Entrepreneurial Peer Profile

From rings for your fingers to rings for your cars
When some exporters consider markets such as Central America, they are blinded by the obstacles that their high unemployment, political instability, and low per capita income represent. Yanira Gutierrez, a native of Mexico with family ties in Nicaragua, sees only opportunities. For more than a year, Yanira has been exporting used automobiles, used automobile parts to Nicaragua, and novelty rings for children. Yanira operates her business, Central America Import/Export, part time. She is also busy earning an undergraduate degree in international business and raising a baby.
The key to selling profitably to less economically developed markets is first to find a need. Yanira started by selling novelty items because she got a great bargain—70,000 rings for $7,000. The rings were targeted at children and were fairly inexpensive. But despite their low price and her efforts to repackage and better merchandise the items, she still has several thousand in inventory.
She moved to exporting automobiles when a family member in Nicaragua requested that she ship a used car for the family’s personal use. As a result, she mastered the ins and outs of buying used cars at auctions and shipping them to Nicaragua. Today she ships about three cars per month. The Nicaraguan market for used autos is relatively small, while the regulations, certifications, and fees are cumbersome. Even though she can sell a used car for double its cost, a car may sit in her driveway for several months while she makes the rounds of the Department of Motor Vehicles and the Highway Patrol to obtain the necessary clearances. Despite the potential, her profits can be in park along with her unmoved merchandise. “It is necessary to include the cost of holding the inventory and one’s own time when calculating profit,” Yanira states.
She expanded into used automobile parts because the market is bigger and less regulated. Nicaraguans are more likely to keep their old cars running than to replace them. They prefer used parts because new ones are too expensive. She learned that even in the United States, the cars bought at auction for resale are typically reconditioned with used parts.
Yanira possesses a strong desire to be an independent businesswoman. However, she realizes that her success is contingent on networking and learning from others with more experience. To discover where to obtain merchandise at the best prices, she began working on commission for an entrepreneur who bought closeouts, ranging from toys to office supplies. He bought the items at auctions and resold them domestically. She made her first buy of the novelty rings at an auction with money borrowed from her family with the intention of exporting them to Nicaragua and Mexico.
When looking for sources for used cars, she went to an auction. Since she did not have the necessary credentials, she paid a licensed dealer $100 for each car that he bought for her. She attended the auctions along with him, learned what to look for when buying used cars, and eventually got her own license.

Since her father was in the transportation business in Mexico, Yanira had some familiarity with the world of brakes, auto rings, and carburetors. However, she did not have the necessary contacts to acquire the supplies she would need. So she set out to find someone who did, a mechanic who worked in an auto salvage yard. When she found that mechanics were reluctant to discuss auto parts with a woman, she enlisted her husband to come along and screen prospective candidates. Yanira eventually hired a mechanic whom she pays 10 percent of the price of the parts he buys.
Eventually her supplier became greedy, incorrectly assuming that she was making all the money while he was doing all the work. He did not understand the costs of doing business internationally and the risks involved. Since he wanted a higher percentage and often failed to provide her with the parts in a timely fashion, she took matters into her own hands. Yanira decided to forge her own loyal network of auto salvage yards. She now relies on her intermediary less and less.
Yanira has structured her business to keep her capital investment at a minimum. She only ships auto parts or autos once she has a firm order accompanied either by cash or a letter of credit. She pays her salesmen in Nicaragua on commission and keeps her advertising to a minimum.
She uses a freight forwarder to ship the products by boat and if necessary to consolidate the shipments. As her sales have increased she is using full containers and selling any excess space to others interested in transporting small amounts to Nicaragua.
In Nicaragua, she has hired family members to sell to mechanics and auto supply stores. She also places display advertisements in the local newspapers. She uses rather small, 6-by-6-inch display ads that stress low prices. She keeps the style and format consistent to improve her recognition factor.
She prices the auto parts based on cost-plus, adding a 40 percent profit. Her prices are considerably less than her competitors’. To keep them low, she deals only in parts for cars four years old or older. Parts for newer cars command a higher tariff than parts for older vehicles.
According to Yanira, “It is key to have someone on board who has developed strong relationships with customs and who can supervise the shipment’s entry into the country.” Since the same parts may be used in a range of model years, there is some latitude as to how they can be classified. Yanira has hired a male family member for this role. She has observed that men may receive more favourable treatment than women from the Central American officials.
There are many challenges in operating the business day to day. Sometimes she gets orders she cannot fill in a timely fashion. Even when she ships the order, there is always the possibility of delays in transit. She must be very careful to complete the necessary paperwork accurately to minimize the risk of having the parts reclassified. It is also difficult to supervise and motivate her sales force from such a great distance.
To grow her business, Yanira is continuously on the lookout for other products that are suitable for exporting to an emerging economy. The formula is to find products that are valued by consumers with rising expectations but trailing incomes. The product should be scarce in the importing country and relatively inexpensive for her to buy. Perhaps some other previously owned products such as personal computers from the United States might hold the key.
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