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Introduction

In striving for commercial success, manufacturers face enormous challenges.
Not least of these is the multitude of rules and regulations that govern the
manufacturing, import and sale of virtually all products. What's more, as these
regulations change within each country, international trade can seem a potential
minefield of liabilities, fines and late entry. Getting products to market quickly,
while meeting the obligations of diverse trading environments and customer
needs, is key to any manufacturer’s success. Where it seems that so much is
stacked against the manufacturer, how can one be successful in this complex
environment?

In this white paper we will explore some of the most common issues facing
manufacturers working to enter new geographical markets with their products.
We will also suggest strategic solutions that businesses of all sizes can
implement to achieve more efficient market access.

Strategy 1. Accessing “Lock and Key” Countries

Almost every country in the world has a set of regulations that governs the
manufacturing, import and sale of products. These are generally mandatory and
apply to both local and foreign manufacturers. Within a country there may also be
states or regions that have further rules that govern not only the product, but
perhaps also packaging, the method of trading and requirements for vendors
such as licensing.

Reaching regulatory compliance for one market can be challenging enough, but
how can manufacturers maximize access to a number of geographical target
countries with minimum testing, administration time, resources and expense?

Solution 1: Understanding the “Lock and Key” concep t to market access.
Many manufacturers seldom realize that testing to a selected country’s
requirements often provides the basis for compliance to many other countries —
with little or no additional testing. With this understanding, companies can



increase their product’s revenue potential with incremental markets of sale, and
alleviate redundant testing costs and time.

Example 1: CB Scheme. Obtaining product certification through the CB scheme
will help to achieve acceptance and recognition by the authorities of up to 49
countries worldwide. While some authorities accept a CB Certificate as evidence
of compliance without the need to apply for a specific national certification, others
do not. In this case manufacturers can use their CB Certificate to apply for the
nationally recognized certification of their target markets, without the need to
conduct all of their testing again from scratch. Sometimes national deviations in
Standards and regulations may require some additional assessment of a product,
but supplemental tests are not always required as many countries use
harmonized Standards. Essentially, one CB certificate can be used in
applications for national certification to all 49 members — ensuring core testing
does not need to be repeated.

Example 2: ENEC Scheme. Whereas the CB Scheme enables manufacturers
to secure the national marks of many countries quickly and easily, the ENEC
scheme enables the issue of just one mark by multiple national certification
bodies. The issuing bodies use the same testing and assessment criteria and so
are considered to have parity across the region.
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The ENEC mark is widely recognized by government and surveillance authorities
across Europe. This mark will always appear alongside a number — in this
example ‘19’ - which designates a specific issuing body.

CB Certificates, national certification marks and the ENEC Mark are used by
many manufacturers to support their declarations of conformity in Europe and
beyond. They act as a ‘key’ to local markets by demonstrating to trade and port
authorities that recognized compliance activities have been applied to the
product.

Solution 2: Recognition of “aligned” country marks/ approvals. Aside from
the use of regional or global schemes to achieve product compliance in multiple



countries, it is important to have an awareness of the “aligned” requirements of
countries that may not participate in a particular scheme.

For example in the UK, certification of 3-pin plugs is mandatory. These products
must be fully tested and certified by an appropriate certification body before they
can be placed on the market. Interestingly, over 40 other countries across the
world use 3-pin plugs. Having a product that has been tested and certified for
the UK surely aids the manufacturer’'s market access for all 40 countries.
Manufacturers may not have even considered entering these markets before, but
much of the work they may have already done can be reused. This will help them
to expand their export network and bring unexpected incremental revenue.

Utilizing international certification schemes reduces the amount of testing
required for widespread compliance and speeds a manufacturer’s time to market.

Working with a compliance partner to identify the requirements of target countries
will allow manufacturers to determine what testing regimen affords the most
access. More specifically, a partner experienced in global market requirements
can build a test program to meet the requirements of all target markets and
beyond — unlocking new markets that they didn’t know were accessible.

