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Foreword

| 48 Small and medium-sized
enterprises (SMEs) play a piv-
otal role in promoting eco-
nomic growth, creating jobs,
and reducing poverty. Most
recent data indicate that
SMEs represent approximately
60 per cent of Indonesia's GDP and generate mil-
lions of jobs annually. SMEs that are capable and
committed have the potential to access global
supply chains, increase profitability, and fur-
ther contribute to domestic prosperity. Through
the Canada-Indonesia Trade and Private Sector
Assistance (TPSA) project, Canada is working with
Indonesia's Ministry of Trade and its Export Training
Center to facilitate Indonesian exports to Canada
in three priority sectors with high potential. coffee,
footwear, and apparel. Because women own 51 per
cent of smalland 34 per cent of medium-sized enter-
prises in Indonesia, the TPSA project places particu-
lar emphasis on SMEs owned by women in order to
address the additional barriers they face in access-
ing international markets. Ultimately, it is expected
that Indonesian SMEs, including those owned by
women, will embrace international business and
become more competitive, allowing them to take
greater advantage of global market opportunities,
including within the ASEAN Economic Community.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

For enterprises to grow and thrive in global markets,
they also need an enabling domestic environment.
The Government of Indonesia's economic reform
packages of the last two years have contributed to
improving the business climate for SME develop-
ment and exports. Indonesia’'s jump in the World
Bank's 2017 Ease of Doing Business Index from
106th to 91st place reflects this progress and the
importance of establishing a climate conducive for
new entrepreneurs to start a business and export
beyond their borders.

A Step-by-Step Guide for Indonesian Coffee SMEs to
Export to Canada has been specifically developed for
Indonesian readers in close cooperation with Trade
Facilitation Office (TFO) Canada and the Indonesian
Ministry of Trade. The guide outlines 10 steps that are
recommended for Indonesian SMEs as they prepare
to export to Canada and other international markets.
The guide also provides a list of Indonesian organi-
zations that can support them in this endeavour. |
hope you will find this guide useful and | encourage
you to keep up your entrepreneurial drive to inno-
vate and to design unique products that will cater to
consumer demand in Canada and beyond.

I'::: ,‘-_\_L‘-.:_.-qu_j:."f;‘ T
Peter MacArthur
Ambassador to Indonesia and Timor Leste
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10 Steps to

—Xporting

Coffee to Canada—

A Summary

It is recommended that Indonesian coffee export-
ers follow the 10 steps for export preparation in the
order they are presented in this guide. For exam-
ple, an Indonesian exporter should first ensure they
have a business plan before doing a self-assessment
of their export readiness. Based on the results of their
assessment, they should then prepare an export
plan as outlined in this guide, or seek further assis-
tance if they are not yet export-ready.

It is not expected or necessary for Indonesian
coffee exporters to do all 10 steps by themselves. A
number of services exist to assist Indonesian cof-
fee exporters through each step of the export pro-
cess, many of which have been outlined in each
specific chapter of this guide. Some resources and
services are provided free of charge, while oth-
ers require a fee. Contact information for a num-
ber of resources has been provided in Annex 1,
including links specifically for Indonesian female
entrepreneurs, as well as capacity development
and networking for SMEs.

If using an intermediary, an Indonesian coffee
exporter will likely get some level of assistance for
some of the steps listed. For example, a full-service
trading house handles many aspects of the export-
ing process, such as market research, transporta-
tion, appointing distributors or agents, exhibiting
at trade fairs, and preparing advertising and docu-
mentation. A trading house might be a good option
for Indonesian coffee exporters who do not have
the time or resources to undertake all the steps in
the export process on their own.

It is up to the Indonesian coffee exporter to deter-
mine what level of support they require for exporting

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

to Canada based on their resources available, their
level of experience with exporting, their knowledge
of the Canadian market, and their company's prod-
uct. The Indonesia Export Training Centre (IETC) can
help an Indonesian company identify what kind of
support they might need.

A significant amount of information has been
included in the annexes of this Guide to
assist Indonesian coffee exporters with their
research on Canada and the Canadian mar-
ket. Indonesian coffee exporters will also
find the TFO Canada web site (www.tfo
canada.ca) a very useful repository of information. This
web site is provided free of charge for Indonesian cof-
fee exporters.

By registering with the TFO Canada web site
as a foreign supplier, Indonesian coffee export-
ers can access the following general and sector-
specific information, advice, and links regarding the
Canadian market:

» Access to information on the Canadian market,
market entry, market links, trade-related events,
etc.

» Customized dashboard for Indonesian exporters
indicating their sector of operation, years of
export experience, number of product offers,
number of profile views

» 20+ Canadian sector-based market information
papers and webinars on specific sectors

» Market entry information tailored to Indonesian
exporters' needs

» Live connection to Industry Canada's Importer
Database

» Updated list of trade events and trade missions

» \Webinars on specific sectors
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10 STEPS FOR EXPORTING FROM INDONESIA TO CANADA

Step Who is Responsible for this Step

Step 1 The Indonesian coffee exporter is primarily responsible for this step, with
Assess export readiness guidance from the Step-by-Step Guide. The IETC can also provide support.
Step 2 The Indonesian coffee exporter is primarily responsible for this step, with
Conduct a SWOT analysis guidance from the Step-by-Step Guide. The IETC can also provide support.
Step 3 The Indonesian coffee exporter is primarily responsible for this step, with
Prepare an export plan guidance from the Step-by-Step Guide. The IETC can also provide support.
Step 4

Conduct market research

The Indonesian coffee exporter is primarily responsible for this step, with
guidance from the Step-by-Step Guide. The IETC can also provide assistance.
If the exporter is working with an intermediary, they might be able to get
assistance with this step. A full-service Indonesian trading house, for
example, handles many aspects of the exporting process, including market
research. There are also companies that, for a fee, will conduct market
research for the exporter.

Step 5 The Indonesian coffee exporter is primarily responsible for this step, with
Develop a Canadian guidance from the Step-by-Step Guide. The IETC can also provide assistance.
marketing strategy

If the exporter is working with an intermediary, they should be able to get
assistance with this step. For example, a partner, such as an agent experi-
enced in selling to the Canadian market, should be able to provide guidance
to ensure the product meets Canadian guidelines, standards, and con-
sumer preferences. Sometimes they will handle a significant amount of the
responsibility—for example, a Canadian partner will often handle most of the
aspects of advertising in Canada.

Trade representatives at the Indonesian Embassy in Ottawa and the
Indonesian Trade Promotion Center (ITPC) in Vancouver may also be able to
provide useful information and contacts to assist Indonesian coffee export-
ers with their Canadian marketing strategy.

Step 6 The Indonesian coffee exporter is primarily responsible for this step, with

Enter the Canadian guidance from the Step-by-Step Guide. The IETC can also provide assistance.

market Trade representatives at the Indonesian Embassy in Ottawa and the
Indonesian Trade Promotion Center (ITPC) in Vancouver may also be able to
provide useful information and contacts to assist Indonesian coffee export-
ers with their Canadian market entry strategy.

Step 7 The Indonesian coffee exporter is primarily responsible for this step, with

Complete the sale

Step 8
Meet Indonesian export
requirements

guidance from the Step-by-Step Guide. The IETC can also provide assistance.

The Indonesian coffee exporter is primarily responsible for this step, with
guidance from the Step-by-Step Guide. The IETC can also provide assistance.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada



Step 9
Meet Canadian import
requirements

Step 10
Ship goods from
Indonesia to Canada

LA

....................................................................................................................... @
The Indonesian coffee exporter is primarily responsible for this step, with ;9@
guidance from the Step-by-Step Guide. The IETC can also provide assistance. gy
If working with a reputable Canadian partner, they should be able to provide e
significant assistance in this step. }Q’%

The Indonesian coffee exporter is primarily responsible for this step, with
guidance from the Step-by-Step Guide. The IETC can also provide assistance.
If the exporter is working with an intermediary, they might be able to get
assistance with this step, depending on the terms of the agreement.
Transportation intermediaries, such as freight forwarders and customs
brokers, are an excellent resource to help with shipping requirements.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada 3



INntroduction

The purpose of this guide is to assist Indonesian
companies, particularly small and medium-sized
enterprises (SMEs), to export their products
to Canada.

The information in this guide is meant to help
Indonesian coffee exporters better understand the
Canadian market and the export process. However,
while this guide should be used as a reference,
Indonesian companies will need to invest additional
time and resources to conduct their own market
research, to make the right connections, and to
develop a strategy to export to Canada.

Why Export?

Successful exporting usually requires considerable

time, resources, and commitment. So why would a

company that is doing well in Indonesia consider

becoming an exporter? There are several good rea-
sons, including:

» Increased sales and revenue: Exporting is a
way to expand a market and take advantage of
demand outside of Indonesia.

e Increased competitiveness in Indonesia: Being
exposed to different markets and new ways of
doing business can help a company improve its
business in Indonesia.

» Reduced vulnerability: By expanding into new
markets, a company is no longer dependent on
the Indonesian domestic market for its success.

» Higher profits: If a company can cover fixed
costs through its Indonesian operations, its
export profits can grow very quickly.

» Higher economies of scale: The more an
Indonesian company produces, the lower the
per-unit cost.

» Improved global competitiveness: The experi-
ence an Indonesian company gains internation-
ally will help keep it competitive in the global
marketplace.

» Enhanced national and regional development:
Increased real income, higher standard of living,
higher export receipts, and employment cre-
ation, all of which are associated with multiple
social benefits for individuals, families, and
communities in Indonesia.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

The benefits of exporting can far outweigh the
costs, but being a successful exporter requires a
lot of preparation as well as commitments of finan-
cial and human resources. Refer to Annex 7 for an
additional example of why a company might decide
to export.

Why Export to Canada?

There are a number of reasons why an Indonesian
company should consider exporting to Canada.

An Import-Oriented Market

Canada depends heavily on imports to drive eco-
nomic growth and meet consumer demand.
Canadian imports reached a five-year high of
$512 billion in 2014, making Canada the 11th larg-
est import market in the world. Growth in Canadian
imports has been strong and stable, averaging 5%
annually over the past five years (2010-2014). This
upward trend is expected to continue as demand
grows for foreign products.

See Annex 4—Canadian Market Information

A Large Market

Although Canada's market is approximately 10%
the size of the U.S. market, Canada actually imports
almost twice as much as the US. on a per-capita
basis. Imports represent 31% of the GDP in Canada,
while in the US., imports only represent 16% of
the GDP.

See Annex 4—Canadian Market Information

Diverse Consumer Tastes

Canada has the second largest landmass in the
world and had a population of 359 million in
2015, of which 80% live within 160 km of the U.S.-
Canada border. Sixty-two per cent of Canadians
live in the provinces of Ontario and Quebec and
one in three Canadians live in the cities of Toronto,
Montreal, or Vancouver. One in five Canadians were
born outside the country, giving Canada the larg-
est proportion of foreign-born citizens among the
G7 nations. What's more, Canada is home to over
five million people of Asian descent and that num-
ber is increasing. As these ethnic communities
grow, so does their demand for familiar products.
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Canada's multiculturalism also influences main-
stream consumer tastes. The wider population has
now adopted many products that were once sold
only to ethnic niche markets. This offers Indonesian
exporters substantially higher sales potential in
Canada than in many other markets.

See Annex 4—Canadian Market Information

A Strong Economy

Canada's economy grew by 2.4% in 2014, and infla-
tion rates have remained below 3% for the past two
decades. While Canada appeared to be entering a
recession in mid-2015, the economy has remained
stable and with a strong labour force.

See Annex 4—Canadian Market Information

Increasing Exports from Southeast Asia

to Canada

Exports from ASEAN countries to Canada have
increased by 55% over the last 10 years. Canada’s
overall imports only increased 35% in that same
time period.

See Annex 4—Canadian Market Information

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

A Strong Canada-Indonesia Partnership
Indonesia and Canada have a long history of collab-
oration and cooperation. Indonesia’s trade office in
Canada and Canada's trade office in Indonesia are
well-positioned to help Indonesian exporters with
market research, understanding export/import
requirements, and finding buyers.

See Annex 4—Canadian Market Information

Opportunities for Exporting from
Indonesia to Canada

There are a number of great opportunities for
exporting products from Indonesia to Canada. The
TPSA project has identified coffee as one of the
product categories with high potential for export
to Canada.

The Export Process

There are many steps in the export process. Some
of them happen at the same time as other steps. For
example, companies should be conducting market
research throughout the entire export process.
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.............................. . Devel_op an Export P[an

!

Export Plan | : Research the Canadian Market

!

.............................. . Devel_op a Market|ng Strategy

!

Find and Contact Potential Buyers

!

Receive an Inquiry

!

Quote or Pro Forma Invoice |- : Quote a Price
Purchase Order or Contract ~ |--:oooreeerreeeeeeeeenns : Make an Agreement

!

Production and Quality Check

!

Packaging & Labelling

!

.............................. . Exporting & Indonesian Requirements

Export License, Commercial i
Invoice, Certificate of Origin,
Packing List, Required Permits, .............................. . Sh|pp|ng and Insurance
Proof of Tariff Payments, Bill of
Lading or Air Wayhbill ¢

.............................. . |mporting & Canadian Requirements

!

Flnal Payment .............................. . Flnal Payment

!

Warehousing
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The Three Stages of
—Xport Preparation

Normally a successful Indonesian coffee exporter process. Within these three stages, there are ten
goes through three stages of the export preparation  important steps that are highlighted below:

STAGE ONE STAGE TWO STAGE THREE

BUSINESS PREPARATION MARKET DEVELOPMENT MARKET ENTRY

1. Export Potential 4. Market Research . Entering the Market
2. SWOT Analysis 5. Marketing Strategy . Completing the Sale

3. Export Plan . Export Requirements
. Import Requirements

. Transportation and
Logistics

Month 0-3 | | Month 3-6 | | Month 6-12

1YEAR PLAN

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada 7




7
Y

D

&

&%
%

&

g

[ ON

*
L

Stage One—Business
Preparation

STAGE ONE
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BUSINESS PREPARATION

1. Export Potential
2. SWOT Analysis

3. Export Plan

| Month 0-3 |

|

1YEAR PLAN

This stage will first help determine whether a firm  Export Readiness Checklist

is ready to export or not, and what steps might be To test whether an Indonesian firm is ready to

needed to become export-ready. export, answer the following questions and then
check the score:

Next, it will discuss the importance of an Export Plan
and show how to develop one. This is a critical step  General
in the export process, and no company should try 1. Is the Indonesian firm's product already
to export without having developed an Export Plan. available? (Please select A, B or C)
A) Currently in production
B) At the prototype stage

STEP 1—ASSESS EXPORT C) At the idea stage only

READINESS

While there are many opportunities for Indonesian 2. Is the Indonesian firm's product currently being
small and medium-sized enterprises (SMEs) to sold in Indonesia?

export to Canada, these firms must first make sure (Please select A, B or C)

they are ready to export. An export-ready business A) Currently selling, and market share is

is one that has the capacity, resources, and man- growing

agement to deliver a marketable product in Canada B) Currently selling, but market share is low

at a competitive price. C) Currently selling, but in only one city

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada 8




Does the Indonesian firm have surplus
production capacity or available specialists to
meet increased demand for its product?

Yes No

Does the Indonesian firm have the financing
required to adapt its product to suit the target
market and to promote it? (Please select A, B,
orC)

A) Financing is in place

B) Financing is being arranged

C) No financing is available

About the Firm

5.

Is the Indonesian firm's management
committed to sustaining its export effort?

Yes No

Does the Indonesian firm have a good track
record of meeting deadlines?

Yes No

Does the Indonesian firm's management have
experience in export markets?

Yes No

About the Product

8.

Does the Indonesian firm's product have a
distinct competitive advantage (quality, price,
uniqueness, innovation) over its competition?

Yes No

Has the Indonesian firm adapted its packaging,
labelling, and/or promotional materials for the
Canadian market?

No

Yes

10.Does the Indonesian firm have the capacity and

11.

12.

13.

14.

15.

16.

resources to provide after-sales support and
service in Canada?

Yes No

Does the Indonesian firm have a Free on Board
(FOB) or Cost, Insurance and Freight (CIF) price
list for its product?

Yes No

Has the Indonesian firm undertaken any

Canadian market research?

(Please select A, B, or C)

A) Completed primary and secondary market
research, including a visit to Canada

B) Completed some primary and secondary
market research

C) Completed no research

Is the Indonesian firm's promotional material
available in French and/or English? (Business
cards, brochures, and web site)

Yes No

Has the Indonesian firm started marketing their
product in Canada?

Yes No

Has the Indonesian firm engaged the services
of a sales representative, distributor, agent, or
broker?

Yes No

Has the Indonesian firm hired a freight
forwarder or a customs broker?

Yes No

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Interpreting the Score

If the responses were “A” or “Yes" to a combined total
of more than 12 of the questions, congratulations!
The Indonesian firm understands the commitment,
strategies, and resources needed to be a success-
ful exporter. At the very least, the firm has the foun-
dation in place to consider exporting to Canada.

If there were anywhere from 7-11 "A" or "Yes'
responses, the Indonesian firm is not ready to
export. It is on the right track, but there seem
to be areas of weakness in its export strategy. It
may be wise to seek advice and guidance from
the IETC and to consult with one of their trainers.
It is also recommended to read through this Step-
by-Step Guide to get a better idea of what will be
involved if the firm decides to export to Canada.

Lastly, if there were fewer than seven "A" or "Yes"
responses, the Indonesian firm is not ready to
export at all. It will definitely need to do more
research and preparation before it exports to
Canada. It would be wise to seek advice and guid-
ance from the IETC and to consult with one of their
trainers. It is also recommended to read through
this Step-by-Step Guide to get a better idea of
what will be involved if the firm decides to export
to Canada.

STEP 2—CONDUCT A SWOT
ANALYSIS

Indonesian firms that are considering exporting to
Canada must clearly understand their strengths
and weaknesses and identify opportunities and
challenges that could impact their success. An
excellent way to get this information is to conduct a
SWOT analysis.

Strengths are internal elements of a business that
give a firm an advantage over others. For example,
the firm may be unique, or it may have some degree
of export experience, or their workforce may be
highly flexible.

Weaknesses are internal elements of a business
that could put a firm at a disadvantage. For exam-
ple, the Indonesian firm may have no Canadian
market experience, or they may have no web site, or
they may have issues with consistency of products.

Opportunities are external elements that could give
a business an advantage. An example would be ifan
Indonesian firm's product is organic or fair trade, and
there is increasing demand in Canada for organic,
eco-friendly, or responsibly sourced products.

Threats are external elements that could cause
trouble for a business. For example, Indonesian
firms may find it difficult to consider exporting to
Canada if there is a lot of competition in the
Canadian market for a specific product, or if there is
a high cost to participate in a Canadian trade show.

SWOT (STRENGTHS, WEAKNESSES, OPPORTUNITIES, THREATS) EXERCISE

Internal External
Strengths Opportunities
Positive
Weaknesses Threats

Negative

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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A SWOT analysis can be completed by placing
some of the items below in the appropriate section,
or by using the responses to the questions in the
Export Readiness Exercise in Step 1. The Indonesian
firm has to add its own items to the list until its
SWOT analysis is complete.

INTERNAL

Management support
Unique products
Value-added services
Track record
Financial position
Qualified staff
Business plan
Certifications
Expertise

Available time

Market research
Selling skills
Domestic sales
Quality standards
Access to capital
Marketing materials
Web site

Language skills
Foreign contacts
Ability to travel
Relevant technologies
Risk factors

Others

EXTERNAL

Global economy
Growing industry
Competition
Currency valuation
Distance to market
Language

New trends

Others

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

STEP 3—PREPARE AN
EXPORT PLAN

Why Is an Export Plan So Important?

If an Indonesian firm plans its export project to
Canada thoroughly, it will have a much better
chance of success. Not planning can lead to major
failure in Canada, and it could severely damage
the firm's operations in Indonesia, as well.

When an Indonesian firm is considering exporting

to Canada, it will need to make an Export Plan. An

Export Plan is basically a Business Plan with a focus

on selling in the Canadian market. Export Plans are

developed in order to:

» Define the target market: the risks, demo-
graphics, demand, logistics, legal issues, and
commercial issues such as currency;

» Define a purpose for the business activities;

» Identify the company's strengths, weaknesses,
opportunities, and threats;

 |dentify the financial and other resource
demands of exporting;

» Substantiate qualification for obtaining credit or
export financing. For many companies, if there
is no plan, it is next to impossible to get any
export financing.

Before developing an Export Plan, Indonesian cof-
fee exporters will need to make sure their business
plan is up-to-date. For firms that do not have a busi-
ness plan yet, this is definitely the time to create
one. This can help to save time and resources by
strategically planning and prioritizing the pursuit
of the Canadian export market. An Export Plan is a
long-term investment of an exporter's time, effort,
and resources. It will need regular reviews and
updates even after an Indonesian firm has begun
exporting.

The following is a template of an Export Plan
(sometimes called an International Business Plan).
It should be considered as a guideline, and it must
be updated as often as necessary.

11



The Elements of an Export Plan
An Export Plan should contain the following sections:
Executive summary
Introduction

Company overview

Products

Export objectives and goals
Canadian market analysis
Market entry strategies
Regulatory and logistical issues
. Risk factors

10. Implementation plan

11. Financial plan

© ON OO M WN R

1. Executive Summary

The Executive Summary is usually written after the
rest of the plan has been completed and is basically
a 1 to 2-page summary of each element, including
a summary of expectations and resources required
and recommendations for next steps.

2. Introduction

The Introduction provides the background for the
Export Plan. It should include the overall purpose
of the Export Plan, summarize the history and ratio-
nale that relates to introducing the Indonesian firm
to the Canadian market, and provide an overview of
its export objectives and goals.

The Introduction should include:

» Business history (all aspects, including sales,
profits, etc.)

e Vision and mission statement

» Domestic market performance

» Organizational goals and objectives

e Purpose of the Export Plan

» Target market (Canada)

» Canadian market goals

e Short and medium-term objectives for
exporting

» Location and facilities

3. Firm Overview

This provides a clear and concise description of
the Indonesian firm, including its history, vision, and
the value it brings to its customers. This section
should incorporate highlights of the SWOT Analysis
and include the reasons the firm is considering
exporting, as well as an assessment of its readiness
to consider the Canadian market. It should also
include a list and description of its management

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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The Firm Overview should include:

» Ownership of the firm

» Organizational structure

» Value proposition

e SWOT analysis

» Description of management team

» Staffing

» Degree of commitment by senior management

» Relationship between exporting and other
operations

o Experience and expertise in exporting

» Strategic alliances

» Export Team skills and experience

e Labour market issues

In describing the ownership, management team,
and general staffing, the Indonesian firm should
record and track the gender profile of the firm.
For example, is it owned by females, managed by
females, and/or is a large portion of the employees
female (and if yes, then what are the percentages)?
Under labour market issues, commitment to good
labor practices (e.g., no child labour, safe working
conditions, living wage, overtime, holidays, rights of
representation) should be recorded and tracked.

4. Product Analysis

This provides a clear description of the Indonesian
firm's export product, its unique selling points, and
how marketable it might be in Canada. Will the
products need to be modified for the Canadian
market? What are the Indonesian firm's competitive
advantages, and how will it differentiate itself?

The Product Analysis should include:

» Description of products

» Key product features and benefits

» Other features (intellectual property, after-sales,
seasonality, shelf life and other life cycle issues,
etc)

» Adaptation and redesign required for exporting
to Canada

» Production of products (including capacity
issues, etc.)

» Quality assurance or certification requirements

» Product regulations in Canada

12




o Future products (new product research and
development, etc)

» Comparative advantage in production/product
(advantageous selling attributes, etc.)

5. Export Objectives and Goals

This describes what the Indonesian firm expects
to achieve by entering the Canadian export mar-
ket within certain time frames, say within one year
and within five years. The firm should describe the
goals and objectives of exporting as compared to
their overall objectives. They may also wish to track
export growth as a percentage of their overall sales,
or compare it to their domestic sales.

6. Canadian Market Overview

This provides the results of the Indonesian firm's
Canadian market research, including a description
of the Canadian market in terms of size and trends,
key economic, social, political, and cultural charac-
teristics, a profile of the target customer, buying pat-
terns, and factors influencing purchasing decisions.

The Canadian Market Overview should include;

e Market research

» Political and legal environment

e Economic environment

» Size of market

» Key market segments & demographics

» Industry trends and other market factors

» Purchasing process and buying criteria (the dis-
tribution and promotion channels, from direct
customers to end-users)

» Logistics (transportation and
infrastructure issues)

» Description of industry participants/
industry profile

» Market share held by imports

« Tariff and non-tariff barriers (licenses, quotas,
fees, documentation)

» Industry trends and other market factors (e.g.,
cultural, social, business practices)

» Market outlook (buyer analysis and projected
demand for the product)

7. Market Entry Strategies (based mainly on
issues of the Marketing Plan)

This analyzes the competitiveness of the Indonesian
firm's product. It will help to position it effectively
in the Canadian market and to decide pricing and
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marketing strategies. It contains objectives in terms
of market share, revenue, and profit expectations,
and it indicates the position the firm would like to
occupy in the target market and explain how it will
go about achieving that position.
» Identification of key target market segment(s)
in Canada
o Description of key competitors and analysis of
how they are marketing themselves
» Analysis of competitive position
» Product for export market (modifications, adap-
tations, etc.)
— Competitive advantage—Will you compete
on price, design, uniqueness, quality, other?
— Seasonality and life span issues, design,
styles, etc.
— Standards, quality controls, packaging, label-
ling, language issues
— Intellectual property considerations
» Pricing strategy
— Export price/cost
— Current market price
— Market constraints on price points for entry
» Promotion & sales strategy
— Trade events and missions
— In-market (point of sale, in store, etc.)
— Advertising (media, etc.)
— Development of sales leads
+ Terms of sale
» Placement/distribution strategy
— Description of intermediaries and partners
— Strategic alliances (cooperation, joint ven-
tures, licensing, franchising etc)), if applicable
— After-sales servicing (returns, warranties, etc.)
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8. Regulatory and Logistical Issues

As a G7 country, Canada is governed by a strong
regulatory framework, which includes laws that
regulate international business with Canada. In
addition, being part of the North American con-
tinent (but being in many ways different than the
U.S) and having the second largest landmass in the
world, logistics play a very crucial part in Indonesian
exports to Canada. The following are the points that
should be considered in this section:

» Intellectual and property protection

* International legal and regulatory issues

» Other legal and regulatory issues

» Timeline (from production to delivery)
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» Use of trade service providers: intermediaries
such as customs brokers and freight forwarders

* Modes of transportation (including special
needs such as refrigeration, etc.)

o Cargo and related insurance

» Inventory control and warehousing

e Trade documentation (customs, inspections, cer-
tification of origin, safety, health, packaging, etc.)

9. Risk Factors
All Indonesian firms deal with risks in operating a
business locally, and these risks increase when
they decide to venture into exports. As discussed
earlier, the benefits of exporting will outweigh the
costs if and only if the Indonesian firms can identify
and manage the following risks:
» Market risks (foreign and domestic)
— Economic, political, social situation
— Demand in Canada
— Product standards/certification
e Commercial
— Partners, clients, credit
— Payment Issues: contracts, credit
» Dispute resolution
— Currency
+ Internal risks (company stability, staffing, exper-
tise, etc.)
» Political and other risks

10. Implementation Plan

This includes a list of all the key activities that need
to be undertaken to achieve the Indonesian firm's
export objectives. For each activity, the plan should
indicate target dates and who will perform the activ-
ity. It should also include a design to evaluate the
Export Plan at different stages in order to determine
if the Indonesian firm's goals are being achieved,
and what modifications, if any, are needed.

The Implementation Plan should include:

» Key activities and milestones

» Roles of various parties

» Timeline for completing tasks

» Monitoring and evaluating criteria and process
(including the methods to be used to track and
measure the firm's progress in the market)

11. Financial Plan

» Revenues or sources of funding
» Operating budget

» Cost of sales

» Marketing and promotional costs
» Other expenses or expenditures

Reminder; Before the development of an
Export Plan, the Indonesian firm will need a
current and comprehensive Business Plan that
reflects its business operations in Indonesia.
IETC and other resources in Indonesia can
help Indonesian firms in preparing business
plans as well as export plans.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Stage Two—
Development

Market

STAGE TWO

MARKET DEVELOPMENT

4. Market Research
5. Marketing Strategy

| Month 3-6 |

1YEAR PLAN

This Stage contains a review of the kind of mar-
ket research the Indonesian firm will need for
developing its Export Plan and where to find
that information.

Stage Two will then discuss the different elements
of a marketing strategy and how an Indonesian firm
can develop one for the Canadian market.

Annex 4 provides an overview of the Canadian mar-
ket to help begin the market research.

In Stage Two (Market Development) of the Export
Preparation process, there are two main steps:
Market Research and Marketing Strategy. Since
there were three steps in Stage One (Business
Preparation), the steps in Stage Two are discussed
below as Step 4 (Market Research) and Step 5
(Marketing Strategy).

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

STEP 4—CONDUCT MARKET
RESEARCH

Indonesian firms must take the time to examine the
Canadian culture and find out how things are done
in Canada, in order to adapt. Part of this process
includes finding the right partners.

Having a good understanding of the Canadian mar-
ket is essential for Indonesian firms that want to be
successful in exporting their products to Canada.
Market research is the key to understanding the
opportunities in Canada and the possible chal-
lenges that may be encountered. It can confirm
that an opportunity actually exists, give insight into
how a product may need to be changed to meet
Canadian legal and other requirements, or can help
an Indonesian firm discover what's important to
Canadian customers.

Market Research

There are two main types of market research—
secondary and primary.
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Secondary Research

Secondary research is done in Indonesia by using
reference materials and data such as periodicals,
studies, market reports, books, surveys, and statis-
tical analyses. Many of these are available online, as
well as through chambers of commerce, economic
development organizations, industry and trade
associations, and Indonesian firms that are already
doing business in Canada.

Primary Research

After completing the secondary research, mar-
ket information is collected through direct contact
with potential customers or other sources. Primary
research usually demands personal involve-
ment through interviews, consultations, and visits.
Interviews can be done either face-to-face, on the
phone, or using Skype and other electronic means.

TFO Canada's web site (www.tfocanada.ca)
is a great source where Indonesian firms can
access market information for dozens of sec-
tors in Canada, including coffee.

How to get the most useful information
from interviews:

The Indonesian firm must state its objectives at the
outset and present its questions clearly. For exam-
ple, the firm may communicate the following types
of information:

Firm Description—Brief description of the firm, its
history, industries/markets served, professional
affiliations (if any), and its product.

Objectives—DBrief list of one or more objectives for
the firm's planned exports to Canada, based on its
secondary market research.

Product—Clear description of the product the firm
wants to export to Canada.

Questions—Questions based on the firm's second-
ary research (as specific as possible).

Remember:. To ensure a better response, careful
research of the subject is needed.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

Here is an example of how an Indonesian
coffee exporter might structure a phone
interview with the Indonesian Trade Office

in Ottawa, Canada.

Company Description—Our female-owned com-
pany has been a supplier of coffee from Indonesia
since 2008. We have been exporting to the
United States and Malaysia since 2013 and did
$45,000 USD in export sales in 2015. We are cur-
rently certified HACCP, USFDA, and Organic.

Objectives—\e are interested in exporting to
Canada, as our research shows that Canadians are
interested in organic, responsibly sourced products
that also have health benefits. Our goal is to target
Canadian buyers in the beverage industry and to
begin exporting within 12 months.

Product—The products we are interested in export-
ing are whole and roasted coffee beans. Our prod-
ucts are of very high quality, sustainably sourced,
and are suitable for human consumption. An
important selling point is that we have a fair trade
relationship with farm families.

