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Advantages and Disadvantages of Exporting as a Global Market Entry Strategy

Exporting is a method used by businesses to expand and enter new markets globally. It involves
selling goods and services produced within a home country to customers located in foreign
countries. Exporting can offer several advantages for companies looking to grow internationally,
but it also comes with its share of challenges and disadvantages. In this tutorial, we will explore
the advantages and disadvantages of exporting as a global market entry strategy.

Advantages of Exporting:

1. Increased Market Access: Exporting allows businesses to access a wider customer base and
tap into new and potentially lucrative markets. By selling products or services globally,
companies can diversify their customer base and reduce dependence on a single domestic
market. This can help businesses mitigate risks associated with market downturns or economic
fluctuations in a specific region.

2. Revenue Growth: Exporting offers the opportunity for increased sales and revenue growth.
Accessing international markets can lead to higher sales volumes and revenues, as businesses
can reach a larger pool of potential customers. Expanding into new markets may also enable
businesses to take advantage of higher customer demand or lack of local competition, leading to
increased profitability.

3. Economies of Scale: Exporting can allow businesses to achieve economies of scale, which
refers to the cost advantages gained through increased production levels. By exporting,
companies can increase their production volumes to meet the demands of larger markets, leading
to lower costs per unit. This can result in improved profit margins and competitiveness in global
markets.

4. Product Differentiation: Exporting can provide opportunities for businesses to differentiate
their products or services in foreign markets. Certain products may have unique features or
qualities that are valued by consumers in other countries. By exporting, businesses can capitalize
on these unique attributes to gain a competitive advantage and differentiate themselves from
competitors in the global marketplace.

5. Learning and Innovation: Exporting exposes businesses to new markets, cultures, and
customer preferences. This exposure can lead to valuable learnings and insights that can be
applied to improve products, processes, and business strategies. Additionally, exporting often
requires businesses to adapt to the local market conditions and regulations, fostering innovation
and creativity within the organization.

Disadvantages of Exporting:

1. Market Entry Barriers: Entering new markets through exporting can be challenging due to
various barriers. Tariffs, trade restrictions, quotas, and import regulations imposed by foreign



governments can hinder market access and increase costs. Language and cultural differences, as
well as differences in business practices and legal systems, can also pose challenges for
exporting businesses.

2. Logistics and Transportation Costs: Exporting involves shipping products to foreign countries,
which can incur significant logistics and transportation costs. Depending on the distance and
mode of transport, these costs can eat into profit margins and make exporting less economically
viable, especially for small businesses with limited resources.

3. Currency Fluctuations and Financial Risks: Exporting exposes businesses to currency
fluctuations, which can impact profitability and financial stability. Volatile exchange rates can
lead to uncertainty in pricing, increased costs, and lower profitability. Additionally, the risks
associated with non-payment or late payment by foreign customers can pose financial challenges
for exporting businesses.

4. Intense Competition: Global markets are highly competitive, and exporting businesses may
face intense competition from local and international competitors. Existing competitors may
have established distribution networks, strong brand presence, or competitive pricing strategies.
Exporting companies need to carefully analyze and develop strategies to compete effectively in
foreign markets.

5. Cultural and Marketing Challenges: Exporting products and services to foreign markets often
requires adapting to the local culture, language, and consumer preferences. This may involve
product customization, appropriate branding, marketing strategies, and customer support that
align with the local market requirements. Addressing these cultural and marketing challenges
requires significant investments in market research, product development, and marketing
activities.

In conclusion, exporting can offer numerous advantages for businesses looking to expand
internationally. The increased market access, revenue growth, economies of scale, product
differentiation, and learning opportunities make exporting an attractive market entry strategy.
However, businesses should also consider the disadvantages, such as market entry barriers,
logistics costs, financial risks, intense competition, and cultural and marketing challenges. These
factors should be carefully evaluated before embarking on an exporting strategy to ensure
successful market entry and long-term growth.