Strategy 2: “Currency” of Information

Manufacturers often do not understand the value of current market access
information. Country regulations and laws are continually changing. It could be
that a new political party takes power in a country and changes the trading laws,
or a major product recall incident makes the authorities re-assess the regulations
that govern certain products. It could even be a boom in the production of a
certain goods locally that brings restrictions to those importing similar products.
Without real time information on local laws and standards, manufacturers
increase their risk of non-compliance and legal recourse.

Many manufacturers who are looking to expand their market penetration into new
areas may only feel they need to research their target market once — in



preparation for market entry. This can often lead to errors and oversights in the
compliance process that may cause a product being rejected at port of entry in

the future. Worse still a product could pass through border control and enter the
market and later be discovered as non-compliant.

Learning vital facts about market requirements after shipment — or worse yet,
after an incident — could have negative effect on brand and almost certainly have
financial implications for fines, product recall or even liability.

Solution 1: Implement a 10-point methodology for ma naging critical market
access data. For example:

1) Establish a specific electronic database and decide timeframes for
mandatory data checks and updates

2) Collect data from as many sources as possible and establish where
sources corroborate each other. If no corroboration is possible, which sources
have precedence?

3) Ensure the database contains information on trading customs as well as
laws, regulations and Standards

4) Establish local contacts and communications channels for the ongoing
flow of regulatory changes.

5) Designate a person to have primary responsibility for managing data on a
particular country.

6) Ensure the database has the capacity to capture all types of data
(including scans of newspaper articles, whitepapers, presentations and even
audio recordings) as useful information may come from unexpected sources.

7) Check what competitors are doing — what are their best practices and
what can be learned from them?



8) Enable everyone to access the data and encourage them to use it — for
example engineers can find out about specific design requirements or the
marketing team can find out about labeling and packaging regulations.

9) Work to ensure that the perception of this database within the organization
is one of ‘primary tool’ not ‘secondary reference’.

10) Keep data clean. If a particular law is repealed, or special conditions are
introduced, ensure updates are completed as soon as possible.

Solution 2: Utilization of the government. The government office in a home
country that promotes foreign trade and export will retain detailed information
about trade conditions for specific products and regions. Their data is usually
collated from their local embassies and through the experience of working with
manufacturers already in that territory. Checking government websites and
attending foreign trade events will enable manufacturers to access current data
about trading conditions that manufacturers can apply to their activities.

Many manufacturers find that working with a compliance partner to develop and
maintain a ‘master database’ that can be shared with their supply chain will
alleviate the pressure and complexity of putting this massive undertaking on
internal resources. With the necessity to keep overheads and operating costs to
a minimum, hiring additional staff and establishing new databases to tackle this
area means significant additional expense — so a compliance partner is an easy,
cost effective solution.

Despite the cliché, knowledge is still power. It gives manufacturers the power to
respond quickly to changes in the market and a competitive advantage over their
less responsive rivals.

Developing this type of system or process will allow manufacturers to increase
operational efficiencies within their organizations. Providing all departments with
access to the data they need will allow all to properly address market access
requirements during the design or sourcing phase rather than having to go back
and modify products later.



Also being pro-active to market changes will help manufacturers build a
professional reputation with their global customers and shareholders. Being
prepared to move quickly on new conditions in a target foreign territory will also
further demonstrate a manufacturer's ongoing commitment to the clients of that
specific country helping them to become a trusted brand locally.

Strategy 3: Understanding Requirements Beyond
Certification

Most manufacturers believe that simply testing their product to specific standards
is enough to gain market access when, in fact, there is much more to consider.
Every aspect of a product should be examined. Are manufacturers using the right
labeling? Is the user manual in all required languages? Does a product name
translate to something improper that could offend local sensibilities? Are
manufacturers required to have a local office established in that country manned
by local people or those fluent in the local language?