Sample Question—Through our research, we
understand there is a major food trade show held
every year in Canada called SIAL. We have visited
the trade show web site, and it looks like it is a good
fit for our products, so we have decided to send a
representative from our company to participate
next year. We would like to set up meetings with
potential Canadian agri-food buyers. Who can help
us with this?

When conducting market research, Indonesian

firms should remember to:

» Allocate time and resources to the task of
conducting market research, and decide who is
in the best position to do the research—them-
selves? Their staff? Their partners? A reputable
marketing research firm?

» Use a variety of methods, sources of informa-
tion, and types of data in their research. They
should consult existing studies, interview a few
experienced exporters to help identify leads,
and contact the Directorate General of National
Export Development (DGNED), Indonesian
Export Training Center (IETC), Indonesian
Chamber of Commerce and Industry (KADIN), or
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the Indonesia-Canada Chamber of Commerce
(ICCC) to help guide them. Indonesian cof-

fee exporters should consider joining the
Specialty Coffee Association of Indonesia (SCAI;
http:/www.scai.or.id) or the Association of
Indonesian Coffee Exporters (AICE; http:/www.
aeki-jatim.co.nr) to gain valuable information
and assistance.

« Incorporate the results of their primary and
secondary research into their Export Plan. Data
should be analyzed and used to make import-
ant decisions going forward.

Possible Sources of Market Information

o Competitors' web sites

o Potential customer web sites

o Commercial banks

» Internet search engines, discussion boards

e Online and offline commercial databases and
subscription services

» Conference Board of Canada, TFO Canada web
sites, and Market Information Papers (MIPs)

o Trade and business associations

» Indonesian Trade Office in Canada

» Canadian embassy in Indonesia

» Exploratory mission to Canada

» Attending or participating in trade shows

» Other Indonesian firms exporting to Canada

« DGNED, IETC, KADIN, SCAI, AICE, and ICCC
web sites

A list of useful sources for conducting Canadian
market research has been provided in Annex 1.

Canadian Market Checklist
This helps identify what a firm should know about
the Canadian market.

Canadian Political Highlights

O The Canadian government

O Who's who

O Canadian relations with Indonesia,
including agreements

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Canadian Economic Highlights

O The Canadian economy and trends

O General imports and exports

O Imports and exports to and from Indonesia

O Canadian imports for the firm's specific product
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Consumer Trends

O General

O Specific for the sector

O Environment, gender, and social responsibility

Business Information

The currency

The language(s)

Business practices and regulations
Differences in legal framework
\WWork relationships

Office hours and holidays

O0O0o0o0ooan

Partnering Options

O Indonesian companies doing business in
Canada

O Major companies from Canada doing business
in Indonesia

O Options for local partners

Support for Market-entry Strategies
Industry associations

Trade events in Canada

Other networking options

Trade media

Research facilities

Market research sources

O0O0o0o0ooan

Cultural Considerations

O Greetings and forms of address
O Do's and don'ts

O Cultural differences

Travel Tips

O Visa, work permits, or other requirements
Business support services

Travel arrangements

Electrical voltage

Others

O o0Ooan
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Canadian Coffee Market

Canada is one of the top ten leading import markets
for coffee. The landscape of the coffee business
in Canada is unique. Coffee is considered a sta-
ple household good. Coffee consumption remains
central among adult men and women in Canada
(83% of Canadians drink coffee)! An estimated
14.0 billion cups of coffee are consumed in
Canada each year, making it the most popular hot
beverage and the number one foodservice bever-
age in Canada?

Traditional coffee is the most common coffee type,
consumed by over one-half of consumers (55%),
followed by espresso-based coffee (12%), instant
traditional coffee (9%), iced/frozen blended coffee
(6%), and decaffeinated coffee (5%). Most Canadian
coffee drinkers consume coffee at home (78%),
while a smaller but growing number consume out
of home. The drip coffee brewing format is domi-
nant (53% prepared using a drip coffee maker), but
single-cup machines are now in second place (25%
prepared using a single-cup machine). Single-cup
brewer ownership is notably higher in Canada than
in the United States (38% vs. 27%).3

Canadian consumers are increasingly conscious of
the environment and the use of natural resources
as well as the alignment of social justice concerns
with their choices of coffee. There is increasing
demand for information by consumers on origin/
sources, small-hold farmers, fair-trade, organic, and
shade-grown coffee products, as well as interest in
products that have a "back story,” such as coopera-
tives owned by women that invest profits back into
the community. Sustainable coffee fills a market
niche that is rewarded by premium prices and ben-
efits that help producers improve their profitability
and sustainability.

Recent studies suggest that consuming coffee, with
its high antioxidant content, may be a healthy habit
and associated with disease prevention as well as
increased athletic performance for athletes. Earlier
studies warned of negative health impacts of the
beverage. Being aware of the potential healthy and
unhealthy benefits of coffee can give you a com-
petitive advantage as an exporter.

Canada does not have the climate to produce
coffee, but the demand for the product is high.
Canadian-based firms import raw input materials
for processing and resale into both domestic and
export markets (Agriculture and Agri-Food Canada
2010)4 Import intensity is expected to increase
furthers

The total Canadian import market for coffee
(HS 090111) grew from C$347 million in 2005 to
C$714 million in 2014, representing an annual growth
of 8.3%. Canadian import market trends mirror the
global trend in that, as described above, in value
terms imports are yet to reclaim the highs witnessed
back in 2011.

CANADIAN IMPORTS OF COFFEE

(C$ millions)

787

714

347 363 354 388

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

' The Coffee Association of Canada 2013 survey reported that 83% responded as having drank coffee in the past year.

2 IBISWorld (Canada). 2015. Industry database (NAICS concordant), Coffee and Tea Manufacturing in Canada (November 2015);
Agriculture and Agri-Food Canada. 2010. The Canadian Coffee and Tea Production Industry. Accessed February 14, 2016.
Available at: http:/www.agr.gc.ca/eng/industry-markets-and-trade/statistics-and-market-information/by-product-sector/

processed-food-and-beverages/the-canadian-coffee-industry/?id=1172237152079

3 CAC (Coffee Association of Canada). 2016. “2015 Coffee in Canada Fact Sheet.” Accessed January 20, 2017. Available at: http://

www.coffeeassoc.com/media-coffee-facts/

4 Agriculture and Agri-Food Canada. 2010. The Canadian Coffee and Tea Production Industry. Accessed February 14, 2016.
Available at: http:/www.agr.gc.ca/eng/industry-markets-and-trade/statistics-and-market-information/by-product-sector/

processed-food-and-beverages/the-canadian-coffee-industry/?id=1172237152079

5 IBISWorld (Canada). 2015. Industry database (NAICS concordant), Coffee and Tea Manufacturing in Canada (November 2015).
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A more. relevant period to use to estimate. futur.e SHARE OF CANADIAN IMPORTS BY TOP
growth is the last five years, 2009—2014. During this 10 COUNTRIES

timeframe, the value of Canadian coffee imports
grew at nearly 11.4% per year. Assuming this rate  (per cent)
going forward, Canada's coffee import market could
reach CAD $1.2 billion by 2019. 22 Colombia
.
30—
age, by 2.9% per year from 128 million kg in 2005 18 Brazu_
to 166 million kg in 2014. The volume growth in - T
Canadian coffee import, while steady, is lower than Guatemala
that in the global market. 15
14 I
CANADIAN IMPORTS OF COFFEE Peru

In volume terms, the import market grew, on aver-

(millions of kilograms) 6 N
166 Mexico

[___JERRG
B 2014

12
8 124 127 122

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2 .

Source: Statistics Canada -

Canada's coffee import market is dominated by 3 [l

3 players—Colombia, Brazil, and Guatemala— 3 ]
which together account for about 65 per cent of Vietnam
the value of the Canadian import market in 2014. 5 I
Indonesia was the sixth-largest coffee exporter in 3 L

the Canadian import market in 2014, accounting for
4.1% of Canadian coffee imports.

Source: Statistics Canada
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There are noteworthy differences in the Canadian
import market compared to the global market.
Guatemala and Colombia have a far higher share
in the Canadian market than they do in the global
market while Vietham has a much lower share in the
Canadian market than it does in the global market.

Indonesia's market share in the Canadian coffee
import market in 2014 was 4.1%, lower than its 5.1%
share in the global market. Since 2003, Indonesia’s
share in the Canadian market has ranged between
3% and 5%, somewhat lower than its global market
share.

The Canadian coffee market is dominated by two
types of coffee beans—Latin America's Arabica and
the relatively cheaper Asian Robusta. Arabica beans
are the type traditionally best known to Western
consumers, but recent price increases for both types
as well as increased energy costs have been a sig-
nificant factor affecting the profitability and import
trends within the coffee manufacturing industry that
includes roasters and processors.

The Canadian coffee industry is mature. Revenue
growth is similar or slower than the overall economy.
Per capita consumption is stable, but the industry
has benefited from an increase in consumer inter-
est in specialized blends, rather than low-cost cof-
fee products sold in bulk. A 2015 Canadian market
assessment found that the conventional coffee mar-
ket in Canada is saturated, while the differentiated
coffee market (including standard-compliant coffee)
is still growing.® The coffee industry has added sev-
eral specialty and ready-to-drink formats to diver-
sify their product lines. For example, the adoption
of single-cup coffee brewers for at-home coffee
consumption has been an important recent inno-
vation with a large impact on market differentiation.
Single-cup products have dampened demand for
instant coffee, which is a typical use for Robusta
beans. Nevertheless, demand for robusta beans has
increased as coffee roasters and foodservice opera-
tors are developing new blends that combine lower
priced Robusta beans with more expensive Arabica
beans to offset the recent increase in global prices.”

6 http:/www.euromonitor.com/coffee-in-canada/report.

Annex-6 includes other key information about the
Canadian market. This information is also included
in TFO Canada's ‘Access Canada: A Guide on
Exporting to Canada” document that is available to
any Indonesian exporter that is registered in the TFO
Canada website (www.tfocanada.ca). Indonesian
firms should consider this as the first step of their
market research, but they should not rely on this
information alone. After reading through this sec-
tion, Indonesian coffee exporters will need to con-
duct their own market research to get to know
specific trends, contacts and requirements for their
business. The more an Indonesian firm researches,
the more it improves its chances of succeeding in
the Canadian market.

How to Keep a Good Relationship with

a Canadian Buyer

The following require priority attention:

» Rapid turnaround in sample production

« Same-day reply (by email, fax, or tele-
phone) to every communication

» On-time deliveries, with any delays agreed
to in advance with the buyer

» Delivery of product which corresponds
precisely with agreed-to specifications or
samples

» Continuity of supply

» Maintenance of high quality at a competi-
tive price

» Appropriate packaging material for over-
seas shipments

» Adequate handling and storage facilities

+ Knowledge of payment terms

STEP 5—DEVELOP A CANADIAN
MARKETING STRATEGY

Long before an Indonesian coffee exporter fills its first
Canadian order, it willneed an export marketing strat-
egy to plan out how to reach the Canadian market.

The Five "Ps" of Marketing in Canada
Indonesian coffee exporters to Canada must con-
sider the following questions when developing their
Marketing Strategy:

7 IBISWorld (Canada). 2015. Industry database (NAICS concordant), Coffee and Tea Manufacturing in Canada (November 2015)
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e Product: What is the product and how must it
be adapted to the Canadian market?

e Price: What is the pricing strategy to be used?

e Promotion: How is it possible to make Canadian
customers aware of the product?

e Place: How and where is it possible to deliver or
distribute the product?

» People: Are the necessary staff and appropri-
ate partners in place to be successful in the
Canadian market?

The diagram below can be summarized as the five
"Ps" to identify the key factors to be considered in a
marketing strategy: Product, Price, Place, Promotion
and People. All of these considerations should
be included in the Export Plan of the Indonesian
exporting firm.

PRODUCT PLACE
Features/Benefits
» Distribution
» Branding PRODUCT channels
e Quality e Evaluating
» Adaptation distributors
» Packaging » \Wholesale/Retail
TARGET o Logistics
MARKET » Partners (service
PROMOTION sector)
PROMOTION PRICE

o Trade fairs

» Web promotion
» Advertising

» Public relations

PEOPLE

Product

Product Modifications

While a product may work well for the Indonesian
domestic market, it may not be suitable for the
Canadian market without being modified somehow.
An Indonesian company may need to change the
design, packaging, labelling, materials used, man-
ufacturing process, product attributes, or a number
of other things before it can sell to the Canadian
market.

Product modifications may be very minor and
easy to make, but they can also be very costly and
time-consuming. An Indonesian coffee exporter
should be clear on what will be involved to make
their product ready for the Canadian market in
terms of additional cost. For example, they should
consider the cost of investing in new equipment,
time, and human resources, and they should make

» Value to buyer
o Competitive
e Landed price

* Promotions
» Budget

PEOPLE

+ Payment terms

o Clients

» Supply chain

« Management team
 Employees

o Partners

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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sure their company is able to undertake the addi-
tional expense.

Translating labels into French and English is usually
a relatively easy, cheap, and quick modification.

Competition

The market for most consumer products in Canada
is heavily saturated with both local and domestic
suppliers. To compete in the Canadian market, new
Indonesian coffee exporters must clearly define a
unique selling proposition (USP) for their product
and communicate this effectively through their
branding and marketing materials.

Why should a Canadian consumer buy a
product from an Indonesian firm rather than
from its competitors?

e Isit cheaper?

 Is it higher quality?

» Is the design unique?

» Does it have innovative attributes?

Packaging and Labelling

Packaging Requirements

The Competition Bureau's Guide to the Consumer
Packaging and Labelling Act and Regulations (www.
competitionbureau.gc.ca/eic/site/cb-bc.nsf/
eng/01248.html) outlines requirements for packag-
ing of all products sold in Canada. Packages must
be filled, displayed, and designed in a way that does
not mislead consumers about the quality or quan-
tity of the products inside. Certain products must
also be shipped in standardized container sizes,
such as glucose syrup and refined sugar syrup.
Good quality packaging facilitates handling, trans-
portation, and disposal. Before making any large
shipments, Indonesian coffee exporters should
send samples of their packaging to their buyers to
ensure the design, size, and materials conform to
Canadian laws and regulations, and to the buyer's
requirements. It is cheaper and easier to change a
packaging design in Indonesia than in Canada.

The Canadian Food Inspection Agency (CFIA) mon-
itors labelling and packaging under the Consumer
Packaging and Labelling Act (CPLA). Coffee prod-
ucts fall under CPLA, which requires that pre-
packaged foods, eitherimported or made in Canada,

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

must not bear any false or misleading informa-
tion regarding its origin, quality, performance, net
weight, or quantity.

Packaging Trends

Offering an attractive design or innovative packag-
ing is one way to increase the interest of potential
buyers in carrying a product. One of the major trends
in recent years is eco-friendly packaging, which
includes materials that are renewably sourced,
biodegradable, and recyclable. Manufacturers are
also reducing the amount and size of packaging to
reduce the environmental footprint of their products.
The packaging of new or unfamiliar food products
should also include a description of how consumers
can prepare or use the item, as well as recipes and
conversion rates for substitutions. More information
on trends is available through Canadian Packaging
Magazine (www.canadianpackaging.com).

Labelling and Language Requirements

For products sold in Canada, detailed information
must be provided on the retail package regarding
the nature of the product, its contents, product
quantity, composition, and dealer's hame and prin-
cipal place of business. The label must be obvious
and easy to read and be provided in both English
and French. All labels are prohibited from making
false or misleading representations of a product.

To find out what other information Indonesian coffee
exporters need to include for their products, visit
the Competition Bureau's Guide to the Consumer
Packaging and Labelling Act and Regulations (www.
competitionbureau.gc.ca/eic/site/cb-bc.nsf/
eng/01248.html), which outlines Canadian require-
ments for labelling of all products sold in Canada.

When a prepackaged product is wholly manufac-

tured or produced outside of Canada, the label

must show that the product is imported. This infor-
mation can be provided in one of three ways:

1. The name and address of the Canadian dealer,
preceded by the words “imported by/ importé
par” or "imported for/importé pour”; or

2. The statement of geographic origin located
immediately adjacent to the name and address
of a Canadian dealer; or

3. The name and address of the dealer outside
Canada.
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Country of origin marking is not a requirement of
the Consumer Packaging and Labelling Act; how-
ever, the Canada Customs and Revenue Agency
requires a country of origin marking on specific
goods. The Canadian Border Services Agency can
provide Indonesian coffee exporters with additional
information.

Food Labelling
Food products are subject to additional label-
ling requirements in Canada. The Canadian Food
Inspection Agency (CFIA) offers a Food Labelling
Tool for Industry (www.inspection.gc.ca/food/
labelling/food-labelling-for-industry/eng/13
83607266489/1383607344939) and  Labelling
Requirements Checklist (www.inspection.gc.ca/
food/labelling/food-labelling-for-industry/
labelling-requirements-checklist/eng/13932752
52175/1393275314581) to better understand these
requirements. Core Labelling Requirements must be
provided in French and

English and include: A |[Nutrition Facts
Serving Si
COMMON NAME, COUNtTY  |Soninge ber Gontaies about 36
of origin' date markings A e |
. i Amount Per Serving
and storage instructions,  |calories 200 Galories from Fat 150
identity and principal % Daily Value®
L fbusi iradi.  |TetalFati7s 26%
place o u5|ne.s§,'|rra i Saturated Fat 25g e
ated foods, legibility and | Trans Fatog
locations, list of ingredi-  [Chelesterol 0mg 0%
ents and allergens, net |Sodium 120 5%
: 9 f Total Carbohydrate 7g 2%
quantity, and nutrition Dietary Fiber 2g 8%
labelling and sweet- | Sugarsig
Protein 5
eners. CFIA also offers g
guidance on claims and VitaminA 0% * Vitamin C 0%
Calcium 4% * lron 8%
statements (e.g., aller- "Pecant Daly Vakios ars based on 22,00
calona diet,

gens, gluten-free, health
claims, organic), as well as food-specific require-
ments for certain products (e.g., alcohol, chocolate/
cocoa, fats and oils, fish/seafood, fresh produce,
honey, meat/poultry, processed foods). For exam-
ple, all packaged foods must include a Nutrition
Facts Table (www.inspection.gc.ca/food/labelling/
food-labelling-for-industry/nutrition-labelling/
information-within-the-nutrition-facts-table/eng/1
389198568400/13891985972787chap-=1).

When a food product is wholly manufactured out-
side of Canada, the label must show that the prod-
uct is imported. This information can be provided in
one of three ways:

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

1. With the name and address of the Canadian
company with the country of origin of the
product; or

2. With the name and address of the foreign
manufacturer; or

3. With the statement “imported for" or “imported
by" followed by the name and address of the
Canadian company.

In the case of coffee, there is an exception made for
industry labelling requirements regarding a nutrition
facts table. Rules of exemption are made to certain
products outlined in the Food and Drug Regulations.
This is because coffee does not require a list of ingre-
dients and can be packaged as individual servings of
food provided by establishments such as restaurants
and airlines.

For some specific food products, it is also mandatory
to state the country of origin. For more information visit
CFIA's web site: www.inspection.gc.ca/food/labelling/
food-labelling-for-industry/label/country-of-origin/
eng/1334599362133/1334601061354

Standards

Standards for practices, technical requirements, and
product specifications are increasingly important in
global trade. In Canada, importers are legally liable
for defective products. To ensure high and consistent
quality, Indonesian coffee exporters to Canada must
meet relevant Canadian and/or international
standards.

International Coffee Standards
Indonesian coffee exporters can
familiarize themselves with interna-
tional standards and apply for certi-
fication of their products through adherence to the
International Standards Association (ISO) codes

(www.iso.org/iso/home.html).
\)L(--():) (SCC) (www.scc.ca) is the govern-
mental body responsible for devel-
oping and promoting standardization in Canada.
Canada has fouraccredited Standards Development
Organizations that develop standards by stake-
holder committee and can submit new standards
to the SCC to be recognized as National Standards
of Canada.

/ZZERN

ISO

A\~ g

Canadian Standards
The Standards Council of Canada
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http://www.inspection.gc.ca/food/labelling/food-labelling-for-industry/nutrition-labelling/exemptions/eng/1389198015395/1389198098450?chap=2

o Canadian Standards Association
(www.csagroup.org)

e Underwriters Laboratories of Canada
(www.canada.ul.com)

e Canadian General Standards Board
(www.tpsgc-pwgsc.gc.ca/ongc-cgsb/index-

control, and packaging regulations are also subject
to the TBT Agreement for all WTO members.

The World Trade Organization (WTO) Agreement
on the Application of Sanitary and Phytosanitary
Measures (SPS) also established rules and mea-

eng.html)
* Bureau de Normalisation du Québec

(www.bng.qc.ca/en/)

These organizations develop four

standards:

» Performance Standards: Set based on simulat-
ing the performance of a product under actual
service conditions. Commonly used in food
safety, fuel economy, and design of packaging
for transporting hazardous goods.

» Prescriptive Standards: |dentify product char-
acteristics such as material thickness, type, and
dimension. Commonly used for furniture, indus-
trial materials, etc.

» Design Standards: |dentify specific design or
technical characteristics of a product.

e Management Standards: Set out standards for
quality and environmental management sys-
tem processes.

types of

Assessment to monitor and verify compliance with

standards in Canada is achieved at three levels:

1. Certification Organizations (COs): Conduct
on-site audits, take samples, and test products
in order to issue CO marks attesting that they
conform to the standards.

2. Testing Organizations: Perform tests according
to recognized procedures and document their
findings as to whether the product meets the
appropriate standard.

3. Management Systems Registrars: |ssue
certificates to companies meeting ISO
standards.

Maintaining consumer confidence and taking a
sound, science-based approach to addressing reg-
ulatory issues (such as food safety) is important to
ensuring market access to Canadian agriculture
and agri-food products. Internationally, the WTO
Technical Barriers to Trade (TBT) Agreement covers
all technical regulations, voluntary standards, and
compliance procedures. In terms of food products,
labelling requirements, nutrition claims, quality

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

sures to protect against risks associated with pests
and diseases, and to protect health risks from
food additives, toxins, and contaminants in food
and beverages. The Codex Alimentarius for food
safety, established by the United Nations Food
and Agriculture Organization and the World Health
Organization, is recognized as consistent with the
SPS Agreement.

Like other importing countries, Canada maintains
food safety, standards, and technical requirements
for coffee imports. The same requirements apply to
coffee products processed in Canada.

Indonesian coffee exporters should visit the web
sites of Canada's standards development organi-
zations to find out about current Canadian stan-
dards for their products, as well as certification and
accreditation programs.

Place

‘Place” refers to how and where an Indonesian
exporter will deliver or distribute their product.
Different retailers and sales channels target differ-
ent consumers by selling products that meet the
criteria their target consumers care about.

For some Canadian consumers, price is the most
important factor when buying a product. For oth-
ers, quality is the most important consideration.
Canadian consumers care to varying degrees about
design, quality, exclusivity, social and environmen-
tal impact, customer service, and price. Canadian
retailers with higher prices, for example, target
consumers who care about high quality, design,
and exclusivity; in contrast, Canadian retailers with
lower prices sell to consumers who prefer basic
quality and design.

Indonesian coffee exporters should do their
research to determine where Canadian customers
would go to find their products, and then figure out
how to access the right distribution channels to get
their products into these places.
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http://www.codexalimentarius.net/

The concentration of major retail chains is a key
feature of the coffee industry, resulting in a high
degree of competition for shelf space. The biggest
barrier to entry faced by potential new entrants
is the extremely well entrenched position of the
industry's major players, which have invested con-
siderable resources in marketing, developing rela-
tionships with key suppliers, and building consumer
trust. Incumbent firms also enjoy efficiencies due to
economies of scale and scope, and as a result of
investment in technology and equipment spread
over diversified product lines and lower unit costs
of production. According to Agriculture Canada, the
Canadian market is supplied by a large number of
established producers, which means that competi-
tion will continue to be strong.®

Major market segments in the coffee industry in
Canada include grocery stores and supermarkets,
mass merchandisers, club stores, and drug stores.
Grocery wholesalers occupy the largest market
share and make up an estimated 48.7% of industry
revenue. In some cases, large supermarkets with
enough purchasing power can bypass wholesalers
and maintain contracts with manufacturers directly.
This is a growing trend across the industry. Food
service contractors also have a moderate demand
for coffee and make up one of the major buyers
from manufacturers and wholesalers of coffee.

Further downstream, mass merchandisers such as
Walmart often sell coffee and tea products in their
stores. In the past five years, a number of U.S.-based
mass merchandisers have entered the Canadian
market, which has led to increasing demand for
industry product in this market segment. Similarly,
club stores like Costco, which appeal to the budget-
conscious consumer, sell coffee in  bulk
Interestingly, drug stores and pharmacies have
shown increasing demand for coffee, and this seg-
ment helps expands their product portfolio. This
market is expected to grow over the next five years
as consumers increasingly opt to purchase coffee

products while shopping for other goods. Other
important downstream markets include cafes,
restaurants, and other hospitality establishments,
which fall under the wider umbrella of food service
contractors.

It is important to note that a significant portion of
Canada's coffee industry is in the re-export market
segment.® Manufacturers and processors import
coffee beans and then re-export to countries like
the US., Australia, Japan, and the United Arab
Emirates after the beans have been roasted and
ground. In 2015, industry exports are expected to
account for 36% of industry revenue.*°

Indonesian coffee exporters should visit TFO
Canada's web site (www.tfocanada.ca) to access
Market Information Papers for dozens of sectors in
Canada. This can provide useful insight into where
Canadian consumers shop and the common distri-
bution channels for a particular sector.

For more information on Distribution Channels,
refer to “Step 6—Enter the Canadian Market”
(page 34).

Price

Setting Prices in Canada

Strategic pricing is one of the most important fac-
tors in achieving financial success. Part of setting
a realistic export price, and therefore an appropri-
ate profit margin, is to examine production, deliv-
ery and distribution costs, competition, and market
demand. Indonesian coffee exporters should also
understand the variables of the Canadian market
and other export-related expenses, such as cur-
rency exchange rates and fluctuations, market
research and credit checks, and translation.

Simply put, if an Indonesian exporter sets their
price too high, they will not make a profit because
customers will not buy the product. On the other
hand, if they set their price too low, they may attract

8 Agriculture and Agri-Food Canada. 2010. The Canadian Coffee and Tea Production Industry. Accessed February 14, 2016.
Available at:_http:/www.agr.gc.ca/eng/industry-markets-and-trade/statistics-and-market-information/by-product-sector/

processed-food-and-beverages/the-canadian-coffee-industry/?id=1172237152079

9  Coffee (HS 090111) imported to Canada is unroasted and not decaffeinated—i.e., green beans.

0 |BISWorld (Canada). 2015. Industry database (NAICS concordant), Coffee and Tea Manufacturing in Canada (November 2015);
Agriculture and Agri-Food Canada. 2010. The Canadian Coffee and Tea Production Industry. Accessed February 14, 2016.
Available at: http:/www.agr.gc.ca/eng/industry-markets-and-trade/statistics-and-market-information/by-product-sector/

processed-food-and-beverages/the-canadian-coffee-industry/?id=1172237152079
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customers but may not be able to cover their

costs and could lose money.In order to properly

set prices in Canada, Indonesian coffee exporters

should determine:

¢ The cost of making their product

* Who their target consumers in Canada are and
what they will pay for the product

*« How competitors price their products in Canada

Consider this example:

Said has been a coffee bean exporter based in
Medan, Sumatra for 10 years. He works very hard to
please his customers by providing the varieties of
coffee they need. He mainly sells Grade 1 Arabica
to the specialty-coffee market in Europe. He must
ensure that the coffee in the warehouse stays dry
(with a maximum of 12 per cent moisture) and is
free of unwanted objects such as small rocks or tiny
branches.

He recently took advantage of an opportunity to
secure special coffees from small producers' co-
operatives that were looking for a new export part-
ner. With these new volumes of quality coffee to
sell, Said is exploring new market opportunities in
North America, particularly in Canada.

He met some Canadian importers at the Specialty
Coffee Association of America annual trade show
who will be interested. Those importers, such as
Ken Clark in Montreal, will store and finance the
containers of coffee that Said will send via the
shipping company Maersk. Ken rarely buys coffee
graded lower than 82.

Said will typically sell whole green coffee beans to
Ken for $1.97 per pound (454 grams). Said's margin
will be 98.5 cents per pound of coffee.

After receiving the coffee, Ken will transport it and
sell as few as four bags at a time, on demand or
under contract, to small local roasters such as
Vincent Daoust of Café Bourgeois in Montreal
and Frank Marawa of Sesame Coffee Roasters
in Gatineau. Ken will sell to Vincent and Frank for
$2.30 per pound, which includes the shipping cost
of $0.12 per pound.

Vincent and Frank will then roast the coffee, blend
it with coffee of other origins, and sell it under their
own brands such as Krakatoa or Volcano Spurt at
a retail price of $10.00-$13.99 per pound to spe-
cialty retail outlets (including their own stores). The
coffee will also be served in coffee shops co-lo-
cated with their roasting premises. There, they
will serve espresso-based drinks (12-20 grams
of coffee per serving) for $2.75 per cup or brewed
coffee (6-10 grams per serving) for $1.40 per cup.
Vincent and Frank can also choose to sell the coffee
unbranded at a wholesale price of $3.30-%$3.50 per
pound or branded for a wholesale price of $5.00-
$7.00 per pound.

ITEM PRICE/LB.

FOB green coffee $1.97

Shipping cost sorz
Total cost for importer/broker  $200
Importer/broker sells toroaster  $230
Roaster sells to wholesaler  $300-5350
(unbranded)

Roaster sells as own-branded  $500-§700

(e.g. Krakatoa) wholesale

Retail 1: 1 lb. package branded
(e.g., Krakatoa) roasted coffee

Retail 2: brewed cup (10 grams $70.00
or 0.02 lb. sold @ $1.40)
Retail 3: espresso cup (20 grams ~ $68.75

or 0.04 lb. sold @ $2.75)

Buying Influences in Canada

Canadian buyers take a number of factors into
consideration when making a purchasing decision.
Although cost and suggested retail price remain
important, buyers also place a strong emphasis on
profit margins, exclusivity, and the previous sales
success of their suppliers.**

- Retail News Magazine (www.cangift.org/upload/marketpulse2014.pdf) Market Pulse 2014. Example drawn from the giftware

and home decor sector. Other sectors will vary.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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WHAT INFLUENCES RATING

A RETAILER? OUT OF 10
Excellent profit margin 8.6
Exclushityinmyarea g2
Previous sales success g1
avalabilty g1
Cost g0
Desgn 9
suppliersreputation 9
Good suggested retailprice point 78

Consumer Taxes

Taxes of 13% to 15% are applied to nearly all con-
sumer goods sold in Canada, whether produced
domestically or imported. These taxes comprise
the 5% federal Goods and Services Tax (GST) and a
provincial sales tax (PST), which varies by province
(www.cra-arc.gc.ca/tx/bsnss/tpcs/gst-tps/rts-
eng.html). In most provinces, these two taxes are
combined into a Harmonized Sales Tax (HST). The
only products exempt from taxes are basic necessi-
ties, such as food sold in grocery stores and medical
and dental services. GST/HST is calculated on the
Canadian dollar value of the goods, including duty
and excise tax and is collected at the border at the
same time as these taxes. The importer of record is
responsible for paying the tax on imported goods.
More details on GST/HST (www.cra-arc.gc.ca/tx/
bsnss/tpcs/gst-tps/gnrl/) and its application to
imported goods are available from the Canadian
Revenue Agency (www.cra-arc.gc.ca/menu-eng.htmb).

