-a-guide-for-traders
https://www.gov.uk/guidance/importing-animal-furs-skins-and-fish
https://www.cites.org/eng/disc/what.php
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impact their business. EU trade shows can be a very good place to start as they generally attract 

serious international buyers with budgets and an appetite for something new.  

 

Even within the EU, there are starkly different attitudes to payment times. In some countries 

(including Germany, Switzerland, Scandinavia and Japan), buyers traditionally aim to pay all bills 

promptly within 7 days of invoice. UK retailers ideally look for a minimum of 30 days but that 

can stretch to 60 or 90 days. In Italy and the USA it is not uncommon to hear of retailers 

stretching this to 120 days or more and some companies are famous for never paying their bills. 

Trade associations can usually identify the worst offenders here! 

 

Exporters should be aware that a number of US and UK retailers operate “Chargeback” or 

“Rebate” schemes whereby they fine brands whose collections fail to “sell-through” at a 

predicted margin (usually at least 60% at full price) and that according to their Terms and 

Conditions these charges may legally be deducted from future invoices or, indeed, removed 

from their bank accounts by direct debit without warning. Companies are advised to request 

and read buyers’ Terms and Conditions very carefully to check whether these schemes apply to 

their business.   

 

Having the correct and legally binding Terms and Conditions in place is one way of ensuring that 

the goods are paid for in a timely manner but companies will also need to perform their own 

background and credit checks to make sure that new customers are likely to pay for the goods. 

Importantly, Terms and Conditions should stipulate that the goods remain the property of the 

exporter until they have been paid for in full but also that care and responsibility for the goods 

passes to the buyer at the earliest possible opportunity. This is important if an exporter needs 

to take back goods due to lack of payment, including if a store is in administration, ‘Chapter 11’ 

or some other winding-up phase.  

 

When dealing with new customers, it is essential to ask for “Trade References” from existing 

customers, who will be willing to be contacted to confirm informally or formally whether the 

buyer is a good credit risk.  In Southern Europe retailers may also be willing to offer Bank 

References. A number of private companies offer these credit checking services, sometimes 

online. Using their services companies, can establish  whether a buyer or a store has a bad 

payment record. Coface  www.coface.com and Euler Hermes www.eulerhermes.com are the 

largest private companies offering this service internationally and they may also offer insurance 

products to cover exporters in the event that something goes wrong. 

 

http://www.coface.com/
http://www.eulerhermes.com/
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Most international banks offer factoring, whereby a bank takes on the debt of a third party 

under specific conditions and for a fee but most smaller fashion companies find factoring too 

expensive.  Companies in the UK and other parts of the EU may also want to consider using the 

services of www.urica.com  who offer an early payment platform with the potential also to claim 

“Uricash” to help then finance the production of the orders. Terms and Conditions apply. 

 

Some countries also offer Government supported underwriting of export orders. This varies 

from country to country and seems to be more prevalent in Italy, Spain and Portugal. In France, 

the French government works with www.coface.com to secure best terms for French exporters. 

In the UK, only very large orders in excess of £100,000 are potentially underwritten by the 

Government through UK Export Finance, intended as an “underwriter of last resort” 

https://www.gov.uk/government/organisations/uk-export-finance . Companies outside the UK 

should check with their Governments to see whether there are forms of export support and 

underwriting.  

 

Most EU countries also offer grants or assistance to their exporters to enable them to take part 

in international trade shows. The support schemes and amounts vary from one EU country to 

another. In most of the EU, for example France, Italy, Germany and Spain, grants are available 

to companies at national or international trade fairs up to 50% of the costs of the stand for as 

long as the exporter requires support. In some countries there is minimal support. Some 

countries’ governments will offer exporters start up grants and machinery investment grants. 

This support is usually handled at national level by national and regional Chambers of Commerce 

or Trade Associations. Some EU countries are less generous to their exporters with grants but 

more generous in advice and business support to their exporters.  

 

The UK system is different. Companies have the ability to apply for Department for International 

Trade Tradeshow Access Programme grants but that support is capped at 6 x £1200 or £1500 at 

specific events. The applications and associated support are handled by the UK’s national trade 

associations UK Fashion & Textile Association www.ukft.org for fashion, textiles, accessories and 

other apparel products and the British Footwear Association 

www.britishfootwearassociation.co.uk for footwear. In addition, there is business support for 

companies through the department for International Trade 

https://www.gov.uk/government/organisations/department-for-international-trade although 

companies are recommended to speak to their national trade associations first to ensure that 

they are given the best advice and directed to the correct part of government. 