This ‘testing only’ misconception is commonly driven by the manufacturers’
distribution channel stating that there are no additional requirements to which the
manufacturer should be concerned. At the end of the day, leaving product
compliance knowledge up to the distribution channel can compromise brand
reputation and brand loyalty. They may know that their country has no regulatory
requirements, but they may not know about specific product import laws —
especially if the type of product is completely new to that area.

Solution 1: Gain an in-depth understanding of marke t access requirements
beyond certification.  Additional regulations must be considered and addressed
such as local representation, permitted importers, and product classification
requirements. Manufacturers can speak to their local embassy who may be able
to provide them with specific guidance, customs forms and even examples of
what paperwork will be required to enter specific countries.

Solution 2: Gain an in-depth understanding of pre-s hipment inspections.
Many countries require these inspections as a demonstration of product
regulatory compliance for country access. Many compliance partners are



recognized and trusted by foreign governments to conduct these inspections. A
compliance partner can also help manufacturers prepare for inspection by port
authorities.

When manufacturers can be sure that a product is safe, free of hazardous
materials and meets the energy efficiency requirements, thorough knowledge of
regulations and pre-shipment inspection activities will ensure that the little things
don'’t slip them up. Incorrect labeling, inadequate user guides or improper
packaging/branding can keep a product out of the market, significantly impacting
revenue and return on investment.

As well as ensuring complete product compliance, knowledge of import
procedures will add to a manufacturer’s credibility with their supply chain —
particularly where they are entering a new area; as their supply chain will be
reassured that they are not being put in a position of liability themselves by
importing and distributing non-compliant products.

Additionally, those selling products via the Internet may not realize that they’re
open to customs regulations when filling orders and shipping even for a single
product. With more and more companies desiring to sell products via the
Internet, many issues regarding country applications, license holders and legal
importation rules have arisen. In addition to that other rules may apply. For
example in Europe, electrical manufacturers share the responsibility and cost of
electrical product disposal at end of product life — even if the product came from
outside the region and was sold over the Internet.

Develop an internal database containing all the requirements for legal licensing
and distribution. Information remains the key and companies need to address
this aspect of regulatory compliance at the same level as specific product
regulatory requirements.

Understanding the common pitfalls manufacturers may face when exporting to
other countries and tackling them head on will keep a global business running
and customers satisfied — as they will always have access to preferred products.



Strategy 4: Using Data to Understand the Costand T ime
to Gain Market Access

Products are quite often developed with the intent to release in certain high
volume markets such as the US, Canada and the EU. When products are
successful in these markets, manufacturers often consider exporting them to
other territories where there is perceived to be a need.

Considerable time, effort and money can be expended on market research, only
to find out that the cost is too great to enter the country, the time to gain
certifications will not meet company expectations, or the company does not have
the in-country infrastructure to legally access the market.

For manufacturers, finding out that they cannot feasibly or profitably sell a
product in a new country is frustrating, and having to write-off the expense of
research causes many companies to withdraw altogether from the idea of
exporting their products.

Solution: Understand the risks and rewards of resea rch. Manufacturers can
conduct the research accepting the risk that this resource-intensive activity may
come to nothing; taking the philosophical approach that it is better to lose some
money checking the feasibility of such a strategy rather than losing even more
through a failed export strategy.

Alternatively, manufacturers can work with their chosen compliance partner who
has extensive expertise in helping manufactures successfully export products.
They will already have target market data collected and will be able to give
manufacturers appropriate advice.

Whether manufacturers choose to conduct the research themselves, or choose
to work with a compliance partner, assessing the risks and implications of
exporting product is a key strategic activity as manufacturers will reduce the risks
of failed export strategies.

Even greater savings can be made by working with a compliance partner during
this process, as the manufacturer’s team will be freed up to do what they do best



— develop the best products possible and provide industry leading customer
service to their clients.

Strategy 5: Getting Lost in Translation

When working towards regulatory compliance for a target market, manufacturers
are likely to be faced with procedures and rules written in different languages.
Likewise, the staff at foreign compliance agencies may not speak a
manufacturer’s language, yet be the only accredited agency that can approve or
certify a product for a specific region.