Both Canadian home-processed and imported cof-
fees are subject to the same sales tax rates at the
federal level (5% of goods and services tax—GST)

and at the provincial level which, depending on the
province, ranges from 0% to 10%. Several provinces
have harmonized their provincial sales taxes with

the federal goods and services taxes (called har- '@

L’

monized sales tax (HST), arranging from 13% to 15%.

Coffee Prices in Canada

Import prices for coffee in the Canadian market
have increased from C$2.7 per kg in 2004 to C$4.3
per kg in 2014. (See Chart 7) In 2014, Indonesian cof-
fee was 37 per cent higher priced compared to the
average coffee import price in the Canadian market.
A potential reason for this may be difference in the
type of coffee imported into Canada from Indonesia
compared to the type of coffee Indonesia exports
globally (Neilson 2013).12

Chart 7
CANADIAN COFFEE IMPORT PRICE
(C$ per kg)
6.69 6.59
5.89
3.95 407 4%
359 369 363 7

4.30

388 353
271 278 2.87 306 342

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Price of all coffee
imports to Canada

Price of Indonesian
coffee imports to Canada

Sources: Statistics Canada, Canadian International Merchandise
Trade database.

Contrary to the global market where Indonesian
coffee is consistently one of the lowest priced
among the top exporters, in the Canadian market,
Indonesian coffee is one of the highest priced!3
(See Chart 8)

2 This is likely explained by a high percentage of imports of premium coffee blends from Indonesia to Canada vis-a-vis lower
quality blends such as Robusta. For example, the blends from Sulawesi and Sumatra, which are recognized as having distinctive

flavours, tend to be produced at a high-quality standard.

3 Among the major exporters and growing exporters only Kenyan coffee was higher priced compared to Indonesia.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

"%6

&

3
%-}}

)

A
o

&

&

%)

0

&

27



7
Y

0

D

L)
)
L)

&

Chart 8 market. Indonesian coffee exporters can compare %
CANADIAN COFFEE IMPORT PRICES their pricing with similar products online, in product -
catalogues, and in Canadian stores. They can also ¥ e #
(C$ per kilogram) get advice for a fee from a consultant or agent. é;g%
5.89 [EERESES Refer to section on import terms (page 48) for a better
understanding of what FOB and CIF mean.
4.93 [2Ei0
469 IEEE How an Indonesian company sells its product
in Canada could have a significant impact on its
4.59 INIeEIETe[VE! pricing strategy. Be sure to review Step 6—Enter

the Canadian Market (page 34) to understand how

445 [ each distribution channel may affect price.

4.36 [@ellelglo]F}
The average landed cost of an imported prod-

428 [lohelliEEs uct includes markups, which cover:

PR EL Salvador 1 Import duties
2. Federal/provincial sales taxes
¥y 73l Brazil 3. Brokerage, insurance, and freight fees
_ 4. Advertising, product development, and
271 WNENE .
testing
............................................................................. 5I Transportation
Source: Statistics Canada, Canadian International Merchandiise 6. Overheads

Trade database .
7. Other carrying costs

Price List

Indonesian coffee exporters should not set up a seri-
ous meeting with a Canadian buyer without having
a price list. Usually, prices are quoted in FOB (Free
on Board) or CIF (Cost, Insurance, and Freight) in $C
or $US (more common). Indonesian coffee export-
ers must offer a competitive price for the Canadian

Pricing Checklist

The checklist below can be used to track costs and
determine the price of your product in the Canadian
market. The space on the right is for making notes
about any action items which may be required.

SAMPLE OF AN EXPORT COSTING WORKSHEET

Item Cost (Indonesian Rupiah)

1. Product cost per unit

Advertising/promotional material

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada 28




SAMPLE OF AN EXPORT COSTING WORKSHEET

Total Product Cost

2. Export cost

Forwarding:
* Documentation
e Product insurance

Wharfage charge

Total export cost (f.o.b. port)

Add:

1. air freight

2. marine freight
3. insurance

Total c.i.f. at port of entry

4. Convert to Canadian dollar at current exchange rate (show rate)

Canadian $

Promotion

In this context, promotion refers to any or all of
the communications tools listed below that an
Indonesian exporter may use to convince people to
buy their product.

An Indonesian coffee exporter's level of responsi-
bility for promoting their product depends on their
market entry strategy. If the exporter is working
with a trading house, agent, or distributor, their role

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

could be very minimal in terms of export promotion,
depending on what kind of relationships they have
established. In many cases, an Indonesian exporter
might have no role for advertising and point-of-
purchase promotion in Canada if they are working
with a Canadian partner.

If the importer assumes the full cost of advertising

or point-of-purchase promotion, the Indonesian
exporter will be expected to lower their price. In
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other cases, the exporter and the importer may
enter into a shared cost arrangement for advertis-
ing and promotion.

The following are tools an Indonesian firm can use

for promoting its coffee products in Canada:

» Advertising—Careful selection of the media
that have a wide circulation within the firm's tar-
get audience is very important. The firm could
consider television, radio, print, online advertis-
ing, social media, or word of mouth promotion
(testimonials, samples, etc.).

» Promotional materials—Elements that are
inappropriate, offensive, or meaningless in
the Canadian market need to be removed. A
commercial writer should be engaged to adapt
these materials into the native language and
have it double-checked by a Canadian native.

« Listing and Shelving Fees—At the retail level,
suppliers will often be required to pay listing
fees to get their products on the shelves of
large supermarkets, and shelving fees to secure
the best shelf position/space in the store.

e Media—This typically includes a profile of the
firm, new products, newsworthy activities, social
responsibility initiatives, and any articles pub-
lished about the company.

» Personalvisits—Many cultures value personal
contact as the best means of promotion and
building business relationships.

« Trade shows—Attending or participating in
international trade shows allows the firm to pro-
mote its business, check out the competition,
and do market research. Many trade shows offer
free opportunities for advertising to exhibitors. It
is very important to provide information by the
deadline to get a firm's name and its products
listed in the show guide. Most shows have a
press office where exhibitors can drop off a
press release or firm brochures.

Internet—It is essential to commit time and
money to keeping a firm's web site up-to-date,
useful to customers, user-friendly, and main-
tained in English and other languages.

» Trade publications—Canadian trade publica-
tions, business journals, and magazines (see
Annex 2) often publish an annual buyers' guide
that may include exporter advertisements.
Other—These include brochures, contests,
direct mail, gift cards, coupons, giveaways, and
special events.

Reviewing Marketing Tools for the

Canadian Market

The following is a list of marketing tools that may
be used for the Canadian market. Please note that
not all of them will be appropriate for all businesses.
An Indonesian firm should go through the list of
marketing tools and circle either yes (Y) or no (N)
to determine whether or not the tools are adequate
for marketing in Canada. It should also circle its
response below and indicate the priority of having
this tool (H=High, M=Medium, L=Low).

MARKETING DESIRED

TOOL IMPRESSION ARE YOURS...? YES NO PRIORITY

Business Quality and  distinctive and high quality Y N HML

Cards excellence « informative Y N HML
» in appropriate language(s) Y N HML
o complete with area codes, country, Y N HML

email, and web site

Web Site Leading edge » professional looking and informative Y N HML
» updated regularly Y N HML
* with an email response option Y N HML
» with an online purchase option if Y N HML

appropriate

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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MARKETING DESIRED
TOOL IMPRESSION ARE YOURS...? YES NO PRIORITY
Customer Company is highly e are yours representative Y N HML
Testimonials recommended e areyours from top executives
e areyours included in brochure
Brochures World class » highlighting your uniqueness and Y N HML
relevance to the target market
» highlighting socially responsible Y N HML
aspects if these are a selling point
» informative and in appropriate Y N HML
language(s)
» professionally printed and graphically Y N HML
pleasing
Media Pieces Company is a e quoted in brochure Y N HML
recognized leader « reproduced on letterhead Y N HML
» displayed in the office, mailed out, Y N HML
and on the web site
Videos Informative » professionally produced Y N HML
» describing features and benefits for Y N HML
your client
Exhibits Inviting and » professionally designed Y N HML
informative « designed to capture attention Y N HML
e easily conveying the main message Y N HML
e encouraging visitors to stop and Y N HML

obtain more information

Advertising Laws

The Competition Bureau (www.canadabusiness.
ca/eng/page/2732/) regulates advertising and
marketing in Canada to protect the interests of
Canadian consumers and to enable them to make
informed decisions about their purchases. Canadian
law prohibits false or misleading (www.competi
tionbureau.gc.ca/eic/site/cb-bc.nsf/eng/02776.
html) representation that deceives consumers
about a product's performance, warranties and
guarantees, selling price, or testimonials. The adver-
tising industry also promotes consumer trust and
self-regulation through adherence to the Canadian
Code of Advertising Standards (www.adstandards.
com/en/Standards/theCode.aspx).

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

People

‘People” refers to whether an Indonesian exporting
company has the necessary staff and appropriate
partners to be successful in the Canadian market.

The representative who is in contact with the
buyer needs to speak and write clear and
accurate English or French, depending on the
buyer's preference.

Staff: Indonesian companies should make sure their
staff have the skills and knowledge necessary to
export their products. The make-up of staff will help
determine the exporter's mode of entry into the
Canadian market. Do staff have the skills necessary
to export directly to a Canadian importer or retailer,
or will they need to consider exporting indirectly?
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Refer to Step 6—Enter the Canadian Market (page 34) Partners: Once an Indonesian coffee exporter \@
for more information. has decided on what kind of intermediary to work -
T

with, they will need to evaluate potential partners.

CA
(X

The "Checklist for evaluating a prospective inter- «='@'e
Once a firm has decided on an intermediary, it mediary” in Step 6—Enter the Canadian Market é’e’%
should talk to several companies and make sure (page 34) has been provided to help Indonesian
they're reputable before entering into any kind coffee exporters to select the right Canadian partner.

of contract. The firm can also protect itself by
entering into a limited-term trial agreement.
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The Five Ps of Marketing

Please go through the following checklist for the
five Ps of marketing to build up your Canadian mar-
keting strategy. Make sure your document is all in

your Export Plan.
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QUESTIONS FOR THE EXPORT PLAN

Product

OO0o0o0o0ooao

What does the customer want from the product?

What features does the product have to meet these needs?

How does it need to be adapted for Canadian markets?

How is it branded?

How is it differentiated from competitors' products?

Will there be special packaging and labeling requirements for Canadian markets?
Does it meet Canadian and international standards?

Do we need to consider other languages and units of measure?

Where do buyers look for your product?

If they look in a store, what kind?

How can you access the right distribution channels?

Do you need to use a sales team?

What do your competitors do, and how can you learn from that and/or differentiate
from them?

How can you find the right partner?

What is the value of the product to the buyer?

Are there established price points for products in this area?

How will your price compare with your competitors?

How will you calculate the landed price, which will include transportation costs?
What kind of payment terms should be negotiated?

Promotion

Where and when can you get across your marketing messages to your target market?
What trade fairs should be considered?

Do you have a sufficient budget for promotion?

Will you reach your audience by advertising, use of media, or the Internet?

When is the best time to promote?

How do your competitors do their promotions? And how does that influence your
choice of promotional activity?

What skills do the employees need?

Is senior management supportive?

Does your team understand how to deal with different cultures?

Have you selected the right partners, agents, and distributors?

Does the entire team share the same values and have a focus on customer service?
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STAGE THREE

MARKET ENTRY

. Entering the Market
. Completing the Sale

. Export Requirements
. Import Requirements

. Transportation and
Logistics

| Month 6-12 |

1YEAR PLAN

This section first describes the different ways to stage two (Market Development) was step 5, the five
export to Canada in order to help a coffee exporter  steps of stage three are numbered from 6 to 10.
determine the best distribution channel. It also

describes the different ways an Indonesian firm

can find Canadian buyers and highlights some key STEP 6—=ENTER THE CANADIAN
expectations from these buyers. MARKET

The section then reviews the sales process and the
various steps involved. It also discusses export and
import requirements and related documentation
and regulation considerations.

Snapshot for success: Indonesian coffee
exporters have one chance to make a good
first impression. They have to use this chance
to show what they are selling. Indonesian cof-
fee exporters should develop a web site and
have an email address that will allow them to
easily provide information. If they do not show
in such an immediate and concrete fashion
what they are ready to export, the buyer may
lose interest.

Finally, the section describes transportation and
logistical issues related to getting products to
Canada.

Stage three (Market Entry) includes five steps:
(1) Entering the Market, (2) Completing the Sale,
(3) Export Requirements, (4) Import Requirements, and At this stage, exporters must find the best methods
(5) Transportation and Logistics. Since the last step in - of delivering and distributing their goods. This is

referred to as developing a market entry strategy.
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There are four main ways for Indonesian products to

enter into the Canadian market:

» Direct exports: Producer exports directly to a
buyer in Canada

» Indirect exports: Producer sells to an intermedi-
ary in Indonesia who handles the export transaction

» Incorporating the business in Canada

o Setting up a subsidiary in Canada

New Indonesian coffee exporters to Canada will
most likely begin exporting either directly or indi-
rectly. This guide will focus on those two modes
of entry. For more information on incorporating a
business in Canada, please visit Innovation, Science
and Economic Development Canada: Corporations
Canada (www.corporationscanada.ic.gc.ca).

Exporting to Canada Directly or Indirectly
Indonesian coffee exporters to Canada must decide
whether to export directly to an importer, distribu-
tor, or retailer in Canada, or indirectly through an
intermediary such as a distributor, agent, or trading
house located in Indonesia.

For many new Indonesian exporters, an inter-
mediary offers the best way to enter into
Canada. For some products, it is the only way
to sell in Canada. The right intermediary can
save your company an enormous amount of
time and money.

In general, Indonesian coffee exporters who are
new to the Canadian market will probably want to
form a partnership with an intermediary at home or
in Canada rather than export directly to a Canadian
retailer. These intermediaries are familiar with the
Canadian market and for a fee will work with the
Indonesian coffee exporter to represent and sell
their products to buyers in Canada.

EXPORTER

AGENTS & BROKERS
Representatives

IMPORTERS & DISTRIBUTORS
Wholesalers Regional Depot

TRADING HOUSES

SECONDARY DISTRIBUTOR/VENDOR

MASS
MERCHANDISERS
(Costco, Walmart)

CHAIN STORES

DOMESTIC
MANUFACTURES
INDEPENDENT & .
(inputs)
SPECIALTY STORES

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Margins Along the Distribution Chain

In general, importers’ margins average 10% of the
wholesale price, wholesalers' margins average 30%,
and retailers’ margins average 30-40%. Broker com-
missions typically range from 3-10%. The mark-ups
will depend significantly on the sector. Increasing
price competition is a theme across all sectors
in the Canadian market. Market consolidation is
squeezing profit margins, with larger retailers look-
ing to bypass wholesalers by offering lower prices
than even they do.

Indonesian coffee exporters should do their
research to find out what distribution channel
works best for their products. For example, an
Indonesian coffee producer might consider talking

to the Association of Indonesia Coffee Exporters
(AICE), as well as the Coffee Association of
Canada (www.coffeeassoc.com/about/member
ship/). Resources like trade associations, such as
the Indonesian Trade Attaché in Canada, should be
used to help with this research.

Selling directly to the Canadian buyer isn't always
the best approach

As an exporter, it can be tempting to skip the mid-
dleman in Indonesia and sell directly to a buyer in
Canada. Sometimes, having fewer people involved
in getting a product to Canadian consumers can
increase an Indonesian coffee exporter's profit mar-
gin. However, that's not always the case.

If an Indonesian firm:

» has never exported

e can't produce much volume

e doesn't know much about Canada

» doesn't have staff who can speak English or French

It may have more
success partnering
with an Indonesian
intermediary.

Y

If an Indonesian firm:
» has experience exporting

researching Canada

» has the ability to increase production significantly
» has knowledge about Canada or has staff who can spend time

» has staff who can read, write, and speak English or French

It may consider
partnering with
a Canadian
intermediary.

Y

Here are a few factors an Indonesian firm should

consider when developing a market entry strat-

egy to Canada:

* What does the firm know about the Canadian
market?

» How will the firm make key contacts?

» How is its product usually distributed in
Canada?

e Does the firm understand the Canadian culture
and language (French/English)?

e Will the firm need to make investments, and
can they afford it? (equipment, additional staff,
etc)

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

Intermediaries

Importers and Distributors”

A Canadian importer or distributor is a person or
company that purchases the Indonesian export-
er's product at a wholesale price to resell it in the
Canadian distribution chain. Most products are
exported to Canada through an importer who either
sells directly to a retailer or through a broker. They
take care of marketing and sales to new custom-
ers, as well as shipping and export if required. The
advantage of using a distributor is that they often
provide buyer financing and look after warranty and
service needs. They also usually provide after-sales
services in Canada, such as feedback on price, mar-
ket requirements, and labelling changes.
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customer service, prepare export documentation,

EXAMPLE OF MAJOR CANADIAN IMPORTERS . . .
ship products, develop promotional materials, and

14 g B .

IN 2017 supply information on local business practices, * e ¥
# of laws, and cultural traditions. 3’6%
Canadian é’eﬁ

Product Importers Location

------------------------------------------------------------------------------ : Most foods and specialty items enter Canada

Coffee—not 15 Located in 3 by way of an agent or broker who sells

roasted, not provinces in directly to retailers.

decaffeinated Canada

(HS 090111) .
Find Contacts

Source: Canadian Importers Database 2017 Visit Agent and Broker Directory: Central
------------------------------------------------------------------------------ : Canada (www.greatertoronto.org/
wp-content/uploads/2014/04/Canada-
FINDING CONTACTS Agent-and-Broker-Directory.pdf) to find a list
of food brokers in Ontario and Quebec.

The Canadian Importer Database (www.ic.gc.
ca/eic/site/cid-dic.nsf/eng/home) contains

a list of Canadian importers by product. Trading Houses”

Trading houses are intermediaries in Indonesia
Canadian Company Capabilities (www.ic.gc. that market an Indonesian coffee exporter's goods
ca/eic/site/ccc-rec.nsf/eng/00040.html) in Canada. Some trading houses buy products
provides a list of Canadian wholesalers by directly from companies in Indonesia, while others
product. act as an "agent,” selling to Canada on commission.

A full-service trading house handles many aspects
of the exporting process, such as market research,
Agents and Brokers (Representatives)” transportation, appointing distributors or agents,

An agent secures orders from Canadian custom-  exhibiting at trade fairs, and preparing advertising
ers in exchange for a commission. They may be and documentation.

authorized to enter into contractual sales agree-

ments with Canadian customers on the Indonesian

coffee exporter's behalf. For the exporter, this is If an Indonesian firm prefers not to sell
usually less costly than setting up their own direct directly to Canadian customers or worry
sales operation. This arrangement also gives the about finding a Canadian intermediary, they
exporter control over the price of their product and, may consider using an Indonesian trading
ultimately, their profit margin. Normally, an agent is house that specializes in their specific indus-
paid a commission only when they sell the product. try or sells to Canada directly.

A broker (sometimes called a ‘representative’) . . .
offers the same service but usually works within a  Note: The services offered by each intermediary

specific geographic area and within specific prod- depends on the negotiated contract and incoterms
uct categories. Good agents or brokers can help used for shipment. Indonesian coffee exporters are
an Indonesian coffee exporter identify their target advised to consult an experienced trade lawyer for

market in Canada, represent them at trade shows, guidance.
be the main point of contact for orders, manage

4 The ‘Major Importers’ listed comprise those which collectively account for up to 80% of all imports (in terms of $ value). This list
does not include individuals or importers whose importer numbers are unavailable.
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To evaluate a prospective intermediary in detail, use the checklist below.
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CHECKLIST FOR EVALUATING A PROSPECTIVE INTERMEDIARY
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Size of sales force
Make sure they have appropriate
human resources

Sales of record
Make sure they are secure, stable,
and reputable

Territorial analysis
Make sure they cover the regions in
Canada that you are interested in

Product mix
Make sure they can represent your
product appropriately

Facilities and equipment
Make sure they have appropriate
facilities and after-sales services

Marketing policies

Make sure they are knowledgeable
about your product and motivated
to sell

Customer profile
Make sure they are knowledgeable
about your sector

Suppliers represented
Make sure you will receive a good
level of attention

Promotion

Make sure they can help you with
most or all of your market research
and promotion needs
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How many field sales personnel does the agent or distributor
have?
What are their short and long-range expansion plans, if any?

Has its sales growth been consistent over the past five years? If
not, why not?

What are their sales objectives for the next year? How were
they determined?

What territory do they now cover in Canada? Is it consistent
with the coverage you are looking for?

Do they have any branch offices in the Canadian region you
wish to cover?

How many product lines do they represent?
Are they compatible with yours?

Do they represent any other Indonesian firms?
Would there be any conflict of interest?

Do they have adequate warehouse facilities?

What is their method of stock control?

If servicing is required, are they equipped and qualified to

do so?

If necessary, would they be willing to inventory repair parts and
replacement items?

How are their sales staff compensated?
How do they monitor sales performance?
How do they train their sales staff?

What types of customers are they currently in contact with?
Are their interests compatible with your lines?
Who are their key accounts?

How many principals do they currently represent?
What percentage of their total business would you represent?
How does this percentage compare with other suppliers?

Can they help you research market information?

What types of media do they use, if any, to promote sales?
Would you be expected to share promotional costs?

If necessary, can they translate your advertising copy?

Do they have their own web site?

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Retailers

Multinational and large national retailers in Canada
purchase directly from Indonesian coffee exporters
in some sectors, while agents/brokers are com-
monly used in other sectors. Various buying groups
(such as United Grocers Inc. and Distribution
Canada Inc. for agri-food) allow both large and
small retailers to buy together as groups.

Canada's retail environment is highly competitive
and includes many players. The following section
provides an overview of some of the largest retail-
ers operating in Canada.

Grocery

Canada's multi-billion dollar grocery sector is con-
solidating, with the top three retailers operating
under numerous banners to target different market
segments.

SUPERMARKETS & GROCERY STORES

$80 Billion Market (2014)

O 30% Loblaws
O 25% Sobeys

O 7% Metro
O 7% Independent
O 32% Other

Source: IBISWorld Industry Report 44511CA, February 2015

Loblaws

Banners: Loblaws, No Frills, Extra Foods, Loblaws
City Market, Real Canadian Superstores, Bloor
Street Market, Fortinos, Independent, Valu-Mart,
Zehrs, Maxi/Maxi Cie, Provigo, Save Easy, Atlantic
Superstores, Dominion, Shoppers Drug Mart, T&T
Supermarket

Metro
Banners: Metro, Metro Plus, Super C, Food Basics,
Adonis

Sobeys
Banners: Sobeys, Freshco, IGA, Lawtons Drugs,
Foodland, Price Chopper, Thrifty Foods, Canada
Safeway

Independents

The Canadian Federation of Independent Grocers
(www.owfg.com) represents over 4,000 indepen-
dent grocery retailers across Canada. Independent
grocers account for 7% of market share, or roughly
the same as Metro.*® One of the largest indepen-
dent grocers is Overwaitea Food Group in Western
Canada, operating the banners Save-On-Foods,
Urban Fare, Cooper's Foods, PriceSmart Foods,
and Bulkley Valley Wholesale. Other top specialty
grocers include Longo Brothers Fruit Markets
(Toronto), Pete's Fine Foods (Nova Scotia), Fresh
St. Market (Vancouver), and Farm Boy (Western/
Central Ontario).

Ethnic Grocery Retailers

T&T (www.tnt-supermarket.com) is Canada's larg-
est Asian supermarket chain, owned by Loblaws,
with over 22 stores in Ontario, British Columbia,
and Alberta.

Adonis (www.groupeadonis.ca) is a Mediterranean
and Middle Eastern retailer, 55% owned by Metro
(the largest Quebec-based grocery chain), with
seven stores in and around Montréal and one store
in Mississauga, Ontario.

Oceans (www.oceansfood.ca) is a price-focused
ethnic retailer with three stores in Mississauga.

Sunny (www.sunnysupermarket.com) is an Asian
retailer that also offers halal products, with four
stores in Ontario.

Import Concentration and Major Canadian
Importers

Coffee imports into Canada are highly concen-
trated in terms of the number of importers. The
top 12 importers, listed alphabetically in Table 1,
accounted for 79% of total imports in 2014. Several
importers are non-residents with addresses outside

%5 Thomas A. Barlow, “Why Canada Needs a Code," Grocery Business, 5, no. 2 (March/April 2015).
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of Canada. The top 9 major importers accounted for
78% of total coffee imports from Indonesia in 2014.

MAJOR CANADIAN IMPORTERS, 2014

Company Name Province/
(alphabetical order) City State
American Coffee Jersey City New Jersey
Corporation

Atlantic Cocoa Co. New York New York
COEX Coffee Miami Florida
International, Inc.

Coffee America New York New York
(U.S) Corporation

Eland Inc. Mississauga  Ontario
Ken Gabbay Coffee  Montreal Quebec
Ltd.

N. J. Douek & Sons Montréal Quebec
Olam Americas, Inc.  White Plains  New York
RGC Coffee Inc. \Westmount Quebec
Swiss Water Burnaby British
Decaffeinated Columbia
Coffee Inc.

VOLCAFE USA, Somerset New Jersey
LL.C.

Walker Coffee Houston Texas

Trading, LPLP

Source: Canadian Importers Database.

How to Find Canadian Buyers

Finding a Canadian buyer requires a serious com-
mitment of time, effort, and cost, and is often one
of the most challenging steps for Indonesian coffee
exporters. Finding a good agent or representative
for the Canadian market is crucial, and Indonesian
coffee exporters should note that different agents
may be required to cover separate regional areas
of Canada.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

WHERE DO BUYERS SOURCE
NEW PRODUCTS?

98%
93%
90%
90%
85%

Source: Retail News Magazine, Market Pulse 2014 www.cangift.org

SOURCING FROM TRADE SHOWS

98%
K}Vl International
26%

Note: Examples drawn from the giftware and home decor sector.
Other sectors will vary.

1. Attending a North American Trade Show

North American (Canadian and US) trade shows
are one of the best places to meet buyers and
conduct market research. An Indonesian coffee
exporter can attend as a visitor or purchase a booth
to exhibit their products. Trade shows are the main
sourcing method for most retailers. The Global
Specialty Coffee Show arranged by the Specialty
Coffee Association of America (SCAA; http:/scaa.
org/) and the Canadian Tea & Coffee Show (http.//
coffeeteashow.ca/) are the two main trade shows
that Canadian buyers visit to look for sourcing
opportunities. Indonesian coffee exporters should
check with their agent, buyer, or the Indonesian
embassy in Canada to fully assess the documen-
tation requirements, costs, and benefits of par-
ticipating in a specific trade show in Canada. If an
Indonesian coffee exporter cannot attend a trade
show in Canada, they should visit the show's web
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site or contact the organizers for a list of exhibitors,
many of whom will be importers.

Consult TFO Canada's online events calendar
(www.tfocanada.ca/events.php) for a list

of trade shows in Canada, Indonesia, and
internationally.

2. Attending a Trade Show in Southeast Asia
It is a good idea to participate in relevant trade
shows in Indonesia (e.g., Bali coffee expo) or else-
where in Southeast Asia (e.g. IFEX Philippines;
CAFEX Shanghai; CAFE Asia Expo Singapore Café
Show Vietnam) if possible, since buyers frequently
attend these. These trade shows can also be an
invaluable source of market intelligence.

TRADE SHOW ETIQUETTE

When visiting a Canadian exhibitor's booth for

the first time, an Indonesian firm should not

try to sell their product to them. Remember,

the Canadian exhibitor is at the trade show

trying to sell their products, too. Instead,

here's what the Indonesian firm should do:

e Introduce themselves

» Leave a business card and a brochure with
product information

» Ask if the Canadian exhibitor can call them
to arrange a meeting to discuss their prod-
ucts in more detail.

On the other hand, it is completely appropri-

ate for an Indonesian exporter to try to sell

product to potential Canadian buyers who

visit the exporter's booth.

3. Consulting with Indonesian Trade
Representatives in Canada

Trade representatives at the Indonesian Embassy
in Ottawa and the Indonesian Export Promotion
Office (IEPO) in Vancouver can help identify poten-
tial Canadian importers or direct Indonesian cof-
fee exporters to an independent researcher who
can (for a fee) provide a detailed list of potential
Canadian buyers.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

4. Consulting with the Canadian Embassy
and other Entities in Indonesia

The Canadian Embassy, as well as the Directorate
General of National Export Development (DGNED)
of the Ministry of Trade of Indonesia, the Canada-
Indonesia Chamber of Commerce, and the TPSA
project team of The Conference Board of Canada in
Jakarta may have advance notification of Canadian
buyer visits and can help arrange business meet-
ings. Indonesian coffee exporters should let them
know that they would like to meet with any visiting
buyers of their product line and, if possible, contact
the buyer directly to arrange a meeting.

5. Obtaining a List of Potential Buyers
Indonesian coffee exporters should obtain a list
of Canadian buyers who have already traded with
Indonesia and identify any that might be a good
match for their products. Indonesian coffee export-
ers can search for potential buyers in Canada
through the Canadian Importer Database (www.
ic.gc.ca/eic/site/cid-dic.nsf/eng/home). which
allows them to search by product or by country of
import. Indonesian coffee exporters can also search
for wholesalers/distributors through the Canadian
Company Capabilities registry (www.ic.gc.ca/eic/
site/ccc-rec.nsf/eng/00040.html). Indonesian cof-
fee exporters should contact the industry associa-
tion for their sector in Canada (see Annex 3) and look
for a membership list on its web site for possible
leads. Lists of Canadian buyers who have already
traded with Indonesia may be available from a local
Chamber of Commerce, the Indonesia-Canada
Chamber of Commerce, or from the Directorate
General for National Export Development (DGNED).
Directories such as the Retail Chains Directory
(www.mondayreport.ca/mondayreport/drcc.cfm)
can also be purchased.

6. Enhancing Online Presence

Web site: A professional web site that provides
basic company information, product details, and
email contacts is essential. In most cases, the web
site is a company's first impression to buyers and
has a substantial impact on whether they will want
to do business with an exporter. Indonesian coffee
exporters should make sure at least part of their
web site is in English or French. If style, design, or
the look of the product is important, high quality
photos for the product line should be used.
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If a firm/company is serious about exporting
to Canada, at the very least it should have an
email address and a web site that is up-to-
date and properly translated into English
and/or French.

Other suitability issues to consider are branding,
currency denomination, and payment methods.
Branding that reflects Canadian customs, laws, and
traditions, as well as language, will make a poten-
tial buyer feel more at home. Using Canadian or US
currency for pricing, shipping, and tax calculations
will do the same and will allow customers to com-
pare prices more easily.

Search Engine Optimization (SEO)

Just as exporters use Google to try to find buyers
on the Internet, Canadian buyers use Google to find
exporters. SEO is a way for companies to make their
web site more visible to others who are doing online
searches. Indonesian coffee exporters who are hir-
ing someone to update their web site should look
for someone who is familiar with SEO. Indonesian
coffee exporters who already have a web site can
hire an SEO consultant to help make their web site
more visible.

Social Media: Indonesian coffee exporters should
also consider establishing a presence on Linkedln
(www.linkedin.com), a business networking site
heavily used by Canadian business profession-
als. LinkedIn allows Indonesian coffee exporters
to establish their company's reputation by listing
previous sales experience and by requesting rec-
ommendations from their business partners in
Canada and abroad. These recommendations are
posted directly to their profile page. Many smaller
companies also use other social media, such as
Facebook (www.facebook.com) to enhance their
online presence.