 

http://www.coface.com/
https://www.gov.uk/government/organisations/uk-export-finance
http://www.ukft.org/
http://www.britishfootwearassociation.co.uk/
https://www.gov.uk/government/organisations/department-for-international-trade
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3.3.5 Different methods of payment and the importance of currency exchange rates 
 
International trade in general exposes companies to exchange rate fluctuation 

 

As has been seen in 9.4 above, different countries have different approaches to payment with 

some markets being especially slow or difficult. In 7.1 and 7.2 above we looked at Letters of 

Credit and Bills of Exchange. In this section, we look at the methods of payment smaller 

companies usually consider. Each one has advantages and disadvantages for the seller and the 

buyer.  

 

• “Sale or Return” (SOR) is an arrangement by which a retailer pays only for goods sold, 

returning those that are unsold to the exporter, wholesaler or manufacturer. Sale or 

return agreements allow the retailer to return unsold stock, thus eliminating write-offs. 

In tough economic times, sale or return may be the only option you have to place your 

goods with a retailer and a number of prestigious international stores will only consider 

stocking new brands on this basis. Buyers love SOR as they have no risk but great care 

should be taken. In some markets, including China, SOR is used to defer the payment of 

the goods until they are sold without necessarily expecting the buyer to return unsold 

goods.  

 

General advice:  SOR is a risky way of trading. Buyers take none of the risk and many of 

them place large SOR orders which are then returned to the exporter at huge cost too 

late in the season for the goods to be resold. Most companies use SOR as promotion 

rather than as a sales activity, limiting the order to items they can resell easily and only 

agreeing to this arrangement if they can physically check the store on a regular basis or 

if the buyer expressly agrees to its SOR Terms and Conditions. Companies should have 

their own SOR Terms and Conditions to assert that the goods remain their property until 

they are paid and stipulate how the goods are looked after and promoted on the shop 

floor. 

 

• Open Account is another preferred invoicing route for most buyers. The company 

invoices the goods and stipulates terms, delivers the goods and trusts that the buyer will 

meet its terms and pay on time. This route has the advantage of being easy to organise 

and, the from the buyer’s point of view, it gives them a lot of power and the ability to 

make deductions from the invoice once they already have the goods. For the exporter, 

Open Account means that they are taking the risk of not getting paid if the buyer decides 

not to pay for the goods or if there is a problem.   
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General advice:  Whilst ultimately an exporter may find that he or she has to work with 

trusted buyers on an Open Account basis, it is risky to start off this way. The exporter 

runs the risk of goods not being paid for, unreasonable deductions being made or 

payments being delayed. A number of larger stores routinely deduct 5% for “prompt 

payment” even if the payment is received after the terms stipulated by the supplier. It 

may be worth considering Invoice Insurance or factoring as an alternative, whereby the 

invoice is “sold” to a third party (usually a bank) who then takes responsibility for 

collecting the debt. 

 

• Proforma Invoice or “Proforma” as it is commonly known is the method chosen by 

smaller fashion and textile businesses as they start to work with new accounts, at least 

for the initial orders as they develop the relationship.  On receipt of a signed order from 

the buyer, a Proforma Invoice is raised by the seller setting out terms and delivery dates 

and the order is confirmed only when the buyer has made a non-refundable deposit 

(usually a minimum of 20% or 30%, but likely to be 50% in China and Russia). The balance 

of the payment due falls due before the seller will release the goods for shipment. 

Alternatively, there may be no deposit required but the purchaser is expected to sign 

and return the Proforma to the exporter and has to pay the invoice before the goods 

can be shipped.  

 

General advice: Proforma with a deposit is preferred by smaller companies as it is easy 

to administer, it ensures that the seller gets paid before the goods are shipped and, 

importantly, if there is a deposit it proves that the buyer is committed and provides 

working capital from the deposit to cover the costs of fabric and production. However, 

many larger stores are only allowed to work to their own terms (often Open Account, 

30 days) and some of the more prestigious stores are “offended” that a smaller company 

might not trust them to pay. Whilst Japanese retailers accept that smaller fashion 

businesses have to work in this way for the first few seasons, most US buyers refuse to 

pay deposits under any circumstances so the exporter may be turning his or her back on 

potential business by insisting on a deposit. 

 

• Early Payment companies and platforms 

Some companies have begin to use “Early Payment” platforms and companies which 

effectively take responsibility for the collection of money in exchange for a fee. In some 

cases the fee is charged to both the buyer and the seller. One good example of such an 

arrangement in the UK, France and Germany is Urica www.urica.com   

http://www.urica.com/
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General advice: The advantage of this is that the exporter does not have to chase the 

debt but the disadvantages can be that some of the schemes are expensive and not all 

of them are as safe or secure as they could be. It is worth checking that any platform is 

registered with the Financial Services Authority (FSA) or equivalent in your country and 

how it is underwritten. It is also important to check at which point in the process the 

platform or company will irrevocably underwrite the order and on what terms. 