How can manufacturers ensure that a product approval or certification is being
processed correctly and efficiently? Delays caused by through
miscommunication can add weeks, even months to compliance projects.

Solution 1: Hire a bilingual staff to manage the pr ~ ocess. This may be an
option depending on the complexity of the product and the commitment to a
specific market. Though finding someone with appropriate technical knowledge
and a sufficient fluency in a particular language can add significant time to
manufacturer’s project.

Solution 2: Work with a local agent to organize reg ulatory compliance.
Their knowledge of the local rules and customs can save manufacturers
considerable time and effort struggling to communicate. It can reduce time to
market as well as costs.

Solution 3: Work with a certification or testing ag ency with local offices.
Working with a certification or testing agency that has locally approved offices
accepted by that government with branches in the manufacturer’'s own country



can provide local staff to help manage the process and communications
internally.

If the manufacturer’s current certification or testing agency has no office in the
target country, it is likely that they may maintain a mutual recognition agreement
(MRA) with the primary compliance body in that country instead. These
agreements enable one body to recognize the test reports or certificates of the
other. This will save manufacturers time and money as the need to ship and test
additional samples is removed.

Speed time to market with test reports and certifications accepted between
branches of the same organization or via inter-agency agreements known as
Memorandums of Understanding (MOU). This approach often removes the need
for additional testing, saving time and money as extra samples do not need to be
shipped and processed. Additionally, a local agency will speak the native
language and can help with interpretation of Standards and Regulations,
reducing the likelihood of oversights and errors in compliance.

Summary and Conclusions

» Entering a new market requires a significant investment of time, effort and
money. Utilizing detailed market research will save products being barred at port
and help improve return on investment.

* Information about target markets will enable manufacturers to plan appropriate
product design, compliance processes and ultimately market access at the
beginning of the development cycle — reducing the need to ‘retro-fit’ a product for
a specific market.

» Accurate market data will help business strategists make informed decisions
about which markets to access.

» Keeping foreign market information up to date is critical to ongoing product
compliance, business growth and brand development.



» There are a number of routes to compliance for exported products — good
research will help you determine the most appropriate and cost effective route.

» Knowledge is power; it can help manufacturers stay responsive to client needs
and ahead of their competitors.

* Help is always available - from trade and export teams at embassies to
government agencies and compliance partners.

Additional Information
CB Scheme:

The CB Scheme is run by an international group of certification bodies known
as the IECEE. It enables a mutual acceptance of test reports and certificates
dealing with the safety of electrical products and components between
member bodies. A manufacturer holding a CB Certificate from one member
body can obtain the certification Marks of another.

The scheme is based on the use of harmonized IEC Standards and declared
national differences.

The CB Scheme is recognized in 49 countries worldwide

ENEC Scheme:

The ENEC (European Norms Electrical Certification) Scheme offers a Mark of
conformity based on harmonized European Safety Standards and relates to
products covered by the following standards:

0 Luminaires EN 60598 series

0 Associated components EN 60920 and EN 60400



o IT equipment EN 60950
0 Appliance switches EN 61058 series
o Transformers EN 60742 and EN 61558 series

o0 Automatic controls EN 60730 series

Any European manufacturer can apply for the ENEC Mark, and the
manufacturing location may be based inside or outside Europe. The
manufacturing factory will be visited at least once each year to assess its
guality systems and to verify the manufacturer’s production / testing status -
usually both activities are carried out at the same time. The ENEC Mark is
currently recognized in over 20 European Countries. Each ENEC Mark
issuing body has an accompanying designation number that sits alongside
the Mark.

For more information on the Intertek’s testing and certification capabilities,
global approvals management, or to contact Intertek directly,
call 1-800-967-5352, email icenter@intertek.com,

or visit www.intertek-etlsemko.com.
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