7. Electronic Marketplaces (E-Markets)

An e-market is essentially a web site where com-
panies can buy and sell products. Think of it as an
online trade show, where:

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

» sellers can display their products, search for
new leads, and get market information about
their competitors

» buyers can search for products or suppliers,
and

e companies can establish new
business relationships

FINDING AN E-MARKET

eMarket Services (www.emarketservices.
com) lists over 800 e-markets across 40 dif-
ferent industries.

Or, a firm can review their checklist (www.
emarketservices.com/start/Knowledge/
index.ntml) to find the right e-market for its
product.

Checking E-leads

The precautions Indonesian coffee exporters take

in traditional exporting also apply to the world of

e-business. Some guidelines for Indonesian coffee
exporters are:

+ Indonesian firms must be sure to know who
they're dealing with. They have to always verify
addresses, and if they can't identify a potential
customer or the country in which an order origi-
nates, they should not proceed with the deal.

» Other characteristics of the potential custom-
er's country are also important. How good is its
communications infrastructure? How stable are
its financial systems? What level of political risk
does it represent?

» Market research is a key component of evaluat-
ing e-leads. The principles of market research
are the same for e-business exporting as they
are for traditional exporting

Major Trade Shows

Visit TFO Canada's online Events Calendar (www.
tfocanada.ca/events.php) for a more complete
list of upcoming Canadian and international trade
shows. Below is a summary of the largest trade
shows in Canada:
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Coffee i
JSPECIALTY COFFEE

SIALL EXPO

L'INSPIRATION ALIMENTAIRE 9

Canada

Salon International de lAlimentation Global Specialty Coffee Expo
www.sialcanada.com http://coffeeexpo.org/
Processed food and beverages

THE CANADIAN

COFFEE

SHOW.

Canadian Coffee and Team Show
www.coffeeteashow.ca
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Participating in a Trade Show step when participating in a trade show. \@
Trade shows are one of the most popular ways The following checklist is helpful to make sure -
@ =

of promoting sales in Canada. There are specific that a firm/company is prepared for an upcoming
tasks that need to be considered for each trade show.
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Step 1: Before the Trade Show
Whether setting up its own booth as an exhibitor or just attending the trade show, the firm has to
make sure that they plan ahead to make their visit successful.

O Set the objective for attending (increased sales, obtaining new customers, or understanding the
competition).

O Prepare the budget (airfare, hotel, promotional materials, etc.).

O Prepare promotional materials (business cards, brochures, etc.). Make sure the photography for
posters or brochures is of high quality.

O Make sure the web site is up-to-date and that there is a working email address.

O Design the booth to reflect the firm/company’s brand. The firm should use their logo, colours, and
images to tell the story of their products.

O Prepare for travel (arrange travel documents, prepare for culture, language, etc.).

O Research the target customers and email them to set up appointments.

Step 2: During the Trade Show
When a firm is at the trade show, their representatives should walk around and meet people. A firm
must research its competition and build relationships with potential partners or customers.

O Obtain list of delegates, if available.

O Review the representative’s role in the booth, product knowledge, what to say/what not to say, and
how to interact with customers and be friendly.

Make sure there is a lot of space for potential buyers in your booth. Do not overcrowd the booth or
block the entrance.

Walk around the show and research competition.

Walk around the show and meet potential partners or buyers.

Prepare giveaways at the booth (to collect business cards).

Arrange publicity, interviews, and a press conference if appropriate.

If the firm is selling their products at their booth, they need to make sure to have enough products
with them to sell. Each product should be labelled with their logo and price. They should have a
table near the entrance of their booth to process customer payments.

Step 3: After the Trade Show
Now is the time for the firms to make sure potential customers remember them. Although the trade
show is done, there is a lot of follow-up work needed to keep building their relationships.

O Follow-up with all key contacts and customers immediately after the show (either by email or by
phone). Confirm orders and issue invoices.

Follow-up with any potential customers within two weeks of the show.

Review budget, calculate expenses, and pay bills.

Set timeline target to close deals with potential customers.

Continue networking with customers and potential customers.

Analyze the success of the trade fair in terms of new sales lead and new contacts.

Identify key lessons learned to improve for the next show.
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IMPORTANT INFORMATION FOR EXHIBITORS!

Indonesian companies planning on exhibiting
at a Canadian trade show will need to make
sure their products are allowed entry into
Canada. Companies should contact the trade
show organizers well in advance of the event
to help determine whether their products
meet Canadian standards and regulations.

Food and plant products, for example, are
subject to strict import controls in Canada.
However, there are some exemptions for small
amounts of product intended only for sampling
or other free distribution during a trade show.
For more information, visit: www.inspection.
gc.ca/food/imports/commercial-importers/
trade-shows-and-exhibitions/
eng/1376454237591/1376454238341

Each trade show also has its own rules and
guidelines that exhibitors should be aware of,
including regarding design and set-up of the
booth, health and safety, and freight shipments.
To see an example of specific trade show
guidelines, please review the following online
exhibitor's kit provided by Mode Accessories:
www.mode-accessories.com/sites/mode/
files/pdf/Jan_2016_Exh_Manual.pdf

What Canadian Buyers are Looking for in

a Supplier

Canadian buyers look for a number of things when

choosing a supplier. The most important things they

look for are:

» Good value and competitive pricing

» Reliability of product quality, continuous supply,
and delivery times

» Good relationship and regular communication

o Competence and experience of staff

o Follow-up service

» Innovative products that are not currently in the
Canadian market and respond to market niches

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

Tip: Firms need to ensure that their repre-
sentative who is in contact with potential
Canadian buyers speaks and writes clear

and fluent English or French, depending on
the buyer's preference. A misunderstanding
between the representative and the Canadian
buyer could lose them the sale.

Communication: Indonesian coffee exporters
need to maintain good communications with their
Canadian buyer throughout the entire sales and
after-sales process. An excellent way to ensure
this is to answer all emails and phone calls within
24 hours. If an Indonesian exporter is not immedi-
ately able to respond to a request or question, they
should tell their supplier when they will be able to
do so.

Email: A professional email address is crucial. It is
often the first tangible reflection of a company
(along with a business card). It is best to purchase
a business domain and to use a domain name
email address. Other tips for Indonesian coffee
exporters include:

» Prompt reply, always within 24 hours. Firms
should use the auto-response feature if they
are away

» Signatures with phone numbers (firms must
remember to include an area code)

+ Inthe signature, firms should include
a logo and links to their web site and
social media presences.

Once an Indonesian firm has found a
Canadian buyer, they need to make sure
the quality of their product is consistent and
delivered on time.

Continuity of supply is a key factor in the
importer's, wholesaler's, and retailer's com-
mitment to marketing imported goods to
Canada. Sporadic shipments will damage
reputation and chance of success in Canada.

&
0

v

&%
%

[ ON

&

*
L

0
7
Y

e

45



Skype: Skype allows Indonesian coffee exportersto  HOW TO LOSE A BUYER
have a voice conversation with their buyer over the

A

Internet. It is often used with a webcgm so.they.can Common mistakes seen in Canada that cause %Qy
also see the person they are speaking with. Firms exporters to lose their supply contracts: 0.
should consider getting a Skype number. It enables 9'9%

overseas clients to reach them via a local number
and conduct online meetings via the sharing screen
function. It is a great way to build relationships with
Canadian buyers and is very cost-effective.

1. Failure to answer email/phone calls

promptly (within 24 hours)

2. Product quality is inconsistent between
Reputation: The Canadian market is relatively units or between shipments
small, and most industry players know each other.
Maintaining reputation is therefore crucial to long-
term success for the exporter. If they send samples 3. Attempts to change price after it has been
of their product, making sure that actual deliv- negotiated & agreed upon
ered products are of the same quality is crucial.
Otherwise, word will get around that they are not
reliable. The use of “Linkedln" is one other effective
way for an Indonesian coffee exporter to maintain/
enhance their reputation to Canadian buyers.

4. Failure to meet supply orders on time

5. Lack of knowledge of packaging

EXPORT WITH SUCCESS: SOME and labelling
PRACTICAL TIPS

Objective: To establish a long-term supply
relationship with Canadian business partners:

1. Deliver what was promised—be realistic in

offers and promises

2. Samples should represent exactly what will
be delivered

3. Clear pricing—bring your price list
to meetings

4. Communication;: complete, clear, fast-
respond within 24 hours

5. Be proactive if problems arise
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STEP 7—COMPLETE THE SALE

Sales Contract Process

Once a buyer has made an enquiry about one of
the products, the following key steps are typically
required to complete the sales contract process.

Tips for making your first sale:

» Research buyers

* Review their web site

» Compare designs, materials, quality,
pricing

» Look for new trends

» Contact purchasing manager

» Send high quality photos of your best
products

» Send price lists

» Send samples

» Try to make your first sale

» Make first shipment

» Follow-up regularly

» Provide good service

1. Receiving an Inquiry

A buyer typically sends the exporter an email to
inquire about one of their products. It is important
that the exporter makes sure that they acknowl-
edge receipt of the inquiry by email or phone within
24 hours, or they may lose the sale. If this is the first
time this Canadian importer is contacting them, it
is common for them to request samples, as well as
ask for quotes for various amounts of the product
(e.g., 100, 1,000, 5,000, 10,000 and 50,000 units).

2. Quoting a Price

The exporter will need to prepare an export quota-
tion, or pro forma invoice. They should be as clear
as possible about costs, delivery, product, service,
date of shipment, and payment terms. They can
obtain freight costs from the freight forwarder and
information from the bank to draw up the quotation.
If the Canadian buyer is looking for a large order,
it is customary to allow a discount for volume (for
instance, 5-10%).

3. Making an Agreement
If the buyer is happy with the export quotation and
the samples, they will send a Purchase Order. The

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

exporter may need to negotiate back and forth a
few times to come to an agreement that they are
both happy with.

Clearly state what the price includes, so
customers know that additional requests—
like special packaging or tags, shipping and
insurance—may increase the price. Also, state
the time period for which the quote is valid.
Keep time periods short in case exchange
rates change.

The negotiation process is very important. The
exporter must make sure that they understand
all the terms of the agreement. Refer to page 48
for more information on negotiating and terms
of agreement.

If the exporter is satisfied with the details of the
Purchase Order, they will then prepare a Sales
Contract. It is important to make sure to include
shipping and payment terms.

Once both the parties have signed the Sales
Contract, the sale is confirmed.

Tips for Securing a Sales Contract

The First Impression is Key

With most buyers, Indonesian coffee exporters
have one chance to make a good impression. It is
very important that the exporter use this opportu-
nity to present their product and company in the
best possible light. Information about the exporter
should include photographs of their latest product
lines and a price list with corresponding product
codes that are clearly identified and easy to follow.
They can also include photos of their production
facilities. Email is an essential tool for communica-
tion with Canadian buyers, and attaching photo-
graphs is a very good idea in order for an Indonesian
coffee exporter to allow buyers to immediately
assess if they are interested in pursuing business
with them. Indonesian coffee exporters need to list
certifications they have for their factory or product
(e.g., HACCP, GFSI, Global Gap, Fairtrade, etc.). Many
importers or their agents visit the supplier's produc-
tion facilities to assess their capabilities and to build
a solid trading relationship.
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Sending Samples

Sample shipments must be accompanied by an
Import Declaration form and any related fees for
verification of these forms. In Canada the shipment
will be assessed for compliance with regulations
and quality standards. The Canadian buyer will
also likely perform an in-house company inspec-
tion of the product to confirm that it complies with
the stated specifications and the company's own
expectations for quality. The importer may also use
samples to assess the interest of Canadian whole-
salers and retailers in carrying the product.

Exporters should make sure that any future
shipments of the products are exactly the
same as the samples. Otherwise, they risk los-
ing their buyer.

Trial Orders

If the samples are accepted, the importer may
place a trial order with the exporter. If adjustments
are required, the importer will request new sam-
ples. A trial shipment that is consistent with the
accepted samples and delivered according to
an agreed delivery schedule can then be sent to
Canada. The importer generally advises the sup-
plier on the sizes and varieties of a product that
should sell best in Canada and on the condition
in which products should arrive in this country.
Indonesian coffee exporters must bear in mind that
the Canadian market is about 10% the size of the U.S.
market. Given the relatively small size of the market,
Canadian importers often expect exclusive import-
ing rights for the company or for specific products
they agree to import.

Negotiating the Deal

Indonesian coffee exporters must be prepared to
negotiate. They should try to find out as much as
they can about their potential buyer to better under-
stand their position in the sales negotiation.

When negotiating terms of the Sales Contract,
Indonesian coffee exporters must be able to justify
why their offer makes sense and consider what their
potential buyer has to say as well.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Some of the items and terms that may be covered
in the negotiation process include:
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PRODUCT ATTRIBUTES #g%
A

Packaging

Logo mold

Breadth of product line

Quality

Price range

Product exclusivity

Country exclusivity

Special arrangements

ORDERING SERVICES

Availability of product
Promptness of initial delivery
Availability of repeats
Promptness of repeats

Product substitution

Complete or split shipments
Order revision

Reliability of shipping to Canada

Indonesian coffee exporters need to foster a
trusting partnership for long-term business
deals. They should get to know who they are
dealing with and let them know who they are.
They should also try to be flexible and reason-
able and make concessions where appropriate,
but they should never accept a deal that they
are not happy with.

Import Terms

Import terms vary with individual importers. In gen-
eral, quotations should be made in FOB or CIF to a
named port.

FOB (Free On Board) means that the buyer pays for
shipping and insurance and takes ownership of the
product when it leaves Indonesia.

If an Indonesian exporter doesn't want

to worry about the shipping and import
process, they should consider selling their
products FOB.
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CIF (Cost, Insurance, and Freight) means the
Indonesian coffee exporter will pay for shipping and
insurance and will own the product until it arrives
in Canada.

Payment for imports from traditional suppliers is
generally cash against documents. Most Canadian
importers will not work with Letters of Credit
because this method is generally expensive. They
may select other credit formats and credit terms
that would suit both parties. Contracts often include
a clause stating that the goods must be inspected
and signed off in-country by the buyer or agent prior
to shipping. The importer usually requests a guar-
antee in the contract against hidden quality defects
and could request credits as a result of poor prod-
uct quality, damage before or during shipping, or
late delivery.

Payment Terms

The full invoiced amount is not paid until inspec-
tion of goods has taken place either in Indonesia or
at the end destination by the buyers themselves,
their agents, or an independent authority. When
the business relationship is well established, an
open account method may be used to save bank
charges for both parties. The services of an export
agent may be useful in handling such intricacies for
the first few operations. Once an imported product
has established a reputation for high quality, the
exporter should adopt a brand name and trade-
mark that will help customers easily recognize the
product and its value.

Will customers arrange and pay for shipping,
or will the exporter?

Indonesian coffee exporters need to make
sure that they include shipping and payment
terms in the Sales Contract. This will affect
their price.

Delivery Date

Indonesian coffee exporters should choose a deliv-
ery date that allows them to add extra time to their
production schedule in case of delays. Something
to keep in mind is that if an order is cancelled
because the exporter missed the agreed delivery
date they will not get paid.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

Communication

Indonesian coffee exporters should always stay
in touch with their Canadian buyers. Many of the
Canadian buyers are flexible and will help the
exporter address challenges, such as not under-
standing their shipping requirements, if they are
informed early enough.

Dealing with Risk and Non-Payment

Buyer Reputation

Indonesian coffee exporters should research poten-
tial Canadian buyers before entering into any kind
of contract or agreement with them. Requesting
bank references from buyers is standard practice,
and Indonesian coffee exporters should be wary if a
buyer is hesitant about providing these. Indonesian
coffee exporters can check if a buyer is listed with
the Better Business Bureau (www.bbb.org), an
organization that provides ethical business ratings
based on complaints or reports filed against a com-
pany in Canada or the United States. Searching for
the company name on Google to check for news
stories or public forums may provide information on
the buyer's reputation. Indonesian coffee exporters
should also find out if the relevant Canadian indus-
try association or Canadian trade representatives
have heard of the buyer. If the buyer fails to pay,
these representatives may also be able to supply
names of reputable debt collection agencies. If
working with a consultant, the Indonesian coffee
exporter can ask them to obtain a credit history and
a directory or publication with more information on
the buyer.

Incoterms

Incoterms are an internationally accepted system of
International Commerce terms involved in domes-
tic and international movement of goods. The terms
are used in transportation, insurance, and other
regulatory processes including export fees, import
duties, and taxes. Use of Incoterms has become a
crucial part of negotiating sales contracts between
exporters and importers in order to ensure a com-
mon understanding of responsibilities, expenses
coverage, document generation, and ownership of
goods being exported. The table in Annex 5 provides
an overview of the most commonly used Incoterms.
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STEP 8—MEET INDONESIAN
EXPORT REQUIREMENTS

Before an Indonesian company can export
its products, it needs to make sure it meets
all Indonesian export requirements. The main
steps for Indonesian companies to consider
have been listed below, but Indonesian cof-
fee exporters should also visit the Directorate
General for National Export Development (http://
dipenkemendag.go.id) web site for a complete
understanding of all Indonesian export require-
ments. DGNED has also provided a list of Indonesian
Service Institutions (http:/dipen.kemendag.go.id/
app_frontend/contents/58-export-service-institutions)
that might be involved in the export process.
Indonesian coffee exporters should review this list
to see which ones apply to their product.

Visit The Indonesia National Trade Repository
web site at www.insw.go.id for more informa-
tion on Indonesian export requirements.

Requirements for all Indonesian
Coffee Exporters
1. It should be a legal entity, in the form of:
A) CV (Commanditaire Vennotschap)
B) General partnerships
C) PT (Limited Liability Company)
D) Persero (State Share Company)
E) Perum (Public Company)
F) Perjan (Service Company)
G) Cooperative

2. It must have a TIN (Taxpayer Identification
Number-NPWP)

3. It must have a license issued by the
government, such as:

A) Business license (Trade Business License-
SIUP) from the Ministry of Trade (domestic
companies) and BKPM (foreign/joint
ventures)

B) Export identification number (APE) by
Ministry of Trade

Types of Indonesian Coffee Exporters

An Indonesian firm can be classified either as a
Manufacturer Exporter or as a Non-Manufacturer
Exporter. Each has different requirements as shown
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A) Manufacturer Exporter requirements;

» Complete the form (for manufacturer
exporter) provided by Department of
Industry and Commerce in the District/

City or Provincial level and related technical
institutions.

» Obtain Industrial Business License.

+ Obtain NPWP (tax identification number).

* Submit the export realization report to the
Department of Industry and Commerce or
appointed institutions and officials (regularly
every three months) and have it validated by
a foreign exchange bank by attaching the
letter of statement of non-involvement of tax
arrears, banking arrears, and custom issues.

B) Non-Manufacturer Exporter requirements:

» Complete the form (for non-manufacturer
exporter) provided by Department of
Industry and Commerce in District/City
or Provincial level and related technical
institutions.

» Obtain Trading Business License.

* Obtain NPWP.

e Submit the export realization report to the
Department of Industry and Commerce or
appointed institutions and officials (regularly
every three months) and have it validated by
a foreign exchange bank by attaching the
letter of statement of non-involvement of tax
arrears, banking arrears, and custom issues.

Tax Procedure

If the export products are taxable goods, then the
export tax must be paid before delivery. Products
that are subject to Indonesian export tax include:

e Rattan

» Wood

e Oilpalm

» Animal skin/rawhide

Indonesian coffee exporters can visit the Tax
Procedure section on the DGNED web site
(http://djpen.kemendag.go.id/app_frontend/
contents/48-tax-procedure) for details on tax
procedure for these four product groups. If an
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Indonesian coffee exporter's product is not one of
the four mentioned above, exporters are still rec-
ommended to visit the DGNED web site to make
sure there haven't been any changes to the list of
taxable export products.

Export Controls

Indonesian coffee exporters need to know some
provisions/regulations on goods to be exported
(both Indonesian government regulations and reg-
ulations of the export destinations). In accordance
with Indonesian Minister of Trade Regulation num-
ber 13/M-DAG/ PER/3/2012 dated March 19, 2012,
exported goods are classified into the following
three categories:

1. Export-Free Goods
Export-free goods are goods that may
be exported freely without limitation and
prohibition. Every exporter who has a license
to export from the Ministry of Trade or other
technical institution is free to export goods
listed in the law.
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B) Threats to national security/the public
interest, including social, cultural, and
morale implications in society.

C) Protection of intellectual property rights.

D) Protection of human life and health.

E) Compliance with international treaties/
agreements signed and ratified by the
government.
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Export-prohibited goods include:

» Agricultural products: baby fish and arowana
fish, glass eel seeds, Botia ornamental fish,
prawns and shrimp of 8 cm, and panaedae
shrimps.

» Forestry products: round wood, flakes raw
materials, rail pads, or trams made of wood
and saw timber.

* Marine products: sea sand.

« Mining products: tin ores and concentrates,
ashes and residues containing arsenic, met-
als or their compounds (mainly containing
lead), precious stones.

Other regulations regarding exports can be found
on the web site of the Ministry of Trade of the
Republic of Indonesia (www.kemendag.go.id), in the

2. Export-Controlled Goods
Export-controlled goods are goods that are

controlled both in numbers and types in order to:

A) Protect national security and public interest.

B) Protect human health, animals, plants, and
the environment.

C) Comply with existing international treaties/
agreements signed and ratified by the
government.

D) Limit supply in domestic market/for
conservation purposes.

E) Limit capacity of export market countries/
destinations.

F) Limit availability of raw materials needed by
the processing industry.

Export-controlled goods include: Rattan, Wood, Ox,
Crocodile Skin, Napoleon Fish/Fish Seeds, Palm
Kernel Oil, Oil/Gas, Precious Metals, Urea, Waste,
and Scrap.

3. Export-Prohibited Goods
Goods prohibited from exports should not be
exported due to the following considerations:
A) Damage to the environment and ecology.

News menu.

The regulations include:

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

Minister of Trade Regulation number
38/M-DAG/PER/5/2015 concerning the Export
Benchmark Price (HPE) of Agriculture and
Forestry Products subject to export duty.
Minister of Trade Regulation number
37/M-DAG/PER/1/2014 concerning Procedures
to Determine the Export Benchmark Price (HPE)
of Processed Mining Products subject to export
duty.
Minister of Trade Regulation number 13 Year
2012 on General Provisions regarding Exports.
Minister of Trade Regulation number
28/M-DAG/PER/6/2013 concerning types of
export and import licensing, standard operating
procedures, and the service level arrangement
using the electronic system through Inatrade
in the framework of Indonesian national
single window.
— Minister of Trade Regulation number
22/M-DAG/PER/3/2015 on conditions and
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procedures for the issuance of a certificate of
origin for goods from Indonesia.

— Minister of Trade Regulation number
04/M-DAG/PER/1/2015 concerning
Conditions of Use of Letter of Credit for
Export of Certain Goods (attached).

— Minister of Trade Regulation number
26/M-DAG/3/2015 on specific provisions for
execution of a letter of credit for export of
certain goods.

— Minister of Trade Regulation number 60
Year 2010 on Issuing institutions of SKA
(Certificate of Origin) and Minister of Trade
Regulation number 21 of 2012 on the
Amended Minister of Trade Regulation
number 60 of 2010.

Customs Clearance

In general, Indonesian customs procedures for

export are as follows:

1. The exported goods must be reported in
advance to the customs office by filling out the
export declaration (PEB) documents.

2. PEB registration must include a Company
Master Number (NIPER) as well as any other
necessary documentation. PEB must be
submitted no sooner than 7 days before
the estimated date of export and no later
than before the exported goods enter the
Custom Area.

3. The settlement of export tax must be
completed if the goods are subject to export
tax. The delivery of PEB can be done by the
exporter or by an authorized PPJK (Pengusaha
Pengurusan Jasa Kepabeanan—Customs
Clearance Service Company).

4. Physical and document checks of the
exported goods.

5. Approval and loading of exported goods to
the carriers.

Indonesian coffee exporters should visit the Customs
Clearance (http./djpenkemendag.go.id/app_frontend/
contents/49-flowchart-of-customs-clearance) sec-
tion on the DGNED web site for more information
on the Indonesian customs clearance process.

For more detailed information, please refer to
Annex 6: Indonesian export requirements and
process.
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STEP 9—MEET CANADIAN
IMPORT REQUIREMENTS

Indonesian coffee exporters working with a Canadian
partner, such as an agent or importer, will want to
be sure that the partner is knowledgeable about
Canadian import requirements for their product.
Indonesian coffee exporters should work closely
with their Canadian partner to make sure their prod-
ucts for export meet all Canadian import require-
ments and regulations.

FAILURE TO COMPLY

Goods that do not meet all applicable laws
and regulations will be refused entry at the
Canadian border at the expense of the importer.
To avoid delays and penalty fees, Indonesian
coffee exporters must work closely with their
importers and buyers to make sure the speci-
fications of their product comply with Canadian
import requirements,

Border Inspection

Canadian Border Services Agency

The Canadian Border Services Agency (CBSA) (www.
cbsa-asfc.gc.ca/menu-eng.html) is the federal agency
responsible for customs services and compliance
with Canada's border legislation. All products entering
Canada must be reported to CBSA and are subject to
inspection, whether they are transported by the exporter
or a carrier. Many goods must comply with Canadian
laws and may require permits, certificates, or inspec-
tions. For more information, CBSA offers a Step-by-Step
Guide to Importing Commercial Goods into Canada (www.
cbsa-asfc.gc.ca/import/guide-eng.htmb.

Canadian Food Inspection Agency

The Canadian Food Inspection Agency (CFIA) (www.
cbsa-asfc.gc.ca/menu-eng.ntml) regulates imports
of food products to Canada. The CFIA develops
policies on imported food, and these rules are then
enforced at the border by CBSA officers who exam-
ine food products at the entry point to Canada.

Coffee is regulated by the Canadian Food Inspection
Agency (CFIA) as a food product. The CFIA has
implemented numerous acts and regulations per-
taining to coffee, including the Canadian Food and
Drugs Reqgulations, Canada Agricultural Products Act,
and Safe Food for Canadians Act (SFCA). The SFCA,
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http://laws-lois.justice.gc.ca/eng/regulations/C.R.C.%2C_c._870/
http://laws-lois.justice.gc.ca/eng/regulations/C.R.C.%2C_c._870/
http://laws-lois.justice.gc.ca/eng/acts/c-0.4/
http://www.inspection.gc.ca/about-the-cfia/acts-and-regulations/regulatory-initiatives/sfca/eng/1338796071420/1338796152395

enacted in 2012, establishes standards for food
inspection, as well as general labelling and advertis-
ing guidelines for food manufacturers. CFIA has pre-
pared an Imported and Manufactured Food Program
Inspection Manual that consolidates information on
the regulatory framework, as well as information on
food safety standards.

Under Division 5 of the Canadian Food and Drug
Regulations, coffee (HS 090111) is listed with a spe-
cific description:

B.05.001 [S]. Green Coffee, Raw Coffee or
Unroasted Coffee shall be the seed of Coffee
arabica L., C. liberica Hiern, or C. robusta
Chev,, freed from all but a small portion of its
spermoderm.

When relevant, internationally-traded products rep-
resented as organic must be certified by a CFIA-
accredited body. Specifically, only products with
organic content that is greater than or equal to 95
per cent may be labelled as “organic." Products must
show the name of the certification body and are
regulated under the Organic Products Regulations,
2009. Coffee is one of the top Canadian grocery cat-
egories with the most certified organic items, with
100 items or more (roast and ground) featuring at
least 15 organic producers and brands (Agriculture
and Agri-Food Canada 2008).

The CFIA monitors labelling and packaging under
the Consumer Packaging and Labelling Act (CPLA).
Coffee products fall under CPLA, which requires
that pre-packaged foods either imported or made in
Canada, must not bear any false or misleading infor-
mation regarding its origin, quality, performance, net
weight, or quantity.

There are separate guidelines for food labelling
as it relates to industry and consumers, which are

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

relatively similar across all food products. For indus-
try, the core labelling requirements include: bilin-
gual labelling, common name, country of origin,
date markings, storage instructions, identity and
principal place of business, irradiated foods, legi-
bility and location, list of ingredients and allergens,
net quantity, nutrition labelling, and sweeteners.
Additionally, there is a list of claims and statements
for industry products that include: advertising, aller-
gens and gluten, composition and quality, health
claims, method of production, pictures, vignettes,
logos and trade-marks, organic, origin, and nutrient
content.

For coffee, there is an exception made for industry
labelling requirements regarding a nutrition facts
table. Rules of exemption are made to certain prod-
ucts outlined in the Food and Drug Regulations. This
is because coffee does not require a list of ingre-
dients and can be packaged as individual servings
provided by establishments like restaurants and
airlines.

For consumers, labelling requirements include: ori-
gin claim, name and address, allergy statement, list
of ingredients, nutrition facts table, date marking,
composition claim, principal display panel, brand
name, net quantity, nutrient content claim, and
common name. These requirements are common to
almost all food products.

Other Government Departments

CBSA provides a reference list (www.cbsa-asfc.
gc.ca/import/reflist-listeref-eng.html)  of  other
government departments that may require per-
mits, certificates, or inspections for goods imported
to Canada. CBSA is responsible for enforcing the
legal import requirements at the border on behalf
of these other government departments.
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http://www.inspection.gc.ca/food/non-federally-registered/product-inspection/inspection-manual/eng/1393949957029/1393950086417
http://www.inspection.gc.ca/food/non-federally-registered/product-inspection/inspection-manual/eng/1393949957029/1393950086417
http://www.inspection.gc.ca/food/organic-products/certification-and-verification/certification-bodies/eng/1327860541218/1327860730201
http://www.inspection.gc.ca/food/organic-products/certification-and-verification/certification-bodies/eng/1327860541218/1327860730201
http://laws-lois.justice.gc.ca/eng/regulations/SOR-2009-176/
http://laws-lois.justice.gc.ca/eng/regulations/SOR-2009-176/
http://laws-lois.justice.gc.ca/eng/acts/C-38/
http://www.inspection.gc.ca/food/labelling/food-labelling-for-industry/eng/1383607266489/1383607344939
http://www.inspection.gc.ca/food/labelling/food-labelling-for-industry/nutrition-labelling/exemptions/eng/1389198015395/1389198098450?chap=2
http://www.inspection.gc.ca/food/labelling/food-labelling-for-consumers/eng/1400426541985/1400455563893

border include:

documentation to make sure it is complete.

Delays at the border can cost a lot of money. Two common causes for delays at the Canadian

1. Incomplete documentation. Indonesian exporters must make sure the person from their
company who is filling out export documents can write well in English or French (the language
depends on the Canadian port of entry). They have to be careful when measuring and weighing
their product and make sure appropriate HS codes are used. They must thoroughly review their

2. Untreated wood. Shipments containing wood products, including wooden crates for packaging,
must be accompanied by an official certificate from the Indonesian Agriculture Quarantine
Agency confirming that it has been treated. See page 66 for more information.

CANADIAN GOVERNMENT

DEPARTMENT INSPECTION

COMMODITIES/AREAS OF RESPONSIBILITY FOR BORDER

Canadian Food Inspection Agency
www.inspection.gc.ca

Competition Bureau

www.competitionbureau.gc.ca food products

Global Affairs Canada
www.international.gc.ca

Food, plants, animals, food labelling, food recalls, wood packaging,
international waste, and used machinery/equipment

Clothing labels, precious metals, packaging, and labelling of non-

Agricultural products, firearms, goods under trade embargoes, and
steel, textiles and clothing

With respect to environmentalissues, coffee manu-
facturers must meet all laws and regulations falling
within the Canadian Environmental Protection Act
and Canadian Environmental Assessment Act, appli-
cable to all provincial and federal jurisdictions.

The Pest Control Products Act implemented by
Health Canada determines which pesticides and
sprays are approved for use and their application.
Coffee producers must ensure pesticide residue
levels are within regulation.