 

Invoicing in Currency  

 

 
 

As mentioned under 8.5 above, in the context of Incoterms ® DDP or “Landed” pricing, we looked 

briefly at the implications of invoicing in currency. Currency is an issue for small and large 

businesses on both their sourcing and export sales and it is an issue that companies have to take 

seriously. Getting currency calculations and predictions wrong can have very serious 

repercussions for a small company. For example, since the UK’s Brexit Referendum, the pound 

sterling has depreciated against the Euro by approximately 20%. This makes UK manufactured 

goods potentially 20% more competitive in countries which use the Euro but it also makes UK 

exporters more cautious about currency fluctuation, leading many of them to consider invoicing 

in Euros which would be more favourable to them. At the same time, buyers who might have 

insisted on being invoiced in Euros or dollars are more enthusiastic than they were about being 

invoiced in sterling as they perceive that this could be advantageous to them.   

 

Ultimately, exchange rate uncertainty can lead companies to change the way they do their 

business. They may bring forward, defer or even cancel payments to get a better deal for their 

company. Additionally, in the fashion and textile sector, the question about whether to invoice 

in currency or not or which currency is often based around regional norms or circumstances. 

Whilst Japanese buyers are very happy to buy in foreign currency in order to get access to a new 

collection or product, buyers in the US, Canada and the UK are typically resistant to dealing with 
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foreign currency as it requires greater preparation and potential exposure to risk. Companies 

sourcing production from Asia will often expect to be invoiced in US dollars whereas most Italian, 

Spanish or Portuguese manufacturers will expect to be paid in Euros. 

 

 
   

Most US and Canadian buyers (with the exception of some of the major department stores who 

buy currency forward) will expect to be invoiced on the basis of Incoterms ® DDP in their local 

currency. This removes all risk from the buyer and makes the sale as easy to handle as if the 

retailer were buying from a local supplier. From the exporter’s point of view, the advantage of 

this is that he or she has broken into a market possibly only accessible to local brands and 

products. However, if the exchange rate changes, even slightly, the exporter could stand to gain 

or make a loss which would either add to or take away from profits.  

 

Key points to bear in mind 

http://ec.europa.eu/eurostat/documents/4187653/7825826/IMG+graph+2+trade+by+IC.png/a71a691c-6747-4eb3-af81-1c040a15f5e1?t=1498126171838
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- Benefit: What is the benefit to me from invoicing in currency? Will I be able to open 

export accounts which would otherwise not be open to me? 

- Risk: What risks will I be running from invoicing in currency? 

- Accountancy: How do I reflect payments in or out in currency in my Sales Ledger? 

- Tools: What tools are at my disposal to minimise the risks? 

 

Tools to consider: 

- Currency accounts: Most high street banks now offer accounts in foreign currency. If 

you are buying and selling in one specific currency (dollar or Euro), a currency account 

would potentially enable you to even out exchange rate fluctuations over time. 

However, you would need to check the charging rules on payments as some banks still 

charge foreign exchange fees on payments from currency accounts. 

- Currency trends and predictions: A number of sites are available which track the rates 

of various currencies and make predictions on possible values for the future. It is 

important to recognise that these sites work on a “best endeavours” basis based on past 

performance and expected future events. Therefore these rates are not guaranteed and 

are for information only. A good example of such a site is www.oanda.com  

- All UK and most international high street banks offer Foreign Exchange and overseas 

payments in currency. They may also receive and transfer payments in foreign currency. 

However, it is worth remembering that UK building societies and most US and Canadian 

banks do not have these facilities and that an international clearing bank is required for 

currency transactions. Some banks charge heavily for their foreign exchange and 

transfer services, especially if they have to use third party providers for part of the 

operation. The length of time required to make currency transfers varies enormously 

from bank to bank and if you are transferring money to or from a US account, even in 

US dollars, there may be additional charges and additional delay.  

- FX/Foreign Exchange companies: There are a number of companies which offer foreign 

exchange services coupled with online or electronic transfer of funds. They can make or 

receive payments in currency on behalf of an EU company and forward to the correct 

account. They are usually very cost effective and can handle the conversion and the 

transfer of monies. Care should be taken to use a reputable FX company but the larger 

ones may not necessarily be the cheapest. Examples include: 

www.smartcurrencyexchange.com  

- Currency Hedging or “Buying Forward”:    A foreign exchange “hedge” (also called a 

FOREX hedge) is a method used by companies to eliminate or "hedge" their foreign 

exchange risk resulting from transactions in foreign currencies. A foreign exchange 

hedge usually takes the form of a “Contract” where a company commits to buying 

http://www.oanda.com/
http://www.smartcurrencyexchange.com/
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currency at a certain rate on a certain date or an “Option” whereby it has the option but 

not the obligation to buy the currency at a set rate on a particular date. Most banks and 

FX trader will offer Currency Hedging to their customers and some larger US and most 

Japanese department stores use Hedging to cover their FX exposure.   

 


