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At present, Indian exporters face a number of problems /
difficulties. The problem demotivates the business firms to enter
Into foreign markets. These problem / difficulties are as follows.

a) Recession in world market

The world market, faced recession in 2008 and in the first half of
2009. The recession was triggered due to sub-prime crisis of USA
In September 2007. Due to recession, the demand for several
Indian items such as Gems and Jewellery, Textiles and Clothing
and other items were badly hit. During recession, exporters get low
orders from overseas markets, and they have to quote lower prices.
Therefore, exporter gets law profits or suffers from losses.




b) Technological differences

The developed countries are equipped with
sophisticated technologies capable of transforming raw
materials into finished goods on a large scale. Less
developed countries, on the other hand, lack technical
knowledge and latest equipment's. And therefore they
have to use their old and outdated technologies. It leads
to the lopsided development in the international market.




¢) Reduction in export Incentives
Over the years, the Govt. of India has reduced export incentives
such as reduction in DBK rates, withdrawal of income tax benefits
for majority of exporters, etc. The reduction in export incentives
demotivates exporters to export in the overseas markets.

d) Several competitions in global marketing — Export marketing
IS highly competitive. This competition relates to price, quality,
production cost and sales promotion technigues used. Indian
exporters face three-faced competition while exporting. This
Includes competition from domestic exporters, local producers
where the goods are being exported and finally from producers of
competing countries at global level. Such competition Is one specia
roblem to the exporters.




e) Problem of product standards — Developed countries insist
on high product standards from developing countries like India.
The products from developing countries like India are subject to
product tests in the importing countries. At times, the importing
countries do not allow imports of certain items like fruits, textiles
and other items on the grounds of excessive toxic content.
Therefore Indian exporters lose markets especially in developed
countries.

f) Fluctuations in Exchange Rate — Every country has its own
currency which is different from international currencies. The
dominant international currencies are US dollar or Sterling
ound. From the point of view of Indian exporters we are

terested to realize the payment In international currency.




Foreign exchange earned by the operators is converted into India
rupees and paid to the exporters in Indian currency; this exposes
the exporters to the dangers of fluctuation in foreign exchange
rates.

g) Problems of Sea Pirates Attacks — A major risk faced by
International trade is attack by pirates in the Gulf of Aden. More
than half of India’s merchandise trade passes through the piracy
Infested Gulf of Aden. New exporters and importers are facing
problem, because of increased pirate attacks as they find it
difficult to get insurance cover.




h) Problem of subsidies by Developed countries — The
developed countries like USA provide huge subsidies to their
exporters. For example, in case of agriculture exporters, USA,
UK and other provide huge subsidies to their exporters.
Therefore, the exporters of developing countries like India find it
difficult to face competition in the world markets.

1) Problem in preparing Documents — Export involves a large
number of documents. The exporter will have to arrange export
documents required in his country and also all the documents as
mentioned in the documentary letter of credit. In India, there are
as many (commercial and a regulatory documents) to be filled in.




J) Government restrictions and foreign exchange regulations
The Government restrictions compel the exporters to follow
certain rules and regulations in the form of licenses, quotas, and
customs formalities. Due to such restrictions, new problems
develop before the exporters. Even trade restrictions in foreign
countries create problems before exporters. Indian exporters face
this difficulty of government restrictions and foreign exchange
regulations even when trade policy is now made substantially
liberal.

k) High risk and Uncertainties — Export marketing is subject to
high risks and uncertainties. The risks may be both political and

commercial. Political risks involve government instability, war,
civil disturbances, etc.




The commercial risks involve insolvency of the buyer,
protracted default on the part of the buyer dispute on quality and
SO on.
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