Laws and Regulations

Federal, Provincial, and Municipal

Most laws and regulations that apply to imported
goods are governed at the federal level. However,
Indonesian coffee exporters should be aware
that additional laws and regulations may apply
at the provincial (e.g., alcoholic beverages) and
municipal levels (e.g. recycling of packaging).
Knowledgeable Canadian intermediaries should
be able to assist the Indonesian coffee exporter to

6 hitp:/laws-lois justice.gc.ca/PDF/SOR-2009-176.pdf.
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ensure their products meet all federal, provincial,
and municipal regulations.

QUEBEC LANGUAGE REQUIREMENTS

Products sold in the province of Quebec are
subject to additional language requirements.
French must be used for all inscriptions on
the product container and packaging, as well
as for catalogues, brochures, leaflets, com-
mercial directors, order forms, invoices, and
receipts. Visit the Québec French Language
Office (www.spl.gouv.gc.ca/fileadmin/
medias/pdf/ABCPolLinQc_Ang_Web.pdf) for
more information.

Organic Product Requirements

Organic products traded in the Canadian mar-
ket are subject to Canada's Organic Product
Regulation*® The products must meet Canadian
Organic Standards' requirements and be certified
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http://laws-lois.justice.gc.ca/eng/acts/c-15.31/
http://laws-lois.justice.gc.ca/eng/acts/c-15.21/index.html
http://laws-lois.justice.gc.ca/eng/acts/P-9.01/

by Canadian government accredited bodies
Once certified, these products may use the Canada
Organic Logo, or other organic logos from coun-
tries which have equivalency arrangements with
Canada.®® Current equivalent countries include the
United States, the European Union, Japan, Costa
Rica, and Switzerland. There are currently seven
national industry bodies accredited by the OKPO
(Competent Authority of Organic Agriculture), and
a further seven international certification bodies
operating in Indonesia. The Indonesian Ministry
of Agriculture has also developed IndoGAP
(Indonesian Good Agricultural Practices) standards
for certification. Indonesia, however, does not have
an equivalency arrangement with Canada.

The Canada Business Network provides use-
ful information on regulations and standards
for each region in Canada. It also provides
information for regulated industries, such as
food products, pharmaceuticals, and natural
health products.
www.canadabusiness.ca/eng/page/3424/

Exporters selling to Ontario can also visit
Canada Business Ontario's web site:
www.cbo-eco.ca/en/index.cfm/managing/

regulations/

Important Tool: Automated Importing
Reference System

CFIA maintains an Automated Import Reference
System  (AIRS)  (www.inspection.gc.ca/plants/
imports/airs/eng/1300127512994/130012762740
9) tool that allows Indonesian coffee exporters to
verify Canadian import requirements for their food
and agricultural products. AIRS can be searched by
HS Code and product information (country of ori-
gin, destination, end use, etc) to generate a list of
import recommendations, required documentation,
prohibitions, and references to relevant Canadian
acts and regulations. View TFO Canada's Webinar
(www.tfocanada.ca/webinarsview.php?view=6) for
CFIA to learn how to use the AIRS tool.

7 http./www.inspection.gc.ca/food/organic-products/certification-and-verification/certification-bodies/eng/1327860541218 /13

27860730201.

18 http/www.inspection.gc.ca/food/organic-products/equivalence-arrangements/eng/1311087562418/1311087760268.
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LAWS AND REGULATIONS FOR IMPORTING TO CANADA

Health and Safety

Description

&
L)
L)

&

Guidance Documents

Consumer Product
Safety Act
Health Canada

Regulates the safety of con-
sumer products in order to pro-
tect the public by addressing or
preventing potential danger.

¢
7
g

e

Canada Consumer Product Safety Act Quick
Reference Guide
www.hc-sc.gc.ca/cps-spc/pubs/indust/ccpsa_
ref-lcspc/index-eng.php

Food Products

Description

Guidance Documents

Food and

Drugs Act and
Regulations
Health Canada
(enforced by CFIA)

Primary regulation that covers
all food and beverage prod-
ucts, drugs (pharmaceuticals),
cosmetics, and therapeutic
devices. Includes requirements
for food safety, labelling, aller-
gens, etc.

CFIA Food Guidance Document Repository
www.inspection.gc.ca/guidance-
document-repository/food-documents/eng/137
4178718703/1374508433359

Guide to Importing Food Products Commercially
www.inspection.gc.ca/food/imports/
commercial-importers/importing-food-products/

€eng/1376515896184/1376515983781

Organic Products
Regulations
CFIA

Products labeled as organic
must meet mandatory
Canadian Organic Standards
and be legally certified to be
traded across provincial or
international borders or to use
the Canada Organic Logo.

CFIA Organic Products
www.inspection.gc.ca/food/organic-products/
eng/1300139461200/1300140373901

Canadian Organic Growers
www.cog.ca/index.php?page=organic-regulations

Safe Food for
Canadians Act
CFIA, expected to
come into force
sometime in 2016.

This new Act will consolidate
three CFIA inspection statutes
for agricultural products, fish,
and meat into a single set

of regulations that will apply
to all food that is imported,
exported, or prepared for
inter-provincial trade in
Canada. Importers will have

a greater legal responsibility
for ensuring the safety of food
they bring into Canada.

Competition

Description

Guidance Documents

Competition Act
Competition
Bureau

Maintains and encourages
competition in Canada by reg-
ulating mergers, criminal busi-
ness offenses (e.g., conspiracy,
bid-rigging), and reviewable
practices (e.g., competitor
agreements).

Competition Bureau: Our Legislation
http://www.competitionbureau.gc.ca/eic/site/
cb-bc.nsf/eng/h_00148.html

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Consumer Provides requirements for Guide to the Consumer Packaging and Labelling
Packaging and mandatory label information Act and Regulations

Labelling Act™ and product claims, as wellas  www.competitionbureau.gc.ca/eic/site/cb-bc.
Competition package design, fill levels, and nsf/eng/01248.html

Bureau standard sizes.

Customs Description Guidance Documents

Custom Tariff Act Regulates the imposition of Customs Tariff by Chapter

CBSA Canadian customs duties www.cbsa-asfc.gc.ca/trade-commerce/

and other charges accord- tariff-tarif/2015/menu-eng.html

ing to the World Customs

Organization Harmonized

System (HS) codes.

Export and Import  Regulates the Import Control Memorandum D19-10-2
Permits Act List and issuance of import www.cbsa-asfc.gc.ca/publications/dm-md/d19/
GAC permits for the importation d19-10-2-eng.html

of products on this l|§t. It also GAC Import Controls

sets out rules for Tariff Rate . .

Quotas. \x/\x/\x/.|ntemat|ona'l.qc.ca/'controlLs—c.ontrotesl/
about-a_propos/impor/importing-importation.
aspx?lang=eng

Prohibited Goods  Outlines prohibited or D9 Memoranda: Prohibited Importations
CBSA restricted goods, including www.cbsa-asfc.gc.ca/publications/dm-md/
counterfeit products, certain dg-eng.html

agricultural products, offen-

sive weapons, pornography,

hate literature, various endan-

gered species, and goods that

are internationally sanctioned.

Tariff Rate Quotas  Outlines the established tariff =~ D10-18-1: Tariff Rate Quotas
CBSA rate quotas for agricultural www.cbsa-asfc.gc.ca/publications/dm-md/d10/

products included on the
Import Control List. Imports
within the quota are subject
to a lower rate of duty than
imports above the quota.

d10-18-1-eng.html

“Sometime in 2016, The Safe Food for Canadians Act will consolidate legislation from the Canada Agricultural Products Act, Fish
Inspection Act, Meat Inspection Act, and for the food provisions of the Consumer Packaging and Labelling Act
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The Government of Canada has also set out sev- Below are some specific legal requirements for R &
eral legal requirements for the import of coffee coffee producers and exporters in Indonesia if ,{ A
into the country. they want to export their coffee products to Canada: ~ * e #
<o
A
TYPE OF NAME AND LINKTO
REGULATION THE REGULATION NOTE
General Food Law Food and Drugs Act » These are governed by Health Canada, which
Food and Drugs Regulations is responsible for establishing standards for

the safety and nutritional quality of foods
sold in Canada. All health and safety standards
under the Food and Drugs Regulations are

enforced by CFIA.
» For more information, visit: Food Directorate
of CFIA.
Food Labelling Consumer Packaging and » Health Canada and CFIA are both responsible
Law Labelling Act for food labelling in Canada. CFIA also

Nutrition Labelling Requlations

administers non-health and safety regulations
pertaining food packaging, labelling, and
advertising.

» Nutrition labelling has been made mandatory
on most food labels since the food and drug
regulations were amended in 2002.

» To meet the labelling requirements for your
products, refer to the Industry Labelling Tool

Organic Product Organic Products Regulations  « The regulations define organic products in
Law Food Labelling for Industry— Canada and set the rules on the use of the
Organic Claims organic logo on products. The regulations

also govern organic claims, including
permitted and non-permitted organic claims.

» For requirements and procedures for the
application, negotiation, and determination
of an organic equivalency arrangement
between Canada and Indonesia, refer to
Equivalency Arrangements

Environmental Canadian Environmental » Coffee producers also need to abide
Protection Law Protection Act by these regulations to ensure that the
Canadian Environmental production process is in compliance with
Assessment Act . . .
the environmental protection standards in
Canada, as the export destination country.

Pest Control Law Pest Control Products Act « This regulation is administered by Health
Canada with a view to protect human health
and the environment. It determines which
pesticides are acceptable for use and how
they are to be used.
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http://laws-lois.justice.gc.ca/eng/acts/F-27/
http://laws-lois.justice.gc.ca/eng/regulations/C.R.C.%2C_c._870/
http://www.hc-sc.gc.ca/ahc-asc/branch-dirgen/hpfb-dgpsa/fd-da/index-eng.php
http://laws-lois.justice.gc.ca/eng/acts/C-38/
http://laws-lois.justice.gc.ca/eng/acts/C-38/
http://www.hc-sc.gc.ca/fn-an/label-etiquet/nutrition/reg/index-eng.php
http://www.inspection.gc.ca/food/labelling/food-labelling-for-industry/eng/1383607266489/1383607344939
http://laws-lois.justice.gc.ca/eng/regulations/SOR-2009-176/
http://www.inspection.gc.ca/food/labelling/food-labelling-for-industry/organic-claims/eng/1389725994094/1389726052482
http://www.inspection.gc.ca/food/labelling/food-labelling-for-industry/organic-claims/eng/1389725994094/1389726052482
http://www.inspection.gc.ca/food/organic-products/equivalence-arrangements/equivalency-determination/eng/1328067000985/1328067099099
http://laws-lois.justice.gc.ca/eng/acts/C-15.31/
http://laws-lois.justice.gc.ca/eng/acts/C-15.31/
http://laws-lois.justice.gc.ca/eng/acts/C-15.2/
http://laws-lois.justice.gc.ca/eng/acts/C-15.2/
http://laws-lois.justice.gc.ca/eng/acts/P-9/index.html

Intellectual Property Rights

Canadian International Property Office
Intellectual property rights are regulated by the
Canadian International Property Office (CIPO) (www.
ic.gc.ca/eic/site/cipointernet-internetopic.nsf/
eng/Home) to ensure that owners and creators
benefit from their original work or investment in cre-
ations, designs, orinventions. These rights can apply
to a wide range of products, services, or processes,

TYPES OF INTELLECTUAL PROPERTY RIGHTS:

including: creations of the mind, literary and artis-
tic works and symbols, and names or images used
in commerce. The CIPO web site allows exporters
to search databases of trademarks, patents, copy-
rights, and industrial designs already registered in
Canada. CIPO also provides guidance on how to
apply for these forms of intellectual property pro-
tection of your goods in Canada.

TRADEMARKS
A brand or other sign that identifies a com-
pany's goods or services
Registered trademarks in Canada have
exclusive rights for 15 years (renewable)
Unregistered trademarks may still be pro-
tected under common law

COPYRIGHT
Protection for literary, artistic, dramatic,
and musical creations
Copyright is automatic; however, registra-
tion is still recommended
Copyright exists for the life of the author,
plus 50 years after death

PATENTS
An exclusive right granted for an invention,
such as a product or process
Canadian patents apply for 20 years from
date of filing an application
Protected and registered on a national
basis (covers Canada only)

INDUSTRIAL DESIGNS
Protection for the original visual features of
an article
Registered industrial designs are protected
for up to 10 years in Canada
Firms can sell their rights or license others
to make, use, and sell their design

Source: Definitions from Canadian Intellectual Property Office (www.ic.gc.ca/eic/site/cipointernet-internetopic.nsf/eng/home)
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Classification of Goods
Before deciding to export your coffee to Canada and
other international markets, it is essential to under-
stand the following about product classification.
» Indonesian coffee exporters need to know
the classification code for their coffee under
the Standard International Trade Classification
(SITC) and the Harmonized System (HS) used
by Indonesia (as the exporting country) and
Canada (as the importing country). One of the
purposes of the product classification is to know
the correct customs tariff applicable to your
coffee products
» Indonesian coffee exporters need to know
the group their coffee belongs to according
to the General Provisions on Exports of the
Minister of Trade Decree Number 01/M-DAG/
PER/1/2007. In accordance with this decree,
Indonesian products are categorized into four
groups: (1) goods free to export; (2) export-reg-
ulated goods; (3) export-controlled goods; and
(4) export-prohibited goods. Coffee, whether
roasted or not, and whether processed or not,
is categorized under export-regulated goods
in the above-mentioned Decree. This means

that coffee is only allowed to be exported out of
Indonesia by registered exporters.

Like Indonesia, Canada uses the HS product clas-
sification system as Canada is also a party to the
Harmonized System Convention of the World
Customs Organization (WCO). Information on the
list of Canadian HS Codes can be found in the 2017
Edition of the Canadian Export Classification on
the Statistics Canada website, while the Customs
Tariff 2017 can be found on the Canada Border
Services Agency (CBSA) website. A list of Canadian
HS Codes (2012 Edition) can also be found on the
WCO website. Further information on the updates
of the Canadian and other HS Codes, please visit
the WCO's website.

Canada's Product Classification System

A 10-digit HS Code or tariff classification num-
ber is required for each commercial product that
enters Canada. There are a number of categories
into which coffee can be classified using the HS
codes, depending on the details and description of
the product being imported. The list below provides
the HS Codes for coffee products.

HS CODES FOR COFFEE DESCRIPTIONS OF THE PRODUCT
00.01 Coffee, whether or not roasted or decaffeinated:
coffee husks and skins; coffee substitutes con-
taining coffee in any portion.
ogorszoo Coffee, not roasted. not deecaffeinated:
ogo11100 0 o . certifedorganic
ogorsroo 0 . notcertified organic
ogor1200 o Coffee, not roasted. decaffeinated
ogorz100 Coffee, roasted, not decaffeinated:
ogo1z100 0 o . certifedorganic
ogor2100 0 . notcertifiedorganic
ogor2200 oo Coffee, roasted, decaffeinated
ogorgo00 other
0019000 o . Cofee husksand skins
0019000 0 . Coffee substitutes containing coffee
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http://publications.gc.ca/collections/collection_2016/statcan/65-209-x2017000-eng.pdf
http://publications.gc.ca/collections/collection_2016/statcan/65-209-x2017000-eng.pdf
http://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2017/menu-eng.html
http://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2017/menu-eng.html
http://www.wcoomd.org/en.aspx

21.01 » Extracts, essences and concentrates, of coffee, BD@

tea or maté and preparations with a basis of N
these products or with a basis of coffee, tea, %Qg
or maté; roasted chicory and other roasted =
coffee substitutes, and extracts, essences and
concentrates thereof.

» Extracts, essences and concentrates, of coffee,
and preparations with a basis of these extracts,
essences, or concentrates or with a basis of

coffee:
21011 1 ........................................................................ . EXtraC tS essence S and C Oncentrates .................
21011110 .................................................................... |n Stant CO ﬁee nOt ﬂ a Voured .................................
Decaffeinated:
21011110 .................. 1 1 ................................................ . PUt up for ret al Lsa le ..........................................
21011110 .................. 1 9 ............................................... . Oth er ................................................................
.................................................................................... o ther :
21011110 91 ............................................... . pUtup for retal[sale ..........................................
2101111099 ............................................... .Other ................................................................
21011 19 o .................................................................... O ther ...................................................................
21011 19 o .................. 1 o ............................................... . |nstantcoﬁee ﬂavou red ....................................
2101119090 ............................................... .Other ................................................................
21011200 oo Preparations with a basis of extracts, essences or

concentrates or with a basis of coffee

2101.30.00 00 Roasted chicory and other roasted coffee substi-
tutes, and extracts, essences and concentrates
thereof

Source: Canadian Border Services Agency http../www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2015/menu-eng.html, 2015.

For assistance in determining the correct 10-digit HS  Services (BIS) of the CBSA or visit the Question and
Code or tariff classification number for your coffee Answer on the HS Code Implementation page on
product(s), please contact the Border Information the CBSA website.
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 http://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2015/menu-eng.html
http://www.cbsa-asfc.gc.ca/contact/bis-sif-eng.html
http://www.cbsa-asfc.gc.ca/contact/bis-sif-eng.html
http://www.cbsa-asfc.gc.ca/import/qa-qr-eng.html
http://www.cbsa-asfc.gc.ca/import/qa-qr-eng.html

Tariffs and Duties

Tariff Determination

Importers must provide CBSA with a detailed
description of goods (based on information from
the exporter/supplier), including the ten digit HS
code, dollar value, and country of origin. CBSA
will help determine the rates of duty based on the
appropriate valuation method, classification, and
tariff treatment.

Duties are applied at the border and usually
paid in person by the Canadian importer or a
customs broker representative.

MOST FAVOURED NATION TARIFF (MFN)
Default tariff for all members of the World
Trade Organization (WTO)

LEAST DEVELOPED COUNTRY TARIFF (LDCT)
Tariff for 49 least developed countries
Duty-free and quota-free access

Products made in Indonesia receive the Most
Favored Nation Tariff (MFN). However, if the raw
materials or components of the product come
from another country, this may affect the tariff rate.
Indonesian coffee exporters should refer to the
‘Rules of Origin" below for more information.

Through the various rounds of the GATT and WTO
negotiations, significant progress has been made in
reducing tariffs on coffee imports into many devel-
oped countries. For example, Canada does not levy
any tariff duties on green coffee imports nor on pro-
cessed coffee (roasted and soluble).’® The Canadian
import tariff for coffee (specifically 090111; and all
applicable HS10 codes) fallunder the MFN duty rate
of 0% (duty free) in Chapter g of the Customs Tariff
schedule, which is the rate applicable to Indonesia.

Duty-Free and Quota-Free Imports
Under the Market Access Initiative (MAID) (www.
publications.gc.ca/site/enq/442000/publication.

Rates of Duty

Tariff rates are outlined by HS code in the
Customs Tariff schedule (www.cbsa-asfc.gc.ca/
trade-commerce/tariff-tarif/2015/html/tblmod-
eng.ntml). The rate of duty for goods depends on
the Canadian tariff treatment in relation to the coun-
try of origin, which can be affected by the origin of
raw materials and components. There are generally
four types of preferential tariff treatments:

GENERAL PREFERENTIAL TARIFF (GPT)
Tariff for over 100 developing countries
Normally lower than or equal to MFN rate

FREE TRADE AGREEMENTS
Bilageral, plurilateral, or regional FTAs
Tariff reduction or elinination

htmU), Canada has eliminated duties and quotas on
goods imported from over 49 of the least devel-
oped countries (LDCT). The only goods excluded
are raw and unprocessed dairy, poultry, and eggs.
Trade flows from eligible countries have increased
significantly since the Market Access Initiative
began over ten years ago. The ability to claim bene-
fits under GPT and LDCT is determined by the Rules
of Origin, based on what percentage of the product
and its inputs were produced in an eligible coun-
try. Goods must also be shipped directly to Canada
from the eligible country and be accompanied by a
Certificate of Origin.

Indonesia is eligible for the Most Favoured
Nation Tariff (MFN) rate.

If an Indonesian exporter is exporting coffee
from Indonesia to Canada, since Indonesia is
eligible for MFN, they will have a tariff of 0%.

9 http.//www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2015/01-99/ch09-2015-eng.pdf.
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Rules of Origin

Rules of origin determine preferential tariff treat-
ment for imported goods. The correct rate of duty
is applied to goods based on the country from
which the inputs of the final product were sourced
and the country where the final good was assem-
bled. Goods from these countries have preferential
access to the Canadian market, and a certificate of
origin must accompany the goods as part of the
documentation. The onus is on the exporter to pro-
vide a valid certificate for the Canadian importer.
This will prevent delays in goods being released.

An example of a preferential tariff treatment is the
LDCT and GPT Regulations. Two rules of origin
methods determine if goods are entitled to the
benefits of duty-free access to Canada. The first
method is the general rule, under which all goods
currently entitled to the benefits of the LDCT can
qualify under a “wholly produced rule” or a “cumu-
lative” manufacturing process in a LDC or GPT
country with value-added inputs or cumulations
from other LDCs or Canada. The second method
applies specific rules to textile and apparel goods
(HS 50-63 classification). A good can qualify under
the general rules or one of the more specific rules
of origin. For more information on LDCT's rules of
origin please visit CBSA Memorandum D11-4-4
(www.cbsa-asfc.gc.ca/publications/dm-md/d11/
d11-4-4-eng.html).

Tariff Rate Quotas and Seasonal Tariffs
Canada enforces tariff rate quotas (TRQs) (www.
international.gc.ca/controls-controles/prod/agri/
tarif.aspx?lang=eng) on certain agricultural products
on the Import Control List, including dairy, poultry,
and eggs. Imports within the quota amount are
subject to low rates of duty, and imports over the
amount are subject to higher rates of duty. Privilege
to import is allocated to firms through import allo-
cations (or "quota-shares”). Seasonal tariffs (www.
cbsa-asfc.gc.ca/publications/dm-md/d10/d10-
14-3-eng.html) apply to certain fresh fruits and
vegetables.

Anti-Dumping and Countervailing Duties

In alignment with WTO rules, Canada's Special
Import Measures Act (SIMA) regulates the appli-
cation of antidumping and countervailing duties
on imported goods that cause injury to Canadian

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

industry through dumping and subsidies in the
country of origin. Anti-dumping and countervailing
duties may also be assessed if goods are imported
at prices that are less than their selling price in the
country of origin. CBSA maintains a List of Goods
Subject to Anti-Dumping Countervailing Duties
(www.cbsa-asfc.gc.ca/sima-lmsi/mif-mev-eng.
html).

Import Documentation

Releasing Goods at the Border

All products entering Canada must be reported to
CBSA. This is usually done in person at the point of
entry by the importer or a customs broker representa-
tive. Generally, the goods are released immediately
upon presentation of the required documentation.
Within a few days, either the importer or the broker
must present the final customs documents and pay
any duties and taxes owing. To facilitate the clear-
ance of goods, Indonesian coffee exporters must
give importers timely and complete documentation.

Indonesian coffee exporters can consult CBSA's
guidance on Importing Goods into Canada (http.//
www.cbsa-asfc.gc.ca/import/guide-eng.html)  for
more information on documentation requirements
and the release of shipments. CBSA's Database
of Forms  (www.cbsa-asfc.gc.ca/publications/
forms-formulaires/b246-eng.html) provides tem-
plates and instructions for completing each type
of document.

Types of Documents

Depending on the product and country of origin,

required documents may include:

1. Bill of Lading or Airway Bill: Contract for
carriage issued by the ocean or air carrier. Gives
title to the goods, and signed copies are proof
of ownership.

2. Cargo Control Document: Used by carriers
to report shipments to CBSA (first record of
shipment's arrival). Also used for shipments
moved in-bond to an inland CBSA office,
sufferance warehouse, or bonded warehouse.

3. Certificate of Origin (Form A): Required by CBSA
to establish where goods were manufactured
and to determine the applicable rate of customs
duty, including any claims for preferential rates
of duty. More information can be found in

7
Y

D

g .:

&
3

.@@.

&

4 e
(X

]

e

0

&

63



Memorandum D11-4-2 (ww\w.cbsa-asfc.gc.ca/
publications/dm-md/d11/d11-4-2-eng.htmb).

. Canada Customs Coding Form (Form B): Used

to account for goods regardless of the value
imported for commercial use in Canada. An
example of the form is available from CBSA
(www.cbsa-asfc.gc.ca/publications/forms-
formulaires/b3-3.pdf).

. Commercial Invoice: Used by the exporter

to charge payment of goods to the Canadian
buyer. Exporters can provide either a Canada
Customs Invoice (CCI) (www.cbsa-asfc.gc.ca/
publications/dm-md/d1/d1-4-1-eng.html)

or their own forms that include all of the
necessary and standard information. CBSA uses
the invoice to apply duties and other import
taxes (e.g., GST). Avoid later reassessments

by ensuring your invoice has enough detail to
identify the goods, determine the quantity, and
establish the tariff classification correctly, by
means of: date of issue, name and address of
buyer and seller, contract number, description
of goods, unit price, number of units per
package, total weight, and terms of delivery
and payment.

. Inspection Certificates: Sanitary and other

certificates are required for some types of
products entering Canada, including plants,
seeds, animals, pharmaceuticals, nursery stock,
and meat. More information is available from
Health Canada (www.hc-sc.gc.ca/dhp-mps/
compli-conform/import-export/index-eng.
php).

Export Permits: Permits may be required,

such as those for endangered species, and are
issued by the Indonesian government.

. Import Permits: Global Affairs Canada

requires import permits for goods such as
textiles and clothing, agricultural and steel
products, and some food items, such as dairy
products, poultry, and eggs. Other government
departments (www.cbsa-asfc.gc.ca/import/
reflist-listeref-eng.html) may require import
permits for a range of goods.

. Packing List: May be required to supplement

a commercial invoice and is provided by the

shipper. It identifies the shipper, the shipping
company, and the importer.

10. Insurance Documents: Issued by the insurance
underwriter and provides proof that the goods
are insured as they are being transported.

Import Control List

CBSA requires an import permit for all goods listed

on Canada's Import Control List (www.laws-lois.

justice.gc.ca/eng/regulations/C.R.C.,_c._604/
page-1.ntml#h-1). Buyers must obtain animport per-
mit  (www.international.gc.ca/controls-controles/
about-a_propos/impor/permits-licences.aspx-

?lang=eng) from the Export and Import Controls

Bureau (EICB) of Global Affairs Canada (GAC).

Goods that are subject to import controls include:;

» Agricultural Products: Applies to beef and veal,
eggs and chicken, dairy products (including
cheese), margarine, peanut butter, pork, turkey,
wheat, and barley.2°

e Firearms

» Steel

For more information, visit GAC's Import Controls
page (www.international.gc.ca/controls-controles/
about-a_propos/impor/importing-importation.
aspx?lang=eng) and Memorandum D19-10-2 (ww\w.
cbsa-asfc.gc.ca/publications/dm-md/d19/d19-

10-2-eng.html).

—_— International Import Certificates
— Although a product may not be
_*y subject to import controls, the issu-
ance of an International Import
Certificate may be required, which is a document
that formally recognizes that the Government of
Canada is aware of (and has no immediate objec-
tions to) the proposed import of specific goods
to Canada, by the stated importer, for the stated
end-use and end-user. Canadian International
Import Certificates are issued to Canadian appli-
cants who in turn provide a copy to their foreign
suppliers, who in turn use the International Import
Certificates to obtain a foreign export permit.
Applications for International Import Certificates
may be submitted online using Export Controls
On-Line (EXCOL) (from the EXCOL home page,

For more details, see GAC Controlled Products: Agriculture (http://www.international.gc.ca/controls-controles/prod/agri/index.

aspx?lang=eng).
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(www.excol-ceed.gc.ca/Main-Principal/Home _
Accueil.aspx), by clicking on International Import
Certificate on the left-hand menu bar). Paper
application forms are also available at the Global
Affairs Canada web site (www.international.gc.ca/
controls-controles/report-rapports/list_liste/forms-
formulaires.aspx?lang=eng).

Prohibited Goods

Certain goods cannot be imported into

Canada. Prohibited goods (www.cbsa-

asfc.gc.ca/publications/dm-md/dg-eng.

html include child porhography, hate
propaganda, dangerous materials, narcotics, base or
counterfeit coins and offensive weapons, as well as
goods manufactured or produced by prison labour.

Transshipment

Transshipment involves the transport of Indonesian

goods through an intermediary country to get them

to Canada. This includes transferring goods from one
transportation vessel to another in a country other than

Canada. Transferring goods from one ship to another

or from a ship to an airplane or rail are examples of

transshipment. To keep the Country of Origin intact,
transshipment must adhere to a number of terms. For
example, the goods must:

1. remain under customs transit controlin the
intermediate country;

2. not undergo any operation in the intermediate
country other than unloading, reloading, or splitting
up of loads, or any other operation required to
keep the export items in good condition;

3. not enter into trade or consumption in the
intermediate country; and

4. remain in temporary storage in the intermediate
country for no more than six months.

There are no direct routes when exporting
products from Indonesia to Canada by sea.
All ships must go through at least one other
country, and sometimes more than one.

It is generally not recommended for Indonesian cof-
fee exporters to use transshipments that are routed
through the United States. Typically, products arriving
in the U.S. would need to be unloaded from the ship
and sent to Canada by truck, which is a very expensive

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

option. This route should only be considered after
careful consultation with your freight forwarder.

STEP 120—SHIP GOODS FROM
INDONESIA TO CANADA

Getting Indonesian Goods to Canada

By Ocean

Most products being exported from Indonesia
to Canada are transported by ocean. It is ideal for
large items, bulk commodities, and non-urgent or
non-expensive goods. Canada has 4 major con-
tainer ports: Vancouver, Montreal, Price Rupert,
and Halifax.

Choosing the right shipping method, or
combination of methods, is vital to export
success—Indonesian coffee exporters should
ensure that the product gets to Canada on
time and at the lowest cost.

Shipping from Indonesia to Canada by ocean
usually takes about 30 days, but delays are not
uncommon. Routes with multiple transshipments
can cause additional delays, so Indonesian coffee
exporters should give themselves a lot of extra time
to deliver their products to Canada.

There are many routes from Indonesia to Canada
and they depend on the carrier. Each route and
carrier will have its own price, so Indonesian coffee
exporters should research different freight services
to find the best option for their products. Here are
some sample transit times from one freight carrier.
Remember, these will vary depending on the route
and carrier.

ORIGIN TORONTO OR

DESTINATION MONTREAL VANCOUVER
Jakarta 36-38 days 29-31 days
Belawan B-40days  B/-aodays
Semarang  36-38days  20-31days
Swabaya 6-3Bdays  20-31days
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By Air

It is not very common for Indonesian coffee export-
ers to ship by air freight because of the very high
cost. Air freight is typically only used when the
product is in urgent need, is small, or has a high
value. Canada has 13 international airports. Shipping
from Indonesia to Canada by air usually takes
2-4 days.

Canada is larger than you think!

As the 2nd largest landmass in the world,
Canada encompasses nearly 10 million square
kilometers. Be aware of travel time and trans-
portation costs across the regions of Canada.
It takes up to eight hours to fly across the
country, and travelling by road or train takes
several days.

By Train and Truck

Most goods from Indonesia enter Canada by air or
ocean shipping and are further transported across
the country on land by rail or highway truck freight.

Canadian Port of Entry

Most Indonesian shipments arriving by sea enter
at Port Metro Vancouver on Canada's west coast,
however the Port of Halifax on Canada'’s east coast
is not uncommon and can sometimes be a more
suitable choice.

PORT PROS

CONS

DETAILS

Vancouver » Many carriers offer this

route .

Port congestion .

Canada's biggest and busi-
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Good road and rail access
Closest port to Asia

Longer dwell
times
Shortage of railcar

est port

Vancouver routing can be
considered for shipments to
anywhere in Canada

Halifax

Deepest harbour on the
North American East Coast
Good road access

Good rail access in the east

Further port from
Asia

Fewer carriers
offer this route

Halifax routing should only
be considered for shipments
to other areas on the East
Coast, such as Toronto and
Montreal

Distribution Within Canada Below are estimated transit times from Vancouver

Given the large size of Canada, it is common prac-
tice for Indonesian coffee exporters to consolidate
shipments to the country's three primary consumer
markets—Vancouver, Toronto, and Montreal. Goods
are typically shipped to these three cities by rail.

Delays in transporting your goods across
Canada are not uncommon, especially
between November to April, when snow and
bad weather can slow things down.

Major distribution hubs for intra-Canadian trade
are Toronto (covering Ontario, Quebec, and Atlantic
Canada), Montréal (covering Quebec, Atlantic
Canada, and Ontario), and Vancouver (covering British
Colombia, Alberta, the Prairies, and the Territories).

and Halifax ports:

DESTINATION: DESTINATION:
CALGARY OR TORONTO OR
PORT EDMONTON MONTREAL
Vancouver  Normal ship- Normal shipment:
ment: 3-4 days 7-8 days
Consolidated Consolidated
shipment: shipment:
5-7 days 9-11 days
Halifax Not common Normal shipment:
2-3 days
Consolidated
shipment:
4-6 days

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Transportation Intermediaries

Indonesian coffee exporters (or Canadian importers)
will need to deal with a lot of documents and logis-
tics when sending or bringing products to Canada.
For this reason, most Indonesian coffee exporters
use freight forwarders and customs brokers.

Freight Forwarders

Freight forwarders can arrange for the transporta-
tion and delivery of goods in Canada. They can help
select the best shipping routes to improve deliv-
ery times and negotiate carrier rates on behalf of
the Indonesian coffee exporter. Many specialize in
arranging shipments to certain countries, while oth-
ers concentrate on particular types of products.

Their services can also include preparing, translat-
ing, certifying and presenting shipping and customs
documents, booking transportation space, obtain-
ing and claiming insurance, handling payments,
securing charters, and arranging inland transporta-
tion (air forwarders).

Contacts can be found through the Canadian
International Freight Forwarders Association (www.
ciffa.com).

Consolidators

Indonesian coffee exporters of smaller shipments
should consider using the services of a freight
forwarder who offers the option of consolidating
the shipment instead of shipping independently.
Consolidation can result in lower shipping costs. It
can also provide the convenience of a single bill-
ing and tracing service. Indonesian coffee exporters
should check the reliability, capability, and experi-
ence of the freight forwarder to find one best suited
to their needs.

One of the biggest challenges for Indonesian
SME exporters is high shipping cost.
Consolidating shipments can help reduce
this cost.

Customs Brokers

Customs brokers can help an Indonesian coffee
exporter clear goods through Canadian customs,
prepare customs documentation, and help with pay-

ment of all import duties. They are also a good
source of information on recent tariff changes and
other customs-related developments. Lists of cus-
toms brokers can be found through the Canadian
Society of Customs Brokers (www.cscb.ca/
customs-broker-search) and CBSA: List of Licensed
Customs Brokers (www.cbsa-asfc.gc.ca/services/
cb-cd/cb-cd-eng.htmb).

Packing the Goods

Assume the products will have a bumpy ride, par-
ticularly if they are being shipped overseas.
Indonesian products should be packed to survive
rough cargo handlers and poor roads? During
transit, handling, and storage, goods may have to
endure bad weather and extreme temperatures.
If they need special temperature controls or other
protective measures, the Indonesian exporter
should be sure their products receive these. The
type of shipping may determine the kind of packing
used. For example, if the goods are carried by ship,
it is important to know whether they will be placed
above or below deck.

Proper outer packaging is vital. Sub-standard
packaging may damage the product during
shipping and create problems for the
importer in clearing and marketing the goods.
The importer may then refuse to do further
business.

Outer Packaging

There should be consistency of packaging and
package sizes, an orderly loading of containers, ship-
ping marks on the master pack, and article numbers
on the inner packs. Shipping containers must be
clearly stamped or stenciled on a minimum of two
sides, with all code markings in waterproof ink.
Since buyers generally use this packaging to ship
products out of warehouses, the packages should
be sturdy enough for multiple handling. Reusable
rather than disposable packaging also addresses
environmental concerns.

Wooden Crates

All non-manufactured wood used as dunnage,
pallets, crating, or other packaging material
must be treated by heat, fumigation, or chemical

2l |TC has excellent information and database on export packaging for developing countries. See: http:/www.intracen.org/itc/

exporters/packaging/.
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preservatives before being allowed into Canada.
Similar restrictions apply to packaging material con-
sisting of straw and hay.

All shipments containing solid wood

crating must be accompanied by an official
phytosanitary or treatment certificate from
Indonesia’s National Plant Protection Agency
(NPPO) from the Indonesian Ministry of
Agriculture.

Shipments containing solid wood crating must be
accompanied by an official phytosanitary or treat-
ment certificate. Shipments not containing solid
wood crating must carry a statement that it does
not contain this on accompanying documents.
Shipments not meeting these requirements may be
seized or denied entry into Canada, with incurred
costs being the importer's responsibility.

Labels and Marks

Exported products may not clear customs if labels
do not conform to Canadian requirements, such as
product weight or electrical standards.

Marking distinguishes an Indonesian coffee export-

er's goods from those of other shippers. Marks

shown on the shipping container must agree with

those on the bill of lading or other shipping docu-

ments, and may include some or all of the following;:

» Buyer's name, or some other form of agreed
identification

» Point/port of entry into Canada

» Gross and net weight of the product in kilo-
grams and pounds

 Identification of the country of origin, e.g., “‘Made
in Indonesia"

» Number of packages

» Appropriate warnings or cautionary markings

Export Documentation Checklist
Go through the following checklist and indicate
which items you are totally familiar with and can
prepare with little or no assistance.

EXPORT DOCUMENTATION YES NO UNSURE
Contract of Sale

4. Pro-forma invoice O O O
Contract of Carriage

5. Bill of Lading O O O
6. Air Wayhbill O O O
7. Road Consignment Note O O O
8. Rail Consignment Note O O O
Insurance Policy Document

e Marine Insurance O O O
Payment-related Documents

o Letter of Credit O O O
+ Bill of Exchange/Bank Draft O O O
Other export documentation

1. Commercial Invoice O O O
2. Packing List O O O
3. Certificate of Origin O O O
4. Insurance Certificate O O O
5. Pre-shipment Inspection Certificates O O O
6. Fumigation Certificates O O O
7. Health and Phytosanitary Certificates O O O

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Annex 1—Useful
Resources and Contacts
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Indonesian Trade Attaché in Canada
http:/www.indonesia-ottawa.org/

Canadian market information, export assistance

Export assistance and export requirements,
finding buyers

Directorate General of National Export
http://djpen.kemendag.go.id/

Indonesian National Trade Repository

http://eservice.insw.go.id/
Indonesian Chamber of Commerce and Industry
(KADIN Indonesia)
http:./www.bsd-kadin.org/
Embassy of Canada in Indonesia
http://www.canadainternational.gc.ca/
indonesia-indonesie/
Indonesia-Canada Chamber of Commerce
http:./www.iccc.or.id/
Canadian Chamber of Commerce
www.chamber.ca
Trade Facilitation Office Canada
www.tfocanada.ca
Innovation, Science and Economic Development
Canada—Trade Data Online
http:/www.ic.gc.ca/eic/site/tdo-dcd.nsf/eng/
Home
Statistics Canada
http://statcan.gc.ca

The UN Global Compact

https./www.unglobalcompact.org/what-is-gc/

mission/principles

International labour standards International Labour Organization conventions and
recommendations
http./www.ilo.org/global/standards/
subjects-covered-by-international-labour-
standards/lang--en/index.htm

The Women's Empowerment Principles

http./www.weprinciples.org/
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List of Canadian customs brokers

Providing training and services to Indonesian
women entrepreneurs

Capacity development and networking for SMEs

Canadian Importer Database
https./www.ic.gc.ca/eic/site/cid-dic.nsf/eng/
home

Canadian Company Capabilities
http:/www.ic.gc.ca/eic/site/ccc-rec.nsf/
eng/00040.html

Agent and Broker Directory: Central Canada
http:/www.greatertoronto.org/wp-content/
uploads/2014/04/Canada-Agent-and-Broker-

Directory.pdf

eMarket Services
http:./www.emarketservices.com/start/
eMarket-Directory/index.html

Canadian International Freight Forwarders
Association
http:/ www.ciffa.com/

Canadian Society of Customs Brokers and CBSA:
List of Licensed Customs Brokers
http://cscb.ca/customs-broker-search and
http:/www.cbsa-asfc.gc.ca/services/cb-cd/
cb-cd-eng.html

Centre for Intercultural Learning
http:/www.intercultures.ca/cil-cai/ci-ic-eng.

asp?iso=ca

Indonesia Business Women's Association (IWAPI)
WwWWw.iwapi.id

APINDO
http:/www.apindo.or.id/id

Perkumpulan Untuk Peningkatan Usaha Kecil PUPUK
http://pupuk.or.id

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Annex 2—Irade
Publications

The following publications provide useful information for exporters:
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Food and Beverages + Grocery Business Canada

o Canadian Grocer http:/www.grocerybusinessmedia.ca/default.
http:/www.canadiangrocer.com php

» Food and Beverage Canada » Organic & Wellness News
http:/www.foodandbeveragecanada.com http://organicwellnessnews.com/en/

e Food in Canada
http:// www.foodincanada.com
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Annex 3—Canadian

Beverages

» Canadian Beverage Association
http./www.canadianbeverage.ca

» Canadian Coffee Association
http:/www.coffeeassoc.com

Food

» Canadian Federation of Independent Grocers
https://cfig.ca

e Canada Organic Trade Association
http:.//www.ota.com/canada-ota

Business Assoclations

» Canadian Produce Management Association
http:/www.cpma.ca

» North American Produce Transportation
Working Group
http://www.naptwg.org

Organic Products

» Canadian Organic Growers
http:/www.cog.ca

» Organic Agriculture Centre of Canada
http:/www.dal.ca/faculty/agriculture/oacc/
en-home.html
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<ol
Market Inf ) -
9,984,670 km?
YU KON Second largest land mass in the world
TERRITORY 6 geographic regions
37.000 NORTHWEST dices e
10 provinces *
& K TERRITORIES NUNAVUT 3 territories
44,000 37.000
*l(glzlg\g/knife
BRITISH
COLUMBIA
46 milion  ALBERT.
. 4.1 millio NEWFOUNDLAND
s L 527,000
Prince Rupert  vancouver SAS
Port Authority ~ 25million *?;i_%hg\s
I ;
P
¢ A [ L RINCE EDWARD
Port Metro 56.125 341562
Vancouver * :ﬁli%; 146,000
NOVA SCOTIA
B 943,000
PN
\_ 4
Port of Montreal | Port of Halifax
POPULATION NEW BRUNSWICK
- 754,000
80% of Canadians
live within 160 km of the U.S. border
FOUR SEASONS
62% of Canadians Winter: December - March
live in Ontario and Quebec Spring: April -June
Summer: July - August
. - Fall: September — November
1 in 3 Canadians
live in Toronto, Montreal or Vancouver
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ECONOMY

Exports Imports

$511
billion*

| $525
billion

GDP: $1.7 trillion?
2.4% growth in 2014

Labour Force: 10 million male?
9 million female

Currency: $1 CAD Unemployment Rate:
74% male 6.1% female

Inflation: 1% in 20144

SOCIETY

Tl
35.5 million
Total Population 2014
1% growth in 2014
One tenth the Population of USA

6.8 million

Recent Immigrants
20% of population

English & French

Two Official Languages

Major Religions
W s6%—Christian

W :2%—Muslim

B 24%—No Religion

6.8%—Other Religions

» Exports and imports; Innovation, Science and
Economic Development Canada, Trade Data
Online, Canadian Trade Balances, 2010-2014

* GDP: Statistics Canada, CANSIM Table 380-
0064, real gross domestic product expenditure-
based, 2010-2014

e Labour and unemployment: Statistics Canada,
CANSIM Table 282-0087, labour force charac-
teristics, as of May 2015

POLITICS

TYPE OF GOVERNMENT:

- Parliamentary Democracy
- Federation

- Constitutional Monarchy

LEVELS OF GOVERNMENT:
- Federal

- Provincial/Territorial

- Municipal

BUSINESS

9:00 AM to 5:00 PM
Hours of Business: Monday to Friday

Retail Hours:
Monday through Sunday
Open later Thursday & Friday

6 time zones across Canada

Pacific Time Zone, Mountain Time Zone, Central
Time Zone, Eastern Time Zone, Atlantic Time
Zone, Newfoundland Time Zone

Daylight Savings Time: 2nd Sunday of March

PUBLIC HOLIDAYS

New Year's Day: January 1
Good Friday: Late March/Early April
- Easter Monday: Late March/
Early April
Victoria Day: Monday before May 25
Canada Day: July 1
St. Jean Baptiste: June 24 (Quebec only)
Civic Holiday: 1st Monday in August (except
Quebec and Yukon)
Family Day: Mid February
Labour Day: 1st Monday in September
Thanksgiving: 2nd Monday in October
Remembrance Day: November 11
Christmas Day: December 25
Boxing Day: December 26

Inflation: Statistics Canada, CANSIM Table 326-
0021, Consumer Price Index, 2010-2014
Population: Statistics Canada, Canada’s popula-
tion estimates, as of January 1, 2015

For a full list of provincial and federal holidays,
consult the Canada Revenue Agency web page
on Public Holidays.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada 74



Canadian Economy

Gross Domestic Product

Over the past five years, Canada's gross domestic
product (GDP) has grown at an average rate of 2%
per year, reaching $1.7 trillion in 2014.

CANADIAN ECONOMY Gross Domestic product

Canadian GDP Growth
($CAD in billions)
1,747
1,706
1,672
1,641
1,593 I I
2010 2011 2012 2013 2014

Source: Statistics Canada, CANSIM Table 380-0064, 2010-2014

Ontario and Quebec, home to the majority of
Canada's businesses and financial institutions,
continue to lead the provinces in GDP. With the
collapse of global oil prices, growth in Alberta's
largely  resource-dependent economy  has
slowed considerably.
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CANADIAN GDP BY PROVINCE
Value in millions of $CAD
Real GDP chained at 2007 dollars
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Share of %'Qf

Province GDP (2013)  total GDP
Canada 1,705,567 100%
ontaric 632368 %
Quebec pen 0%
Aberta 02066 8%
British Columbia 215218 13%
Saskatchewan 6276 4%
Manitoba . s6486 3%
NovaScotia oz 2%
Newfoundlandand 20588 2%
Labrador

NewBrunswick | 8272 2%
Prince Edward Island 5006 ozt
Northwest Territories 3632 02%
vakon 2283 ors
Nunavat 2050 orn
Outside Canada 685 oot

Source: Statistics Canada, CANSIM Table 384-0038, Real gross
domestic product, expenditure-based, 2013

Economic Outlook

With a collapse in oil prices and a weakening dol-
lar, Canada appeared to be entering a recession in
mid-2015. However, the Organization for Economic
Cooperation and Development (OECD) forecasts
economic growth to recover in 2016 and reach 2.3%
in 2017. The drag from falling energy investment
should fade away by early 2016, while non-energy
exports lead the subsequent pick-up, with business
investment following.!

t OECD, Canada: Economic forecast summary, (www.oecd.org/economy/canada-economic-forecast-summary.htm) November 2015.
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Inflation
CONSUMER PRICE INDEX

CONSUMER PRICE INDEX (MAY 2014-MAY 2015)
% change from previous year

% change from previous year

29

18 2.0
15

Source: Statistics Canada, CANSIM Table 326-0021, 2010-2014

Canada’'s Consumer Price Index (CPl) measures
inflation based on price changes for a range of con-
sumer goods and services. In 2014, the CPl increased
slightly to 2%, up from 0.9% in 2013. Canada has
among the lowest inflation rates in the world; infla-
tion has remained below 3% for over two decades.?

So farin 2015, the rate of inflation is modest for most
items. One important exception is the price of food,
which has risen by 3.8% in the past year. This change
was driven primarily by higher prices for beef, fruits,
vegetables, and baked goods.3

The Bank of Canada's Inflation Calculator
(www.bankofcanada.ca/rates/related/
inflation-calculator/) can be used to compare
prices for goods in Canada from year to year.

Allitems

0.9

Food 38
shelter o5
Household operations and furnishings 34
Clothing and footwear o5
Tensportation 35
Healthand personalcare 3
Recreation, education, and reading o
Alcoholic beverages and tobacco 29
products

specialaggregates
Alitemsexcluding food 03
Altems excluding energy 22
Erey s

Retail Sales

In 2014, retailers in Canada sold more than
$505 billion worth of goods and services. Over the
past five years, retail sales have been led by motor
vehicles, which reached $120 billion in 2014, fol-
lowed by food and beverage sales at $111 billion.
Indonesian exporters can distribute their goods in
Canada through sector-specific stores or through
stores that carry a broad and revolving inventory
of products.

2 The Conference Board of Canada, International Rankings: Inflation (www.conferenceboard.ca/hcp/details/economy/inflation.aspx) 2012.
3 Statistics Canada, Consumer Price Index (www.statcan.gc.ca/daily-quotidien/150619/dg150619a-eng.htm) May 2015,
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RETAIL SALES BY TYPE OF STORE <
CAD (millions) g B ¥y
2010 2011 2012 2013 2014 }‘g‘%
Retail trade (total) 438,958 456,730 468,127 482,998 505,008 ei
Motorvehicle and parts dealers 95540 100088 105149 111752 119730
 Automobile dealers 62156 86005 01034 96803 104440
"""" Newcardealers 76425  Sozm 85080 9055 9793
"""" Usedcardealers 5732 5884 5945 6288 6503
 Othermotorvehicle dealers 6987 703 715 7481 7am
 Automotive parts, accessories, and tire 6396 6959 6960 7468 7849
stores
Fumiture and home furnishings stores 15035 15,013 15108 15350 15012
Fumiwrestoes 9685 0465 957 9609 10062
 Homefumishingsstores 5350 5548 5671 5650 5850
Electonicsand appliance stores 15362 15858 15110 14656 14840
Bullding material and garden equipment/ 27610 26917 26088 27458 28262
supplies dealers
Foodand beverage stores 104238 104907 106660 107721 110827
Grocerystores  Biis 81182 82228 82370 84556
"""" Supermarkets and other grocery stores 74500 74715 75685 75843 77662
"""" Conveniencestores 6626 6466 6572 6527 6864
 Specialtyfoodstores 4858 5025 5250 5726 5955
 Beer.wineand liquor stores 18255 18700 19174 19625 20317
Healthand personalcarestores 32167 32952 33548 34985 36243
Gasolinestatons 48808  &7751 5032 61407 64283
Clothing and clothing accessories stores 24847 25786 26416 27169 28095
Clothingstores 19323 1995 20456 21284 22063
Shoestores 2020 2975 3000 3084 3145
 Jewelry.luggage, and leather goods 2605 2868 2961 2841 2888
stores
Sporting goods, hobby, book, and music 10307 10596 10660 10844 11455
stores
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RETAIL SALES BY TYPE OF STORE

CAD (millions)

2010 2011 2012 2013 2014
General merchandise stores 53,026 55,097 58,002 60,048 63,744
Departmentstores ................................... n /326680 .......... 2 67122648427320 ........
Othergeneralmerehandlsestores ............ n /a29317312903356436424 ........
Mlsceuaneousstoreretallers ....................... 1 0938108661106511608 .......... n /a ............

Canadian Consumers and Trends
Population

Canada's population is about 35.5 million. Growing
at an average of 1% each year, the population is
expected to increase to 43.5 million by 2025—three
million from new births and five million from immi-
gration4 If this trend continues, the population
could reach 63.5 million by 20635

TWO-THIRDS OF

CANADIANS
live in Ontario and Quebec

80% OF CANADIANS
live within 160 km of the
U.S. border

Most of the population is heavily concentrated in
urban areas close to the US. border, with the top
consumer markets located in the provinces of
Ontario, Quebec, and British Columbia. Alberta’s
consumer market has also grown considerably in
recent years.

7 IN 10 CANADIANS

live in a major city

CANADIAN POPULATION BY PROVINCE

Population Share of total Land area Population density
Province (2014) population (km2) (per km?)
Canada (total) 35,540,419 100% 8,965,121 4.0
Onta”013678740 ........... 3 80 ........................... 9 08608 ............. 1 51 .........................
QuebeC8214672 ............. 2 3% .......................... 1 356547 ............ 6 1 ..........................
BrItIShCOLumbla4631302 ............. 1 300 .......................... 9 22509 .............. 5 O ..........................
Alberta4121692 ............. 1 2% .......................... 6 40082 ............. 6 4 ..........................
MamtOba12820434% ............................ 5 52330 .............. 2 3 ..........................
SaSkatChewan11254lo .............. 3 % ............................ 5 88239 .............. 1 9 ...........................
NovaSCOtlag42668 ............... 3 oo ............................ 5 2939 ................ 1 78 .........................

4 George Condon, “Yes, you should pay attention to ethnic grocers,” Canadian Grocer, (April 1, 2013).
5 Statistics Canada, Population projections: Canada, the provinces and territories, 2013 to 2063.
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CANADIAN POPULATION BY PROVINCE

Population Share of total Land area Population density
Province (2014) population (km2) (per km?3)
New Brunswick 753.914 2% 71377 10.6
Newfound [andand P 5 2697 7 ............... 1 oo ............................ 3 70 511 ............... 1 4 ...........................
Labrador
PrmceEdwardlSlandl46283 ............... o 4% ......................... 5 686 ................. 2 57 .........................
Northwest Temtones R 4 3623 ................. (.) 1% ......................... 1 1437 93 ............ 6 . 04 ........................
YUKon365lo ................. C.) 1%474713 ............... C.) 08 ........................
Nunavut36585 ................. (.) 1% ......................... 1 877788 ............ 6 02 ........................

Source: Statistics Canada, CANSIM Table 051-0001, Estimates of population by age and sex for Canada, 2014.
"Excludes Aboriginal reserves or Aboriginal settlement areas.

Age Groups
MAJOR CITIES IN CANADA INCLUDE: CANADIAN POPULATION BY AGE GROUP (2014)
Province Cities
100+ |
Alberta » Calgary £ I
e Edmonton 951099
« Red Deer goto o4 M
. Lethbridge 85 to 8o [HINEGN
........................................................................ 80 to 84 _
British » Vancouver Seniors
Columbia e Victoria 751079 _ Born after 1950
« Abbotsford-Mission 70 to 74 (NN | Age 65

* Kelowna 65 to 69
............................................................................... 60 to 64
..................................................................... 55t059
Ontario + Toronto 50 to 54

o Ottawa-Gatineau

» Kitchener-Cambridge-Waterloo

e Hamilton

e St Catharines

Baby Boomers
Born 1946-1965
Age 50-69

e Oshawa 30 to 34
» Kingston 250 29 Millennials
= London 20 to 24 /Eiom 13981_1997
. e 1 —
e Windsor & 34
............................................................................... 15to 19
Quebec  Montreal 10to 14 Generation Z
e Quebec Born 1997-2015
o 5to9 -
« Trois-Rivieres Age 0-18
oto4

e Sherbrooke
e Laval
e Saguenay

Source: Statistics Canada, CANSIM Table 051-0001, Estimates of
population by age, 2014.
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Generation Z—Influencing Parents’ Spending
Born: 1997-2015 (age 0-18)

Looking for: Convenience, health, safety, trusted
brands

Generation Z strongly affect their parents' pur-
chasing habits. Following wider consumer trends,
Canadian parents increasingly prioritize healthy
foods and are more likely to buy organic prod-
ucts. Top trends of 2015 include healthy, preser-
vative-free lunches and convenient home-cooked
meals.® With the well-being of their family as their
top priority, parents are more likely to buy trusted
name brands that are proven to be safe for children.”
Because parents are extremely busy and don't have
a lot of time, they want convenient solutions that
make life easier. A 2014 survey found that 70% of
Canadian parents are looking for baby products that
are easy to prepare or use, and 60% are looking for
time-saving products® This market segment has
traditionally targeted women because they were
responsible for most day-to-day household pur-
chases such as groceries and children's clothing. In
recent years, there is evidence that these responsi-
bilities are being shared more evenly between men
and women.®

Millennials—Consumers of the Future

Born: 1981-1997 (age 18-34)

Looking for: Price, convenience, trends, eco-friendly,
fair trade

Millennials, also called Generation Y, are the con-
sumers of the future. By 2020, millennials are
expected to overtake their parents (the Baby
Boomers) as Canada's largest consumer group.*®
These young adults are now entering the early
to mid-phases of their careers, buying their first
homes, and starting families. Millennials are more
open to adopting ethnic products that are new to

Baby Centre, Millennial mom report highlights, 2014.

Canada™ Wanting to keep up with trends leads to
more purchases of low- to mid-end food, fashion,
and home décor products—in fact, 85% of millenni-
als say they like to try new products regularly.? They
also favour convenience and low-price retailers: the
one-stop shops where they can buy all of the items
on their shopping list. Millennials primarily base
their purchasing decisions on price, with half look-
ing for the least expensive brand when they shop.3
As tech-savvy and informed consumers, millenni-
als want to know about the products they buy and
search out companies aligned with their own values
(such as those that provide eco-friendly, responsi-
bly sourced, and fair trade products).

Baby Boomers—Today’'s Dominant
Consumers

Born: 1946-1965 (age 50-69)

Looking for: Quality, niche/specialty, organics, natural
ingredients

Baby Boomers are Canada’'s dominant consumer group
and will continue to be for the near future. Most Baby
Boomers are still active in the workforce and are enter-
ing senior roles in their careers. Over half earn an annual
income of more than $60,000,“ which allows them
to favour mid- to high-end products that offer supe-
rior quality and workmanship. As they age, this group
is focusing on having a healthier lifestyle, increasing
the demand for healthy, organic products and natural
ingredients. Typically well-educated, Baby Boomers
value long-lasting quality and practical features over
keeping up with trends and are willing to pay more for
premium items. Baby Boomers are likely to shop at spe-
cialty stores, and many will visit multiple stores to get
the best products, advice, and customer service s

Amanda Baltazar, “Bye, brown bag lunches," Canadian Grocer (August 21, 2015).

Newswire, Summary of BrandSpark’s annual Canadian shopper study, January 1, 2014.
Marion Chan, "Look who's buying groceries now," Canadian Grocer (July 8, 2015).

0 Birgit Blain, “Canadian food shopping trends,” Food in Canada (November 18, 2014).

- BrandSparks, Canadian shopper survey, 2015.
2 BrandSparks, Canadian shopper survey, 2015.

3 Meagan Kashty, “Customization is key, say industry experts,” Canadian Grocer (September 29, 2014).
4 Government of Alberta, Consumer Corner, Canadian Baby Boomers: Profile of Boomers, their food, consumption habits and

attitudes, 2010.
5 |BISWorld Canadian market reports.
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Seniors—Significant Population Growth
Born: Before 1950 (age 65+)
Looking for: Health, comfort, safety, ease of use

Although seniors have a limited influence on the over-
all market, the population growth projected for this age
group makes it important. By 2030, the youngest Baby
Boomers will be 65, and approximately one quarter of
(25%) Canadians will be seniors, up from 15% in 20136
Many manufacturers are already adapting their prod-
ucts to tap into this growing market, appealing to seniors
looking for extra comfort, safety, and health benefits.
This includes, for example, easy-to-open packages,
labels with large print, and home décor adaptations
that prevent slips and falls. Very concerned about their
health and wellbeing, seniors look for foods fortified
with vitamins essential for their age group. Many live
alone or with a spouse, creating a demand for individual
meal portions and food products that are both healthy
and easy to prepare.

Ethnic Market

6.8 million immigrants
from over 200 countries

* e b e o

1 in 5 Canadians
were born outside of Canada

Immigration Continues to Drive

Population Growth

Home to 6.8 million immigrants, Canada has the eighth
largest immigrant population in the world and the
highest proportion of immigrants among the G7 coun-
tries. 718 Out of a projected population growth of 8 mil-
lion people over the next 10 years, 5 million will come
from immigration and 3 million from new births*® By
2031, it is estimated that as many as 12.5 million immi-
grants will be living in Canada, accounting for 30% of the
populationz°—up from 20% in 2014.

16 Statistics Canada, Population projections, 2013 to 2063.
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Increasingly Diverse Sources of Immigration

In recent years, Asia has become the most common
continent of origin among Canada's immigrant popula-
tion. By 2031, it is estimated that more than half of all
immigrants living in Canada will be Asian-born.

0 -,

e

A

NEW IMMIGRANTS TO CANADA

by region in 2013

0 4% Caribbean I
O 5% Other
O 6% Latin America
O 9% Middle East
O 10% Europe
O 15% Africa

51% Asia

Source: Immigration, Refugees and Citizenship Canada,
Permanent residents by source country, 2013

These changing patterns of immigration are con-
firmed by immigrant arrivals to Canada in 2013.
Over half originated from Asia, followed by Africa
(15%), Europe (10%), the Middle East (9%), and Latin
America (6%).

About 2 in 3 immigrants settle in one of Canada's
three largest cities: Toronto, Montreal or Vancouver.
However, in recent years, there has been a slight
increase in immigrants settling in other cities in
Alberta, Manitoba, and Saskatchewan.?

7 Statistic Canada, Immigration and Ethnocultural Diversity in Canada, 2015.

Statistics Canada, Canadian Demographics at a Glance, Section 3: Composition of the population, 2014.

9 George Condon, “Yes you should pay attention to ethnic grocers,” Canadian Grocer, (April 1, 2013).
20 Statistics Canada, Canadian Demographics at a Glance, Section 3: Composition of the population, 2014.
21 Statistics Canada, Changes in the regional distribution of new immigrants to Canada, 2000-2010.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

81




Top Ethnic Markets in Canada

The following table gives a breakdown of the larg-
est ethnic populations in Canada by source region
and country.

ASIA (INCLUDING MIDDLE EAST) 5,011,220
Latin America 544,380
Caribbean 627500
Easten Ewope 3142775
Afica 766735
Total Asia 5,011,220
East and Southeast Asia 2,650,000
ndonesia 18125

Source: Statistics Canada, Ethnic origin population, National
Household Survey, 2011

In 2011, there were over 5 million people living in
Canada of Asian (including Middle East) heritage,
and this number is growing every year. Of the 5 mil-
lion, 2.65 million were from East and Southeast Asia
and 18,125 specifically from Indonesia.

According to the 2011 survey, the highest per-
centage (27%) of people with Indonesian heritage
live in the city of Toronto. Toronto is also the place
where most people (37%) with Southeast Asian her-
itage live.

WHERE DO PEOPLE OF SOUTHEAST ASIAN
HERITAGE LIVE IN CANADA?

O 37% Toronto
O 9% Rest of Ontario
O 25%

0 3% Rest of BC
O 26% Rest of Canada

WHERE DO PEOPLE OF INDONESIAN
HERITAGE LIVE IN CANADA?

O 27% Toronto
0 15% Rest of Ontario

O 22% Vancouver
O 8% Rest of BC
O 28% Rest of Canada

Source: Statistics Canada, Ethnic origin population, National
Household Survey, 2011
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Toronto
Population: 6 million
Province: Ontario

Toronto is the largest urban centre in Canada and the
capital of the province of Ontario. It is also Canada's
centre of finance and business, with more than half of
the country's leading companies, banks, and financial
institutions headquartered there. More importers and
buying departments from major Canadian retailers are
located here than anywhere else, making it a focal point
for new suppliers to Canada. Toronto is renowned as
one of the most multicultural cities in the world, with 1
in 2 inhabitants born outside of Canada.??

Approximately 2 million people of Asian heritage live
in Toronto, with nearly half of them from Southeast
Asia. This makes Toronto the largest Asian community
in Canada. Toronto is also home to Canada’s largest
Indonesian community of nearly 5,000 people.

Vancouver
Population: 2.5 million
Province: British Columbia

A port city on the Pacific coast, Vancouver is the larg-
est urban market in Western Canada. For decades,
large numbers of Asian immigrants have settled in
Vancouver, transforming this city's ethnic and cultural
mix. As the city's population has increased, housing
and commercial real estate prices have risen dramat-
ically. The city was founded on the forestry and mining
industries, but over the past decade, it has diversified
its economy to include film and television production,
banking, accounting, and technology. Vancouver has a
significant number of importers and is the entry point
for most Asian exports to Canada.

Vancouver is considered the most Asian city
outside of Asia. Nearly half (43%) of its popu-
lation is of Asian heritage, including 740,000
from Southeast Asia and around 5,500 from
Indonesia.

22 Diversity Facts, 2015, City of Toronto.

Montréal
Population: 4 million
Province: Quebec

Montréal is Canada's second largest urban centre and
one of the largest French-speaking cities in the world.
While the province of Quebec is less prosperous than
some other areas of Canada, Montréal is an affluent
city with sophisticated consumers. Both French and
English are widely spoken in Montréal. A signifi-
cant number of major corporations are based here,
especially in information and communications
technology, transportation, electronic goods, fash-
ion, engineering, aerospace, pharmaceuticals, and
financial services. With its major port and significant
number of importers, Montreal is the focal point for
suppliers hoping to enter the Quebec market.

Multiculturalism Goes Mainstream

From sambal to coconut sugar, mainstream con-
sumers are adopting many products once con-
sidered ethnic niche products into their everyday
grocery and meal purchases. Despite increas-
ing demand for global flavours, nearly half of
non-minority Canadians say they cannot find
enough ethnic foods and ingredients at their primary
grocery store. Moreover, two-thirds say they would
cook more multicultural cuisine if these items were
more readily available?® To find the assortment
of products they are looking for, 17% of Canadian
households now shop at ethnic stores. These stores
are experiencing one of the highest growth rates in
retail sales, at 20% in 2014.24 In response, conven-
tional grocers such as Loblaws (the largest grocery
food chain in Canada) and Walmart are integrating
more ethnic products into their stores. Entire rows
in supermarkets are now dedicated to ethnic prod-
ucts, usually grouped by origin or category, such
as Halal, Kosher, Latin American, Asian, etc. Once
a product has established a brand name in ethnic
stores, importers may be able to expand distribu-
tion to the mainstream retailers.

23 LoyaltyOne, The Modern Grocery Shopper: Attitudes and Opinions Survey, August 2014.
24 Birgit Blain, “Canadian Food Shopping Trends,” Food in Canada, (November 18, 2014).
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Untapped Potential of Ethnic Shoppers

As the number of immigrants to Canada continues
to grow, so does the demand for familiar products
from their countries of origin. Visible minorities rep-
resent half of all shoppers in Canada's urban centres,
making them one of the largest and most influential
consumer groups in the country.2> Canadian retail-
ers are working to target their product offering at
each store location to better serve the ethnic profile
of local customers and are looking for suppliers of
authentic ethnic products to meet these demands.
Canada's cultural mix varies across the provinces,
with French-speaking Quebec attracting more
immigration from North and West Africa and Haiti,
and the rest of Canada dominated by immigration
from Asia.

Ontario attracts more immigrants than any
other province. With large populations from
all corners of the world, the province offers
strong opportunities for introducing new eth-
nic products.

Halal Market

Canada has a Muslim population of more than 1 mil-
lion people. This is expected to triple over the next
20 years, reaching 2.7 million (or 6.6% of the total
population) by 20312

Evidence suggests that demand for halal products
is not being met within Canada'’s current $1 billion
market. Arecent survey found that 70% of Canadians
in halal households believe food manufacturers
do not do enough to meet their dietary needs,
and 61% do not find enough halal-certified prod-
ucts in major grocery chains.?” To meet demand,
Canadian retailers are introducing new lines of
halal-certified products.?®

Over half of Canada’s Muslim population lives in
Toronto, giving this city the highest concentra-
tion of Muslims in all of North America. Toronto
hosts North America's largest halal food festi-
val, attracting 27,000 visitors each year.

Indonesian exporters that are halal-certified will
have a competitive edge. Below are the most com-
mon halal certifications used in Canada:

\‘H\.I Halal Product Development Services
WA /] www.halalproductservices.com
\:‘“4:2}//

SRR

Halal Monitoring Authority
www.hmacanada.org

ISNA Halal Certification Agency
www.isnahalal.ca

Organic Trends

Organic product demand is the fastest growing
trend in ethical consumerism. Organic products
are increasingly going mainstream in the Canadian
market. More than half of Canadians believe that
organic farming is good to maintain a healthy envi-
ronment and consider organic foods a healthier,
more nutritious choice.

Food: The value of the Canadian organic food market
has tripled since 2006, far outpacing the growth rate
of other agri-food sectors. A diverse consumer base
is driving the sector, with 58% of all Canadians buy-
ing organic products every week. Industry experts
predict that sales of organic foods will eventually

25 Brian Ross, “The untapped potential of ethnic shoppers,” Canadian Grocer, (March 19, 2015).

2 The Future of the Global Muslim Population, Pew Research Center, January 27, 2011.

27 Chris Powell, “Halal consumers feel underserved by food manufacturers and retailers,” Canadian Grocer (February 24, 2015).
28 Salima Jivraj, “The halal experience at GIC," Canadian Grocer, (October 17, 2014).
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overtake conventional produce to become the
new norm in Canada.?® Indonesian coffee exporters
will find that success in this market will be linked
in large part to the quality and uniqueness of their
product, as well as how that product addresses
consumers' needs for convenience and nutrition.

There are currently seven national organic
farming certification bodies accredited by
the OKPO (Competent Authority of Organic
Agriculture), and a further seven international
certification bodies operating in Indonesia.
The Ministry of Agriculture has also devel-
oped IndoGAP (Indonesian Good Agricultural
Practices) standards for certification.

Other Consumer Trends

Private label trends

Private labels—when a foreign supplier manufac-
tures a product specifically for a retailer in Canada
under the name/brand of that retailer—account
for 18% of Canadian sales of consumer packaged
goods.3° Arecent survey found that 73% of Canadian
consumers believe private labels are a good alter-
native to brand names; 66% believe they offer good
value; and 61% believe they are as good as national
brands in terms of quality.3* Part of the popularity of
private brands is being driven by millennials (ages
18 to 34), who are less loyal to name brands and
more willing to try new products. Top selling private
label products tend to be commodity-driven and
high-purchase, including food (especially sauces
and condiments, meat, and bread), apparel, and
paper products. Suppliers interested in pursuing
private label contracts must be prepared to meet
strict retailer requirements.

SHARE OF PRIVATE LABEL SALES ACROSS CANADA

21.6%
o 19.9%

180% 189% 18.3%

I | 14.1% |

> 2 o e o O
,Oé .\{{\Q/ é)Q/ \"Z‘K\ ,\J\\QJ Q'

? ?;g\ ¥ o) Q@
X

Source: Nielsen Market Track, 2014
Based on share of consumer package goods

Canadian consumer “e-trends™:

e-commerce and m-commerce
Online: Online shopping in Canada
r ) represented 1.9% of total retail sales in
— 2014.32 Canada’'s online sales still lag
behind other countries like the United
States. (5.0% of totalretail sales). However, Canadians
are the highest Internet users of any G20 nation,
which suggests there is opportunity for online sales’
growth. A recent survey found that 82% of Canadian
Internet users have made purchases online in the
past year and 68% of these purchases were made
from retailers outside of Canada.33 Nonetheless,
Canadian-based retailers sold more than $136 bil-
lion in goods and services over the Internet in 2013,
and many are boosting sales with free online deliv-
ery above a certain price point.34 Within the grocery
sector, click-and-collect models are also poised for
growth, with Loblaws, Walmart and Overwaitea
now offering this program in select Canadian cities.

Mobile devices: Canadians are increas-
ingly using their mobile devices to make
purchases and to compare prices and

29 Carol M. Bareuther, “Interview with Former Shnucks Produce Executive Mike O'Brien," Produce Business, 31, 4 (April 2015).
30 Carman Allison, “Picking up private label’, Canadian Grocer (March 24, 2015).

3t Nielsen, Global Private Label Report, November 2014.

32 Food in Canada, Canadian Food Shopping Trends by Birgit Blain, November 18, 2014.
33 Errol Cerit, “Building Your Brand Online", Grocery Business, 5,2 (March/April 2015).

34 Statistics Canada, Digital technology and Internet use, 2013.
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products on-the-go while they shop in stores.3s
According to the Centre for Retail Research, mobile
devices could account for as much as 16% of online
sales in Canada by 20153° Leveraging online and
mobile sales will become increasingly important as
Canada's tech-savvy millennials begin to overtake
populations of seniors and baby boomers. A 2015
survey found that 20% of Canadians aged 18-34 have
made a purchase from a mobile device3”

Consumer Trends and Considerations in the
Beverage Sector

TFO Canada's web site (www.tfocanada.ca) con-
tains market information papers for relevant
sectors in Canada. These papers have information
on Canadian consumer trends, competition, distri-
bution channels, and other key information that is
useful to develop an Export Strategy.

According to Statistics Canada, over $10 billion in
non-alcoholic beverages was sold in Canada in
2015. While this number is high, per capita consump-
tion fell from 98 litres in 2011 to 82 litres in 2015.
Consumption of soda beverages has decreased
significantly, due to the rising age of the population
and the demand for healthier, less sugary alter-
natives. Consumers have begun to turn to health-
ier substitutes such as water and ready-to-drink
tea. Products that contain certain health benefits
should illustrate these benefits in their marketing.
Millennials in Canada tend to be more adventurous
in terms of trying unique flavours and new ingre-
dients. Imports account for approximately 20% of
the value of the Canadian non-alcoholic beverage
market. Canadian imports of beverages increased
in value by 10% from 2011 to 2015. The main source
of imported non-alcoholic beverages to Canada
is the US. with approximately 72% of total imports.
The largest category of imported non-alcoholic
beverages is the HS Code 220290, consisting of
non-alcoholic beverages excluding fruit and veg-
etable juices, which accounts for 32% of Canadian
imported non-alcoholic beverages. HS Code
220290 includes soy beverages, non-alcoholic wine
and beer, organic beverages, and chocolate drinks.
Imports under this category also have the highest

35 BrandSpark, Canadian Shopper Survey, 2015.

import growth rate of all non-alcoholic beverage
imports with a growth rate of 20% over the past
five years.

Organic product demand is the fastest growing
trend in ethical consumerism. Organic products
are increasingly going mainstream in the Canadian
market. More than half of Canadians believe that
organic farming is important to maintain a healthy
environment and consider organic foods a healthier,
more nutritious choice. The most popular organic
groceries among Canadian consumers were soya
drinks, with 2012 sales of $58 million—a 48% growth
over the previous year. Organic milk and coffee
were the next most popular items with 2012 sales of
$58 million and $47 million respectively. Interest in
ethnic foods continues to be evident, and a vibrant
and growing multi-ethnic population is promising
for suppliers of these products. Another develop-
ment on the Canadian food market is the increasing
popularity of fair trade foods, with most Canadians
concerned about worker exploitation, unfair trade
practices, and poverty in developing countries.
Between 2008 and 2011, it is estimated that the
number of customers for fair trade foods in Canada
increased from 14% to 17%. Growth opportunities
exist within the coffee production market in Canada
for organic and ethically-sourced coffee and prod-
ucts differentiated by their geographic origin and
blend (e.g., Arabica versus Robusta).

Ethical Consumers and Trends

Ethical consumers are a generic term for peo-
ple who buy products that are made with minimal
harm to the environment (including animals) and/
or to peoples' (including women and children) eco-
nomic and social well-being. In Canada, compa-
nies, governments, and consumers are increasingly
interested in buying ethically made products and
services. Environmental protection, human rights,
gender equality, worker rights, and fair wages—
these are all things that can significantly influence
Canadian buyers. Recent studies point to a main-
stream shift toward eco-friendly purchasing, with
86% of Canadians reporting they buy green prod-
ucts and 43% willing to pay more for products that

36 Melody McKinnon, “Canadian Mobile e-Commerce (mCommerce) to Grow in 2015", Canadians Internet (March 28, 2015).
37 Canadians Connected, E-commerce is going mobile, February 24, 2015.
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http://www5.statcan.gc.ca/cansim/a01?lang=eng

are responsibly and ethically produced.3® A large
group of Canadian consumers (33%) will look for
third-party certification, while 24% conduct their
own research to verify environmental claims. Within
the food market, more than half of Canadian con-
sumers buy organic products every week,3® and
46% say that sustainably sourced ingredients and
socio-economic concerns are important factors in
their purchasing decisions.4°

The UN Global Compact (www.unglobalcompact.
org/)is aninternationalinitiative to encourage com-
panies to operate in an environmentally and socially
responsible manner. It is based on 10 principles
related to Human Rights, Labour, Environment, and
Anti-Corruption. It is recommended that Indonesian
coffee exporters become familiar with these to bet-
ter understand Canadian buyer expectations.

Taking Advantage of Supplier Diversity
Supplier Diversity Programs (SDP) aim at increas-
ing opportunities for women-owned and minority-
owned businesses in the provision of products and
services to the global supply chain. Supplier diver-
sity is a procurement practice common in the U.S.
that is now on the rise in Canada. BMO, Telus, TD,
and RBC are examples of prominent businesses that
subscribe to SDP. It is worth noting that $7.3 million
in contracts were awarded to 226 global companies
as part of the large scale procurement required of
the Toronto Pan Am Games in 2015.4

A female-owned business is defined as4?

* 51% owned by a woman or women

» Day-to-day and long-term control of the busi-
ness is in the hands of women

» Contribution of capital or expertise by women

» Itis operated independently—not a pass-
through company

Indonesian businesses are eligible to become cer-
tified and to gain access to global procurement.
Female-owned and operated businesses may
become certified by registering with WeConnect
Indonesia and undergoing a Business Readiness
and Certification Assessment. This includes a
one-on-one evaluation and review of whether the

company meets the universal standards for certifica-
tion as a women's business enterprise. With the Seal
of Certification obtained, the company has access
to capacity building support, the women's online
community of corporate members, invitations to
forums, tips on accessing procurement processes,
and training workshops. For further information, see:
http:.//www.weconnectindonesia.org/en/indonesia

Environmental Expectations

Smalland medium sized enterprises (SMEs) export-
ing from Indonesia to Canada need to be aware of
environmental aspects of Canadian market trends.

Some key expectations from the Canadian market

include:

» Transparent information on where the products
come from and how they are made.

» Responsible use and protection of resources,
such as conservation of water and energy.

* Reducing environmental impacts, such as
greenhouse gas emissions and other pollutants
across the entire business cycle, from sourcing
raw materials, all the way to how products are
made and managed at the end-of-life (3 R prin-
ciples: reduce, recycle, reuse).

» Making and delivering products and services in
ways that create more value and less environ-
mental impact.

Regional profile: The province of British
Columbia has a strong reputation for envi-
ronmental awareness, with 71% of consumers
saying that the environmental performance
of retailers is a key factor in how they decide
where to buy.

SMEs can expect many business customers to
conduct comprehensive analyses of the overall
environmental performance of their products and
supply chains.

So what can Indonesian companies do to make
sure they meet the environmental expectations
of the Canadian market?

3 More consumers seeking out green products,” Greenhouse Canada (July 20, 2014).
39 Alicia Androich, “CEO Interview with Kevin Cleary: An Active Business', Canadian Grocer (March/April 2015).

40 “Deliver on Delicious", Grocery Business, 5, 2 (March/April 2015).

4 www.supplierdiversitycanada.ca.
42 www.WeConnectinternational.org.
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One effective way for an Indonesian company to
demonstrate and communicate its environmental
performance is by developing an Environmental
Management System (EMS).

How can an Indonesian firm implement EMS?
Register on the TFO Canada web site (www.
tfocanada.ca) as a Foreign Supplier and
download the full guide to learn how SME
exporters can successfully implement EMS
and demonstrate environmental performance
to Canadian buyers. ISO 14005 (www.iso.org)
also provides guidance for SMEs to design
and implement EMS,

An Environmental Management System (EMS) is a
systematic approach for a company to improve its
environmental performance. Companies use an
EMS to set and meet environmental goals (such as
reducing waste and emissions), to ensure compli-
ance with applicable environmental regulations,
and to drive continuous improvement in environ-
mental performance. The most widely recognized
EMS model is the International Organization for
Standardization (ISO) 14001, which is applicable
to organizations of all types and sizes. However,
adopting ISO 14001 can be a daunting task for SMEs
with limited resources. The ISO 14005, therefore,
provides SMEs a phased approach to building EMS.

When a company makes products using less
resources, less energy, and by creating less pollu-
tion, it will typically reduce its cost of production.
It may also enhance its relationship with communi-
ties, regulators, and employees.

Improvement in the management of environmen-
tal performance can lead to a number of business
benefits. Some of these benefits are very tangible
(e.g., reduced costs from conservation of energy),
while others are more intangible (e.g., enhanced
reputation with customers due to having good envi-
ronmental stewards).

Organic Trends

Organic product demand is the fastest growing
trend in ethical consumerism. Organic products
are increasingly going mainstream in the Canadian
market. More than half of Canadians believe that
organic farming is important to maintain a healthy
environment and consider organic foods a healthier,
more nutritious choice. The value of the Canadian
organic food market has tripled since 2006, far out-
pacing the growth rate of other agri-food sectors.
A diverse consumer base is driving the sector, with
58% of all Canadians buying organic products every
week. Industry experts predict that sales of organic
foods will eventually overtake conventional pro-
duce to become the norm in Canada.43 Exporters
will find that success in this market will be linked
in large part to the quality and uniqueness of their
product, as well as how that product addresses the
consumer's needs for convenience and nutrition.

43 Carol M. Bareuther, “Interview with Former Shnucks Produce Executive Mike O'Brien," Produce Business, 31, 4 (April 2015)
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Below are a few examples of what a company can
do to become more environmentally responsible.

ACTIVITY

DETAIL

Green certification

Organic certification

Reduce your
company's energy and
water inputs

Purchase cleaner fuels
for production

Source materials and
inputs locally

Use sustainable
materials for
manufacturing

Ensure responsibility
across supply chain

An eco-label logo can be used to proclaim that a product or service is
produced in an environmentally-friendly manner. Eco-labeling can be obtained
from an independent, third party certification body. There are hundreds of eco-
labels available in different countries for various consumer products. Canadian
consumers are often willing to pay more for a product that is certified “green
Products with green certification (eco-label) also have a greater chance of
finding markets in Canada with large retailers. On the other hand, it can be
technically complex and expensive to get certified.

Organic products mean goods that are produced without using synthetic
fertilizers, pesticides, hormones, genetically modified organisms, or other
substances which could potentially harm human health and ecosystems.
Unlike other green certifications which are voluntary, organic certification in
Canada is highly regulated. Products that are marked “certified organic” must
comply with strict and legally binding standards.

Using environmentally friendly packaging materials, such as biodegradable,
recyclable, or reusable materials (e.g., cloth bags for shoes).

Becoming a more efficient company, e.g., by reducing the use of resources
such as water and energy, is good for the environment and could significantly
reduce overall production costs.

Using cleaner fuels for production can reduce greenhouse gas and other
emissions, thus improving air quality.

Brands are increasingly demanding environmentally sound practices at every
stage in the value chain. These brands often look for companies that source
their materials locally, so that there is less pollution created from transportation.

For example, a clothing manufacturer could avoid using fibres from
endangered species or old growth forests. Instead, it could use sustainable
alternatives such as fabrics made from recycled materials and agricultural
residues, such as straw. A furniture manufacturer could avoid using wood from
endangered tree species or from unsustainably managed forests.

Partner with local suppliers who share your commitment to environmental
responsibility.
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Social Responsibility and Gender Equality
Expectations

Protecting the rights of individuals at work
and in business is based in international law.
Regarding women at work, the Convention on
the Elimination of Discrimination Against \Women
confirms the rights of women to work, own prop-
erty, and run businesses in full equality and free
from discrimination.

Human rights also have traction in the marketplace.
To gain access to Canadian and other international
markets, Indonesian coffee exporters must be ready
to meet the social responsibility expectations of
Western buyers who are increasingly asking ques-
tions about the conditions under which the product
was produced—with particular concern for human
rights, cultural preservation, gender equality, and
fair wages. Consumers want to see compliance
with international, national and local laws, and rules
and regulations. This includes worker health and
safety, wages and benefits, overtime, worker rights,
non-discrimination at work, absence of child and
forced labour, and transparent and fair complaint
processes. In addition to labour standards that apply
to both men and women, the International Labour
Organization (ILO) has two key conventions per-
taining to gender equality for 1) workers with family
responsibilities, and for 2) maternity protection.44

Western buyers are taking a close look at the value
chain for a product or service, and rights violations
at any stage may affect their decision to buy from a
particularcompany. Itis incumbent upon the export-
ing firm to account for not only their own practice,

but also for the practice of their suppliers. The firm
may develop and implement a Code of Conduct
for itself and suppliers, and consider subscribing
to principles promoted by the UN Global Compact,
the Base Code of the Ethical Trading Initiative, or
ISO 26000 voluntary guidance standard.

Gender equality is a consideration in most voluntary
standards. Some standards are industry-specific, such
as the ASC Shrimp Standard; some are generic, such
as ISO 26000 (the operation contributes to the health
and welfare of society); and others focus on organ-
ics—Llike USDA. What is common to the vast majority
of these standards are metrics relating to the concern
for women, work, and the community. In the case of
standards that involve third-party certification, firms
can objectively demonstrate that gender equality and
social responsibility are conditions of production.

Indonesian companies can benefit in a number of

ways by operating in a socially responsible manner.

Benefits can include:

* Increased sales in Canada by become a sup-
plier of choice

» Improved relationships with customers, com-
munities, and regulators

» Attracting the best employees

» Reduced risk to workers

* Increased employee morale, motivation, and
productivity

» Reduced costs of staff turnover

* Increased customer loyalty

The following is a list of factors to which an Indonesian
company can refer to see whether it is operating in a
legal and socially responsible manner.

DOES YOUR COMPANY COMPLY WITH ILO STANDARDS AND NATIONAL LAW?

O Employment is freely chosen and the rights of
freedom of association and collective bargaining
are protected

O

ing the right to a safe and healthy environment.
Working hours are not excessive, wage policy is
fair, and social security is met. There is no inhu-
mane treatment

Decent working conditions are provided, includ-

GOl Ratification of ILO C. 29, 87, 98, and 105
GOl Trade Union Act 21/2000
GOl Manpower Act 13/2003

GOl Manpower Act 13/2003

GOI Labour Security Act No. 3/1992

GOI National Social Security Act No. 40/2004
GOl Various Regulations

44 The International Labour Organization (ILO) maintains standards related to workers' rights and employment conditions. The
Government of Indonesia has ratified ILO core labour standards. http./www.ilo.org/dyn/normlex/en/f?p=1000:11200:0:N0O:1120

0:P11200_COUNTRY _ID:102938.
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O There is no discrimination in employment, hiring,
remuneration, promotion, or termination based on
religion, age, gender, origin, disability, and marital
status, etc.

O Special conditions are extended to women at
work—relating to night work, pregnancy, maternity
leave, nutrition breaks, transportation, and breast-
feeding. Women are not terminated for reasons of
pregnancy or marriage

O Recognizing the importance of children in family
production, there is protection for child workers. No
children aged 13-15 are hired unless for light work,
with parental permission, and with no interference
with schooling
Special conditions are extended to youth workers
(15-17). No children are engaged in hazardous work

O  There are mechanisms to address sexual harass-
ment and other workplace grievances

7
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Constitution of Indonesia

GOl Ratification of ILO C. 100 and 111

GOl Manpower Act 13/2003

Indonesia Human Rights Act No. 39/1999
GOl Disabled Persons Act No. 4/1997
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GOl Manpower Act 13/2003
GOl Ratification of ILO C. 82 and 138

GOl mandates that firms with 10 employ-
ees have internal regulations that include
provisions on sexual harassment and internal
complaint procedures

DOES YOUR COMPANY SUBSCRIBE TO VOLUNTARY MEASURES?

O Promote gender equality through the business
and supply chain, considering fair treatment and
non-discrimination; access to leadership and train-
ing; reduction of gender wage gap; and promotion
of well-being of family

O Extend labour protection to home-based workers
(who are usually women)

O Promote equality through community initiatives
and advocacy

O  Demonstrate ethical business practices. Provide
clarity to employees about acceptable behaviors,
particularly relating to gender equality

O Apply voluntary standards

Develop a Gender Equality Policy, set goals

and report on performance

Apply principles from:

* |LO C. 103, 183, 156 on Work and Family
(not ratified by GOI)

* ILOC. 89, 177, 175, and 189 on Night Work,
Home Work, Part Time Work and Domestic
Work (not ratified by GOI)

* UN Women's Empowerment Principles

Develop guidelines for home-based work
(see APINDO)

Develop a community outreach or social
program

Develop a Code of Conduct based on your
firm's values, and extend this to your suppli-
ers. Report publically

Consider: Fair Trade and ISO 26000
See ITC Standards Map4®

45 www.intracen.org/itc/market-info-tools/voluntary-standards/standardsmap/ provides and online platform to compare over

170 sustainability standards.
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Voluntary Certifications

In addition to complying with Canadian laws and
regulations, which is mandatory, exporters may wish
to pursue additional third-party certifications. These
voluntary certifications highlight the product's spe-
cific characteristics and unique value, whether they
are related to the product's safety, environmental
performance, social responsibilities, or a combina-
tion thereof. They also can increase confidence in
the quality of your product; 33% of Canadians check
for third-party certification when evaluating envi-
ronmentally and socially-responsible products.46
There are numerous voluntary certifications avail-
able for consumer products. Below are examples of
voluntary certifications commonly used in Canada:

Multi-sector
L.

FAIRTRADE
CANADA

www.fairtrade.ca

Cocoa, coffee, cotton, flowers, fruit, grains (rice/
quinoa), spices and herbs, nuts, oilseeds, coconut,
sports balls, sugar, tea, wine

g« Rainforest
- Alliance

www.rainforest-alliance.org
Bananas, cocoa, coffee, ferns and cut flowers, palm
oil, tea, forestry, tourism

Ecolego
Canadian EcolLogo Program
www.ic.gc.ca/eic/site/oca-bc.nsf/eng/cao2742.
html
Environmental sustainabilit

SZRR\

ISO

p\vro g

WWW.iSO.0rg
International Organisation for Standardization

Food and Beverages

et

2 gl 'Ij :
g, wad
Hrd-, ?-.':__\'
GLOBALG A F
www.globalgap.org

Covers food safety and traceability

www.haccpalliance.org
Food safety systems and hazard preventions

i -._!'fii,.;

e

L

L#
L)

ok O,
anot

Canadian Organic Logo
Products with 95% or more organic content

Erlaly b

www.mygfsi.com

Although sustainable standards and certification
is voluntary, it is becoming a de facto require-
ment for certain coffee buyers, especially in tra-
ditional market destinations (i.e., the US., Canada,
EU, and Japan). The coffee industry has seen a
visible shift in consumer choices towards ethically
derived coffee beans. Many Canadians are willing
to pay a premium for fair trade and organic prod-
ucts. Geographic labeling and leveraging organic/
ethical certification remain areas Indonesian coffee
exporters, especially small medium-sized export-
ers, could focus on as there is a high level of market
receptivity and typically command a higher margin.

46 Greenhouse Canada, More consumers seeking out green products, July 20, 2014.
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The only standard that has been codified into law in
many countries is organic. Canadian organic and dif-
ferentiated coffee imports are approximately 3 mil-
lion kg or about 18% of total coffee imports in 2011,
an increase of 16% from the previous year. Indonesia
supplied 5.4% of the global organic and differenti-
ated coffee that year# It is important to note that
Canada has organic equivalency arrangements with
the U.S., European Union, Japan, Costa Rica, and
Switzerland. This means that organic products cer-
tified by these countries are recognized by Canada,
and vice versa4® However, when the organic certi-
fied products are originated from a third country like
Indonesia, some restrictions apply.4°

For Indonesian coffee exporters interested in

making their organic coffee products available

in Canada market, the products must follow the

requirements below to be claimed organic for sale

in Canada:

» be certified by a CFlIA-accredited certification
body;

» bear the name of the certification body on the
product.

In accordance with the Organic Products
Regulations, the following organic claims are
allowed:

» "organic": the "Canada organic" logo may be
used only on organic products with organic
content greater than 95 per cent;

» "% organic ingredients"; the "% organic ingre-
dients" may be used on products that consist
of 70-95 per cent of organic contents, however
this type of product is not allowed to use the
"Canada organic” logo;

e "organic" in the list of ingredients: products
with less than 70 per cent of organic content
can identify organic products in the ingredients
list but are not permitted to use the "Canada
organic' logo.

To have your organic products certified by a cer-
tification body that has been accredited by CFIA,
refer to Certification Bodies Providing Organic
Certification Services—Canada.

For a list of Conformity Verification Bodies that have
agreements to assess, recommend for accred-
itation, and monitor certification bodies refer to
Conformity Verification Bodies.

Fair trade

Fair Trade is one of the most widely known voluntary
certification systems for products made in devel-
oping countries. Fair Trade is a trading partnership
between producers and consumers based on dia-
logue, transparency, and respect. It contributes to
sustainable development by offering better trad-
ing conditions and securing rights for producers
and workers, particularly in the South. Consumers
are actively engaged in supporting producers and
advocating for changes in rules and practice of
conventional international trade° Improving the
position of women is a critical element. Fair Trade
promotes underrepresented groups in leadership
and skill development. Women receive equal pay
to men for equivalent work and fully participate in
decisions concerning the use of benefits accruing
from production.

Fair Trade Canada reports that every year, a growing
number of Fair Trade certified products are avail-
able in Canadian stores and restaurants. In Canada,
they are sold mostly in supermarkets (60% of sales),
coffee shops (30%), and health food stores (28%). In
May 2013, Toronto was officially designated the larg-
est Fair Trade City in North America, with 273 retail
outlets and 155 cafés carrying two or more dis-
tinct Fair Trade certified products. When examining
demand compared to existing outlets, fast food
restaurants and discount stores offer the greatest
potential for growth.

47 http://www.dev.ico.org/documents/cy2013-14/sc-40e-organic.pdf.

48 http./www.inspection.gc.ca/food/organic-products/equivalence-arrangements/eng/1311987562418/1311987760268.

49 http://www.pro-cert.org/images/documents/Equivalency/Guide%20to%200rganic%20Equivalency%20Dec%202014.pdf.

50 A Charter of Fair Trade Principles adopted by Fair Trade International and the World Trade Organization (2009) ww\w.fairtrade-
advocacy.org/images/Charter_of_Trade_principles_EN_vi.2.pdf.
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http://www.inspection.gc.ca/food/organic-products/equivalence-arrangements/eng/1311987562418/1311987
http://www.inspection.gc.ca/food/organic-products/equivalence-arrangements/eng/1311987562418/1311987
http://www.pro-cert.org/images/documents/Equivalency/Guide%20to%20Organic%20Equivalency%20Dec%202014
http://www.fairtrade-advocacy.org/images/Charter_of_Trade_principles_EN_v1.2.pdf
http://www.fairtrade-advocacy.org/images/Charter_of_Trade_principles_EN_v1.2.pdf

To become Fair Trade Certified and be allowed to
display the Fair Trade mark, Canadian importers and
distributors must meet stringent international crite-
ria set out by Fair Trade International (FLO) and be
certified by an accredited, independent certification
organization.

Standards to be met for certification include
fair price and premiums; fair and safe labour;
environmental standards related to the product and
its manufacture; and credit and contracts. Fairtrade
Canada offers links to the standards required for
13 product groups through their web site: www.
fairtrade.ca/en-ca/buying-fairtrade

Coffee was the first agricultural product to be
certified as fair trade (in 1988). Fair trade coffee is
available at the retail and foodservice outlets in
Canada. There is a growing specialty market among
consumers concerned about ethical conditions
of traditional coffee production and harvesting
practices in rural or developing areas. In Canada,
this translates to consumers that are willing to pay a
premium for fairly traded products.

ISO 26000

ISO 26000 is the international standard for social
responsibility. It contributes to global sustainable
development by encouraging businesses and other
organizations to practice social responsibility to
improve theirimpacts on workers, their natural envi-
ronments, and their communities. As a voluntary
guidance standard, it does not contain the require-
ment of certification. The key principles of ISO 26000
are accountability, transparency, ethical behaviour,
respect for stakeholder interests, respect for rule of
law, respect for international norms, and respect for
human rights.

For guidance on applying the standard, please see
the Handbook for Implementers, Global Guidance
Standard for Social Responsibility for Small and
Medium Size Businesses (May 2011).5*

The most relevant schemes for coffee in Canada
include Fairtrade, I1ISO 22000, Rainforest Alliance,
C.AFE, and organic labels. In terms of exporting to
Canada, Indonesian coffee exporters must receive

51 www.ecologia.org/isosr/ISO26000Handbook.pdf.
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organic certification from an accredited body. In
Indonesia, BIOCert Indonesia, based in Bogor, West
Java, is accredited by the CFIA. The company, which
was established in 2002 by the Indonesian Organic
Alliance and is accredited under ISO 17065, has
served as the auditing body for Rainforest Alliance’s
Agriculture Certification Program since 2008. Once
certified by BioCert Indonesia, exporters can choose
to use the Canadian organic logo.

According to the International Trade Center's
Standards Map, there are 24 standards relevant for
Indonesian coffee destined for Canada.

The Canadian Trade System

Trade Between Canadian Provinces

In Canada, there remain significant trade barriers
between provinces. These can limit the movement
of people, goods, and services from one province
to another. Minor differences in regulations, stan-
dards, and licensing programs are all examples
of some of the trade barriers between provinces.
Canada is working to reduce these inter-provincial
barriers through the Agreement on Internal Trade
(AIT) (www.ait-aci.ca/index_en.htm).

An experienced Canadian partner will have a
good understanding of inter-provincial trade
barriers related to a specific product or service
and can help with distribution across Canada.

International Trade

Canada has Free Trade Agreements (FTA) with
15 countries and is in discussion with over 30
additional countries. Exporters from countries that
have an FTA with Canada can benefit from reduced
or eliminated tariffs and other non-tariff barriers to
trade, such as quotas or technical barriers. www.
international.gc.ca/trade-agreements-accords-
commerciaux/agr-acc/fta-ale.aspx?lang=eng

Trade Relations with Indonesia

Canada and Indonesia maintain strong and
friendly bilateral relations. Canada is represented
in Indonesia by the Embassy of Canada in Jakarta,
which also provides trade commissioner services.
Indonesia is represented in Canada by an Embassy
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http://www.biocert.co.id/
http://www.organicindonesia.org/
http://www.organicindonesia.org/
http://www.inspection.gc.ca/food/organic-products/labelling-and-general-information/certified-choice/eng/1328082717777/1328082783032
http://www.standardsmap.org/identify

in Ottawa, as well as consulates in Toronto and
Vancouver. Both the Ottawa and Vancouver offices
provide trade promotion services.

Products made in Indonesia receive Most
Favoured Nation (MFN) status.

Canada and Indonesia are partners in a num-
ber of multilateral organizations, such as Asia-
Pacific Economic Cooperation (APEC), the G20, the
World Trade Organization (WTO), World Customs
Organization, and Codex Alimentarius. This attests
to a shared commitment to the Asia-Pacific region
and multilateral cooperation.

Canadian Import Market
Size of the Market

CANADIAN IMPORTS ON THE RISE

($CAD billions, excludes minerals)
$411

$380

2011

2012 2013

Excludes minerals (HS codes 26-27 and 71-80)
Source: Innovation, Science and Economic Development
Canada, Trade Data Online, 2014

$512 billion
Total Canadian imports, including minerals

$411 billion

Imports excluding minerals

o 11th largest import market in the world
e 5% average annual growth

» Imports represent 31% of GDP

85% of imports

go to Ontario, Quebec and B.C.

Alarge portion of these imports are then distributed
to other provinces
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CANADIAN IMPORTS BY PROVINCE
Value in millions of $CAD
Excludes minerals (HS codes 26-27 and 71-80)

0
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Share Growth é’e

Imports of Total Rate®
Province (2014) Imports  (2010-2014)
Canada 411,288 100% 5%
Ontario 258,355 63% 5%
Quebec 54,673 13% 4%
British 36,522 9% 4%
Columbia
Alberta 22,123 5% 8%
Manitoba 12,223 3% 12%
New 0,450 2% 4%
Brunswick
Saskatchewan 9,183 2% 7%
Nova Scotia 5,867 1% -1%
Newfoundland 2,652 1% 5%
and Labrador
Nunavut 03 0.02% 27%
Yukon Territory 69 0.02% -5%
Prince Edward 77 0.02% 13%

Island

Source: Innovation, Science and Economic Development
Canada, Trade Data Online, 2014. Data not available for
Northwest Territories.

"Growth rate is the compound annual growth rate (CAGR) over
five years (2010-14).

Imports by Region and Country

The United States remains Canada's largest trading
partner, accounting for more than half of all imports
in 2014.

Europe continues to be a major exporter to Canada
but has been surpassed by Asia, especially China.
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CANADIAN IMPORTS BY REGION

CANADIAN IMPORTS FROM ASEAN IN 2014

O 54% United States
0 23% Asia

O 13% Europe
O 8% Latin America
O 2% Other

Imports from Latin America are also strong, led
by Mexico, a signatory to the North American Free
Trade Agreement (NAFTA).

Canadian imports from Southeast Asia have been
increasing in total amount and in percentage
of total imports worldwide. In 2005, Canadian
imports from Southeast Asia represented 2.5% of all
Canadian imports. This figure increased slightly in
2014 to 3%.

0 22% Vietnam
O 21% Thailand
O 20% Malaysia
O 11% Indonesia

0 10% Philippines

O 9% Singapore
7% Cambodia
<1% Other

Source: Innovation, Science and Economic Development Canada,
Trade Data Online, 201452

While most ASEAN countries have maintained
a similar percentage of Canadian imports from
ASEAN over the past 10 years, 3 countries have
seen a major change.

Malaysia's overall percentage of Canadian imports
from ASEAN decreased significantly from 32% in
2005 down to 20% in 2014.

Cambodia's overall percentage of Canadian imports
from ASEAN increased from 2% in 2005 to 7% in
2014, and Vietnam's percentage increased from 7%
to 22% over the same time period.

CANADIAN IMPORTS BY ASEAN COUNTRY
Value in millions of $CAD
Excludes minerals (HS codes 26-27 and 71-80)

% of Canadian
imports from

% of Canadian
imports from

Country 2005 ASEAN countries 2014 ASEAN countries
Vietnam 551,768 7% 2,699,763 22%
Thailand 1,822,404 23% 2,522,221 21%

52 Regional breakdown based on countries with imports valued over $500,000. Excludes $3.2 billion in re-imports to Canada.
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CANADIAN IMPORTS BY ASEAN COUNTRY
Value in millions of $CAD
Excludes minerals (HS codes 26-27 and 71-80)
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% of Canadian % of Canadian

imports from imports from
Country 2005 ASEAN countries 2014 ASEAN countries
Malaysia 2,532360 32% 2,371,221 20%
|nd°nes'a910412 ..................... 1 2% .......................... 1 391442 ................... 1 100 ........................

Ph Il I ppl nes ................ 8 9 6 063 ................... 1 10 o ........................... 1 181794 ................... 1 O% ........................

Smgapore 965772 .................... 1 2% .......................... 1 135161 ................... 9 % .........................

CambOdla .................. 1 31437 ..................... 2 % ............................ 8 2 6983 .................... 7 % ..........................

Other ......................... 2 14 06 ...................... < 100 .......................... 3 7303 ...................... < 1% ........................

TOtalforASEAN 7 831624 ................. 1 oo% ....................... 1 216 5891 ................ 1 oo% .....................

Source: Innovation, Science and Economic Development Canada, Trade Data Online, 2014.

Indonesian Exports to Canada Canada is not among Indonesia’s top 20 export des-

Indonesian exports to Canada have been growing tinations. Exports to Canada account for less than

steadily, at a compound annual growth rate (CAGR) 0.75% of Indonesia's exports. Indonesia’'s primary

of approx. 5% over the last 5 years, which is the same  exports to Canada are in 3 product areas: rubber

as the overall rate of growth of Canadian imports. articles, electronic machinery, woven clothing, and
articles of apparel.

CANADIAN IMPORTS BY COUNTRY
Value in millions of $CAD
Excludes minerals (HS codes 26-27 and 71-80)

2005 2010 2011 2012 2013 2014 CAGR

Indonesia 910 1,115 1,356 1,242 1,281 1,301 5%

Total All Countries 304,333 324,002 346,689 364,679 380,022 411,376 5%

Source: Innovation, Science and Economic Development Canada, Trade Data Online, 2014.

Demand for Indonesian Products in Canada
Many opportunities exist for Indonesian compa-
nies looking to export to Canada. The following
table provides a breakdown of the top sources of
Canadian imports by region and country for select
products:
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CANADIAN IMPORTS BY TOP SOURCES

Coffee, not roasted, not decaffeinated

HS ogo111 Imports 2014 % of total Growth rate” Rank s
TOTAL 713,805,000 100 6% 9
COlombla ................... 2 1128 1000 JEUTTRT 3 o% .......................... 5 % ............................ 1 ............................
Braz|l9748500022% .......................... 1 O% .......................... 2 ............................
Guatemala974850001400 .......................... 5 % ............................ 3 ............................
mdones'a ................... 2 9087000 400 ............................ 1 2% .......................... 6 ............................

Source: Innovation, Science and Economic Development Canada, Trade Data Online, 2014
"Growth rate is the compound annual growth rate (CAGR) over the past five years (2010-14).

Market Comparison: Canadian and the U.S.

Although Canada's market is approximately 10% the
size of the US. market, it actually imports almost
twice as much as the US. on a per capita basis.

MARKET COMPARISON: CANADA AND THE U.S.
PER CAPITA

Canada U.sS.

Imports represent 31% of GDP in Canada, while in
the U.S., imports only represent 16% of GDP. GDP $46.331 $50.744

Exports $14,706 $5,656
MARKET COMPARISON BETWEEN oo
CANADA AND THE USS. Imports $14.342 $8.170

Canada us. Values in $CAD estimates (2014)

Source: Canadian & US Government sources, Trade Data Online
Population 357 million GU7 RILlON
GDP $1,654 billion $16,086 billion
Exports $525 billion $1,793 billion
Imports $512 billion $2,590 billion

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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A. Regulations on the Exports

of Goods
Exporters need to know important matters con-
cerning goods to be exported, such as their status
in relation to the goods: whether they are producers
of the goods, or traders acquiring goods from vari-
ous production centers.

In an effort to improve the effectiveness of exports,
exporters also need to know some provisions/reg-
ulations on goods to be exported (both Indonesian
government regulations and regulations of the
export destinations). In accordance with Indonesian
Minister of Trade Regulation number 13/M-DAG/
PER/3/2012 dated March 19, 2012, exported goods
are classified into three categories, namely:

1. Export-Free Goods

Export-free goods are goods that may be exported
freely without Llimitation and prohibition. Every
exporter who has a license as exporter from the
Ministry of Trade or other technical institution is free
to export goods listed in the law.

2. Export-Controlled Goods
Export-controlled goods are goods which are con-
trolled both in numbers and types.

Grounds:

» To protect national security and public interest.

e To protect human health, animals, plants, and
environment.

o To comply with existing international treaties/
agreements signed and ratified by the
government.,

e Limited supply in domestic market/for conser-

nex 0—Indonesian
Reguirements
Processes
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Limited capacity of export market countries/
destinations, and/or

Limited availability of raw materials needed by
the processing industry.

Export-controlled goods include:

Rattan, Wood, Ox, Crocodile Skin, Napoleon Fish/
Fish Seeds, Palm Kernel Oil, Oil/Gas, Precious
Metals, Urea, Waste, and Scrap.

3. Export-Prohibited Goods
Goods prohibited from exporting should not be
exported due to the following considerations:

Damage to the environment and ecology.
Threats to national security/the public interest,
including social, cultural, and morale threat

in society.

Protection IPR.

Protection of human life and health.
Compliance with International treaties/agree-
ments signed and ratified by the government.

Export-prohibited goods include:

Agricultural products: baby fish and arowana
fish, glass eel seeds, Botia ornamental fish,
prawns and shrimp of 8 cm, and panaedae
shrimps.

Forestry products: round wood, flakes raw
materials, rail pads or trams made of wood and
saw timber.

Marine Products: sea sand.

Mining Products: tin ores and concentrates,
ashes and residues containing arsenic, metals
or their compounds, etc. mainly containing lead,
precious stones.

vation purposes. Other regulations regarding exports can be found

on the web site of the Ministry of Trade of the
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Republic of Indonesia (www.kemendag.go.id), in thes.

News menu. The regulations include;

e Minister of Trade Regulation number 38/M-
DAG/PER/5/2015 concerning the Export
Benchmark Price (HPE) of Agriculture and
Forestry Products subject to export duty.

» Minister of Trade Regulation number 37/M-
DAG/PER/1/2014 concerning Procedures to
Determine the Export Benchmark Price (HPE)
of Processed Mining Products subject to export
duty:.

e Minister of Trade Regulation number 13 Year
2012 on General Provisions regarding Exports.

» Minister of Trade Regulation number 28/M-
DAG/PER/6/2013 concerning types of export
& import licensing, standard operating pro-
cedures, and the service level arrangement
using the electronic system through Inatrade
in the framework of Indonesian national single
window.

e Minister of Trade Regulation number 22/M-
DAG/PER/3/2015 on conditions and proce-
dures for the issuance of a certificate of origin
for goods from Indonesia.

» Minister of Trade Regulation number 04/M-
DAG/PER/1/2015 concerning Conditions of Use
of Letter of Credit for Export of Certain Goods
(attached).

» Minister of Trade Regulation number 26/M-
DAG/3/2015 on specific provisions for exe-
cution of a letter of credit for export of certain
goods.

e Minister of Trade Regulation number 60 Year
2010 on Issuing institutions of SKA (Certificate of
Origin) & and Minister of Trade Regulation num-
ber 21 of 2012 on the Amended Minister of Trade
Regulation number 60 of 2010.

B. Export Procedures

In general, the export procedures are:

1. Exporters and importers enter into
correspondence and agree to make a Sales
Contract.

2. Importers apply the opening of L/C to its
foreign exchange bank abroad/opening bank.

3. The opening bank sends L/C confirmation to
its correspondent bank in Indonesia, asking the
correspondent bank to notify exporters.

4. The correspondent bank/advising bank notifies
exporters through L/C advice.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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The Exporter prepares the goods.

6. The Exporters book a space for the goods with
the shipping company.

7. The Exporters take care of the export formalities '@
by filling out a goods export notification (PEB) 9
and making the export tax payment and then
PEB is approved by customs.

8. In loading goods to the cargo ship, a shipping
company provides Bills of Lading to exporters.

a. Ifthe L/C requires the COO document to
be attached, the exporter should obtain the
document from the COO issuing agency.

9. After preparing all the documents required by
L/C, exporters then negotiate with the bank
for payment.

10.Send the documents required by the L/C from
the negotiating Bank to the opening bank.

11. The opening bank forwards the documents to
importers.

12. The importers submit the documents to the
shipping agent in exchange for the delivery
cargo.

*
L
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C. INCOTERMS (International
Commercial Terms)

Definition of Incoterms

Incoterms is a common set of rules issued by the

International Chamber of Commerce (ICC) which

stipulates the rights and obligations of sellers

(exporters) and buyers (importers) in conducting

international trade.

In the case of sale and purchase transactions, it out-
lines costs and requirements that should be borne
by the seller at the time of goods delivery, and
which subsequently should be borne by the buyer.

D. How to Establish an Export
Business
An Indonesian export company should meet sev-
eral requirements, among others:
1. It should be a legal entity in the form of:
» CV (Commanditaire Vennotschap)
* General partnerships
» PT. (Limited Liability Company)
» Persero (State share Company)
* Perum (Public Company)
» Perjan (Service Company)
* Cooperative
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2. Have a TIN (Taxpayer Identification Number)
3. It must have a license issued by the
government, such as:

a. Business license (Trade Business License-
SIUP) from the Ministry Trade (domestic
companies) and BKPM (foreign/joint
ventures)

b. Export identification number (A.P.E) by
Ministry of Trade

E. Preparing to Export
(Administration, Legality of
Exporters, Preparation of Goods,
Preparation of Export Marketing)

Preparations that individuals or companies need

to perform as an export business before doing the

exports:

1. Administration Preparation

An entity/company undertaking international
business should have an office (a permanent or
a long-term based contracted place/location)
with communication facilities and English speak-
ing operational personnel and “Company Profile”
material as a source of information for a potential
buyer (importer).

For example:

COMPANY'S NAME & LEGAL ENTITY (PT/CV)

Address: JI

NO. o

Indonesia

Telephone NO. ...

FACS NO. s

BUSINESS Profile ...

ProdUuct TYPE rvvvvvvvvvvvssssssssssssssssssssssssssssess

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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2. Legality of Exporters

Based on the Minister of Trade Regulation number

13/M-DAG/PER/3/2012 dated March 19, 2012 on

General Provisions regarding exports:

a. Goods to be exported are grouped into: export-
free goods, export-limited goods, and export-
prohibited goods.

b. Exports can be executed by: individuals,
institutions, and business entities (whether
legally incorporated or non-legal entities).

c. Institutions or business entities that export
limited types of goods should meet
requirements, such as: be recognised as
a registered exporter and have an export
approval, a survey report, certificate of origin,
other documents as required by laws and
regulations.
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Requirements for exporters using export-free goods,

among others:

» Business license from a technical ministry/
non-ministerial government institution

o Company Registration Certificate

» Taxpayer Identification Number (TIN)

e Other documents required by laws and
regulations.

Requirements for exporters of export-limited goods
include:
» Business license from a technical ministry/
non-ministerial government institution
» Company Registration Certificate
» A Tax Payer Number
» Customs Identification Number
» The requirements relevant to the type of goods,
such as:
— Recognition as Registered Exporter (ET)
— Export Approval (PE)
— Surveyor's Report
— Certificate of Origin
— Other documents required by laws and
regulations.

3. Preparing Products/Goods

The exporter needs to carry out the following steps

in preparation for goods to be exported:

A) Physical preparation of goods:
Exporters need to prepare the goods physically
in order to understand the ins and outs of the
goods to be exported. This includes taking
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part in technical production, quality standards,
packaging, and the provisions of international
requirements or of overseas market demand
(Quantity, Quality, Packing, Labeling, Marking,
and Time Delivery), as well as the calculation
of costs and, ultimately, setting the product's
selling price.

B) Products profile (information about the product):
Generally, importers are interested in purchasing
a product after getting examples and
information about the products offered. Thus the
exporters need to create a “Product Profile.”

For example:

PT. KARYA NUSA

Name of Product: (English & Latin)

HS Code/SITC ..o

SPECIICALIONS ovvvvvvvvii s
"MALENIALS oo,
"DIMENSION oovvvvvviiissnssssssssssessssssssssssssssssnn s
"Packing

CAPACILY e

PrICE oo ssssssssssssssssssssssssssssssssss s

Terms of trade

PRODUCT PHOTO

4. Export Licensing Through INATRADE

On March 5, 2007, the Indonesian Trade Minister
inaugurated the establishment of the Trade Services
Unit (UPP). Entrepreneurs wishing to obtain export
and import licenses can apply for licensing through
the Foreign UPP counter. One facility provided by
the UPP enables an applicant to monitor the status
of its licensing application online (to know whether
itis stillin progress, has been completed, or denied)
through a system called INATRADE.

INATRADE is an online export and licensing service
of the Ministry of Trade within the framework of the
Indonesia National Single Window (INSW). Through
the INATRADE system, all internal license process-
ing is done, starting from the receipt of a person's

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

application through the UPP Foreign Counter or
the INATRADE portal (http:/inatrade kemendag.
go.id) to the processing unit. The processing unit
of INATRADE for Foreign Trade consists of the
Directorate of Import, the Directorate of Export for
Industrial Products and Mining, and the Directorate
of Export for Agricultural and Forestry Products, as
well as the Executive Board.

The INATRADE system provides export and import
licensing services electronically through two
means, namely, manually via the UPP or online
through INATRADE portal.

One of the facilities provided by this system is the
tracking system, where the parties applying for
licenses electronically can determine the extent to
which applications have been processed. In addi-
tion, those who have obtained licenses electroni-
cally are also able to update their data (updating).
Through INATRADE, licensing service can be car-
ried out quickly, accurately, easily, and cheaply, and
this is expected to enhance the competitiveness of
Indonesian export products, as well as the perfor-
mance of public services at the Ministry of Trade.

F. Procedure to Obtain an Export
Permit Online

e Online Licensing
The “Access to INATRADE" menu is the reg-
istration menu used by users to get access
to INATRADE online services. Users use
the access to submit online applications for
import-export licensing to the Ministry of Trade
and for some other facilities. Before using the
online services of INATRADE, users should first
register via the INATRADE portal.

» In-Person Licensing Procedure
For companies with no internet facilities, the
Ministry of Trade still receives licensing appli-
cations in person. The applicant comes to the
Services Trade Unit located on the second floor
of the main building of the Ministry of Trade,
Jalan M.l Ridwan Rais No. 5 Jakarta Pusat. At
present, the licensing services provided by the
Trade Services Unit of the Ministry of Trade
are licenses for foreign trade, domestic trade,
Standardization and Consumer Protection, and
licenses issued by the Commodity Futures
Trading Regulatory Agency (BAPPEBTI).
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G. Customs Procedures

Customs Law number 10 of 1995 defines exports

as the sending/transporting of goods from a cus-

toms area, meaning that all export activities must

be conducted in accordance with the Customs Law.

Procedures required by customs are:

1. Exports can be performed by any company or
individual with the right to export after obtaining

a Business License/Permit from the Technical

Ministry and a Company Registration Certificate.

2. Goods to be exported shall be notified to

the customs office using the Goods Export

Notification (PEB/BC3.0) which can be obtained

by filling out the form or by sending it to

customs through electronic media. The exporter
shall fill out all the columns in the form correctly
and in full.

3. Customs Procedure:

A) The PEB Registration should be attached
with a NIPER (Company Identification
Number) and the supporting documents
(Packing list, Invoice, Export licensing).

B) Transport of export goods into the customs
area.

C) Inspection of goods to be exported and
document verification. If the export goods
are subject to export tax, the export tax
must be paid in advance. This also applies to
goods subject to excise.

D) The Export Tax (PE) is set based on the
Export Benchmark Price (HPE).

E) The tax rate is the ad valorem tariff with the
following tax formula:

PE= TPE x HPE x JSB x exchange rate

F) Export benchmark price (HPE) is determined
by the Minister of Trade through a Minister
of Trade Regulation which is valid for a set
period of time.

G) PE is Export Tax, TPE is Export Levy, JBS
is the Number of Units of Goods, and the
exchange rate is the ratio of foreign currency
and rupiah as set by Indonesia Minister of
Finance.

H) Payment or deposit of the export levy can
be made at one of two places, namely:

A Foreign Exchange Bank or the Office
of Customs and Excise, by way of cash
payment and the receipt of documents
submitted.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

I) Approval and loading of export goods to the
transportation facility.

H. The Handling/Completion of
Export Transaction Documents
After the process at Customs is complete and
goods have been loaded for transportation, export-
ers need to obtain a Certificate of Origin (COO) or
SKA at the District/City/Provincial Office of Industry

and Trade.

The export transaction document consists of:
Commercial/Invoice

Packing list

PEB (Goods Export Notification)

Bill of Lading (BIL) or Air Way Bill (AWB)

COO (Certificate Of Origin)

Other certificates include the Goods Quality
Certificate from Surveyor and the Marine Cargo
Insurance from the insurance company when
the terms of trade is CIF.

o0 A wN e

Alloriginaldocuments are sent to the bank (Advising
Bank) for processing. Payment settlement is done
by the Issuing Bank (bank abroad/importers), then
a copy of a set of documents is sent directly to
buyers/importers, and another set is kept as an
archive of the company/exporter.

|. Definition of Certificate of Origin

A Certificate of Origin (COO) is a document that is
made based on the terms set in bilateral, regional,
and multilateral agreements, as well as the unilat-
eral provision of a particular country that should
accompany Indonesian export goods entering
the territory of a certain country. It attests that the
goods are wholly produced and/or processed in
Indonesia.

There are 2 types of COO in international trade,
namely:

1. Preferential COO

COO which serves as a requirement for getting
preferences for certain export goods, so that they
will enjoy tariff reduction or exemption given by
countries extending these privileges.
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Types of preferential COO are:

e GSP-+COOFormA

» CEPT for AFTA --+ COO Form D

» A certificate regarding traditional handicraft,
batik, or cotton fabrics

» A certificate regarding certain handcraft
products

» Acertificate in relating to silk or cotton
handloom products

» An Industrial Craft Certification (ICC)

» Aglobal system of trade preference certificate
of origin

» A certificate of handcraft goods (Form H)

» A certificate of authenticity

e China --+ COO Form E

e Form Annex Ill (Mexico) -+ for 3 commodities:
textile, garment, and footwear

» Form AK (Korea)

» |JEPA JUapan)

2. Non-Preferential COO

COO serves as a control document or document of
origin of goods that are included with the exported
goods to enable them to enter a foreign country.

Types of Non-Preferential COO include:

e |CO Certificate of Origin

» Fisheries Certificate of Origin

» Certificate of Origin for Imports of Agricultural
Products into the EU

» Export License (Textile Products)

o Certificate in Regard to Handlooms Textile
Handicraft

» Traditional Indonesia Batik Handicraft and
Traditional Textile Product of Home Industry

» Certificate of Origin (Textile Product) --i> COO
Form TP

* Republic of Indonesia Department of Industry
and Trade Certificate of Origin Form B

» Certificate de Pas de Origin

Issuing Institution for COO

Basis for agencies/offices/district/cities to be

assigned a COO.

e There are adequate export activities

» There is a foreign exchange bank

e Thereis an export port (land, sea, air) which is
open to foreign/international trade

e Thereis an export-oriented industrial park

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada
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Based on the Regulation of the Minister of Trade
of the Republic of Indonesia Number: 59/M-DAG/
PER/12/2010 concerning provisions on the issu-
ance of Certificates of Origin for Indonesia's export
goods, see as follows:
» Exported goods which should be accompanied
by a COO are:
Moving goods
Passenger goods
Goods of the cross-border persons
Diplomatic goods
Goods for mission purposes:
— Goods for religious mission
— Goods for sporting mission
— Goods for art mission
— Goods for cultural mission
— Goods for research
— Goods for humanitarian mission
6. Souvenirs/gifts
7. Shipments goods
8. Goods for exhibition purposes
9. Samples
10. Indonesian crafts
11. Goods to be sent abroad and to be returned
to Indonesia
12. Indonesia’s customs

[ ON

*
L

g
o

e

0

&

oA W e

For an updated list of Certificate of Origin
providers, please go to: http://e-ska.
kemendag.go.id/cms.php/home

The application for issuance of SKA is to include the

following supporting documents:

A) A photocopy of the Goods Export Notification
(PEB), which has been approved by officers of
the Customs and Excise Office at the port of
loading, or a print out of PEB made in Electronic
Data Interchange (POE) and attached with
Export Approval Note (NPE);

B) Original copy of Bill of Lading (B/L), or a
photocopy of Air Way Bill (AWB), or a photocopy
of Cargo Receipt, if the export is through sea
ports:;

C) A photocopy of Taxpayer Identification Number
(TIND);

D) An invoice;

E) A packing list; and

F) Other documents that are relevant to the type
of COO, based on the purpose.
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The application for the issuance of COO for export

goods for specific purposes should be accompa-

nied by the following supporting documents:

A) Proof of purchase for the goods that need COO
and/or

B) A photocopy of identity card (KTP) for the
Indonesian citizen or a photocopy of passport
for foreign a citizen/tourist or power of attorney
from the goods owner, if using the services of a
Courier Service Company.

Letter of Application for COO for

Certain Goods

The COO-issuing agencies for the export of certain
goods are stipulated in the Regulation of the Minister
of Trade of the Republic of Indonesia Number 21/
M-DAG/PER/4/2012, on the Amendment to the
Regulation of the Minister of Trade of the Republic
of Indonesia Number 60/M-DAG/PER/12/2010
on Issuing Agencies of Certificates of Origin for the
Export of Certain Goods.

A Step-by-Step Guide for Indonesian Coffee SMEs to Export to Canada

Settlement of Export Payment
If exporters have loaded or sent goods and pre-
pared documents in accordance with the terms
stated in the L/C or sales contract, the exporter
should then send or submit the documents to the
bank for negotiation/payment. Submission of those
documents should be accompanied by a letter from
the company/exporter or a form that is provided by
the bank. Types of documents to be submitted to
the advising bank are:
A) Commercial/invoice
B) Packing list
C) Bill of Lading (8/L)
D) Bill of Money Order (draft) to the buyer/
importer
E) Supporting or other necessary documents, such
as:
— PEB (goods export notification) that has
been stamped & approved by customs to be
loaded at the port of loading.
— Certificate from surveyor, or other certif-
icate if buyers ask for additional specific
document.
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ANNex 7—
Why

Example—Why Export?

In many cases, a company can make more money
per product unit when selling directly to the con-
sumer. In the example below, if a company sells
directly to the consumer, they will receive a profit of
$10 per unit, but if they use an intermediary to sell
to the consumer, their profit reduces to $6 per unit.

However, using an intermediary could actually
cause the company's overall profit to increase
because the company is able to sell to many more

&

—xample:
—Xport?

customers. In the example below, when the com-
pany sells directly to the consumer, it is only able
to reach 25 customers, which equals a total profit of
$250. If the company uses an intermediary, on the
other hand, it is able to reach 100 customers, which
equals a total profit of $600.

In this way, Indonesian companies looking to
increase their number of customers significantly
may consider exporting as a good way to increase
their company's overall profit.
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PROFIT=10><$25=
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TP SA CANADA-INDONESIA TRADE AND
PRIVATE SECTOR ASSISTANCE PROJECT

Canada Centre, World Trade Centre 5, 15th Floor

JU Jend. Sudirman Kav 29-31 Jakarta 12190, Indonesia
P: +62-21-5296-0376, or 5206-0389

F. +62-21-5296-0385

E: greg@tpsaproject.com

TPSAPROJECT.COM




