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ith the collapse of the subprime
mortgage market, the melt-

down on Wall Street, oil prices
reaching close to $150 a barrel, and the
tripling of wheat and rice prices setting
off export controls, 2008 will widely be
remembered as a year of crises—and a
time when individuals and industries alike
began to retrench and rethink the way
they do business. For many companies,
change has meant diversification; and for
those driven solely by domestic activity, it
has often meant incorporating interna-
tional trade into their business plans.

According to the latest data from the
U.S. Department of Commerce, in one
year, 4,636 companies exported goods
and services from Connecticut to foreign
markets. Of those, 89% were small and
medium-sized enterprises with fewer
than 500 employees, generating 30% of
the state’s total exports of merchandise.
According to our survey, more than one
in ten Connecticut exporters joined the
market in the last six months alone.

“There weren’t many positives about the
state of our economy in 2008,” Gov. M.

Jodi Rell remarked in a February 2009
press conference, “but exports have
been a true strength for Connecticut
throughout an otherwise grim year.”

In fact, data supplied by the World
Institute for Strategic Economic Research
show Connecticut exports have been
growing steadily, nearly doubling from
$8.1 billion in 2003 to $15.3 billion in
2008. More or less keeping pace with
exports nationwide, which grew 12%

in total dollar value over the past year,
Connecticut exports closed out calendar
2008 with an increase of almost 11%

over 2007.

Which industries are Connecticut’s larg-
est exporters, and who are our biggest
trading partners? What percentage of
exporting companies’ revenues comes
from international trade? How have the
current U.S. recession and global down-
turn affected exporters? For businesses
that have not entered the foreign market,
what barriers stand in the way?

Those are a few of the questions CBIA
explored in its 2009 International Trade
Survey.
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By the numbers

More than half (53%) of the 534 businesses par-
ticipating in our survey—274 respondents—
export goods or services to foreign markets. This
is a significant jump—18 percentage points—
from 2007, when slightly more than one-third of
Connecticut companies surveyed were engaged
in international trade.

Participation in foreign trade

2007 2009

Percentage of respondents exporting goods or services to foreign markets

_ Executive

Though the maijority (55%) of Connecticut export-
ers have been engaged in international trade for
at least ten years—and only 1% of respondents
have been engaged in international trade for
6-12 months—what is noteworthy is that more
than one in ten (11%) entered the global mar-
ketplace in just the last six months. This sudden
uptick could point to businesses’ need to supple-
ment their domestic operations and increase their
market share in the wake of the 2008
economic crash.

For 56% of respondents, exports ac-
count for 1-24% of gross revenues.
Connecticut companies that are
heavily export-oriented represent a
smaller—but still significant—share of
businesses: 16% of respondents at-
tribute 25-49% of their gross revenues
to exporting, and 10% say exports
account for more than half of their

revenues.

Another 18% of exporters report no
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revenue from international sales, presumably and obtaining credit and financing (5%). On the

because of the global economic downturn positive side, nearly a quarter of exporters (24%)
(42% reported a reduction report that the current

in new orders) combined economic slump has had
with many firms’ very recent How |ong have Connedicut no effect on their business
entry into foreign markets. ¢ompqnies been involved in abroad, and 6% report an

(] [ ] . .
For newcomers—those who exporhng goods or servues? Increase In customer or-

have been exporting for less ders; 60% have benefited
than six months—a lack of from free trade agree-

revenues does not neces- ments, and 88% have been

sarily signal weak sales or 25% unaffected by stringent new
poor performance. Payment 10-20 years federal policies governing
policies (for example, letters 35% work visas.

of credit, consignment, or More than 20 years

open accounts instead of

The grounds for

wire transfers or cash in

advance) could explain the - . going globul
temporary lag in earnings. y II% 'I'I% By and large, Connecii-
For some respondents, 6-12 mo;,',;,s (1%) cut exporters participat-
the recession and global ing in our survey entered
economic downturn have the foreign marketplace
resulted in difficulty securing long-term orders to increase their sales and profits (64% of re-
(14%), setting prices for overseas markets (12%), spondents). Indeed, international trade enables
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International borders are fading. It doesn’t matter anymore where you're lo-
cated or what you do: If you want to expand overseas, chances are you can

find a way to make it happen. Connecticut companies involved in interna-

tional trade are evidence of this. Today they are exporting more goods, in
more categories, to more places, than ever before. They have the tools and the confidence to enter
new geographic markets and overcome the challenges they face. It’s inspiring for others looking to
grow their business in new ways.

Frank PR Longobardi, CPA - roriner, 1.H. Cohn LLP

domestic companies to move their goods and be more reactive than proactive. These findings
services—including excess production capacity— are consistent with other survey results, which
beyond the U.S. market of 306 million consumers

to the world market of 6.8 billion.

Related advantages include balancing slack peri- Reasons for going abroad

ods and stabilizing seasonal market fluctuations

(cited by 9% of Connecticut exporters) and en- 64%
hancing cost-competitiveness in domestic markets
(cited by 13%, who manufacture products over-
seas). Exporting also helps midsize and larger
firms achieve economies of scale while enabling
microbusinesses with specialized products, tech-
nologies, or services to reach niche markets.

Thirty-seven percent of survey respondents have
entered the foreign marketplace to “follow their
clients.” In fact, when businesses were asked
what resources and indicators they used to deter-
mine or establish new markets overseas, the most
common response (given by 48%) was customer
inquiries and Web orders. By comparison, few
Connecticut exporters (11%) entered the global
market as a result of careful research and strate-

gic plonnlng. Increase Follow our Explore Manufacture Balance
company clients emerging overseas to slack
. . sales markets  remain competi-  periods
Exporting, then—at least in the early stages for tive in domesfic
many small Connecticut companies—appears to markets
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Despite today’s very difficult economy, Connecticut compa-

nies must continue to strengthen their exporting efforts and

their connections to global markets. Investments in these
areas will pay significant dividends and create new opportunities when our
economic recovery begins.

John R. Rathgeber

President and CEO, CBIA

generally show a research-based approach for
larger firms (proactively establishing new mar-
kets) and a transaction-led approach for small
and midsize exporters (following their clients to
new markets). This suggests rich opportunities for
trade representatives, market research firms, and
others who can help small and midsize enter-
prises (SMEs) incorporate internationalization
into their overall business plan and use data to
measure and grow their market share.

What we export and where

Over the past three years, Connecticut businesses
have sold their goods and services to 222 coun-
tries—189 of those in 2008 alone. Connecticut’s
top NAICS' export categories include transporta-
tion equipment; chemicals; machinery; computer
and electronic products; fabricated metal prod-
ucts; electrical equipment, appliances, and com-
ponents; primary metal manufacturing; waste

and scrap; and plastics, among others.

Industrial machinery comprises the greatest seg-
ment (measured in dollar value) of Connecticut’s
exports, at $6.2 billion. Rounding out the top five
export sectors (by HS commodities)’ are aircraft

" North American Industry Classification System

and spacecraft parts; electric machinery; optic,
photo, and medical instruments; and plastics.

The companies we surveyed conduct the major-
ity of their international trade in Western Europe
(32% of respondents) and North America (31%);
Connecticut’s top five trading partners are Can-
ada, France, Germany, Mexico, and the U.K. In
a few of these markets, the pace of exports has
slowed, showing smaller increases from 2007 to
2008 than from 2006 to 2007. Recent growth for
Connecticut exporters in select markets, however,
has far outpaced export growth at the national
level. Consider, for example:

* From 2007 to 2008, U.S. exports to Mexico
grew by 11.4%, while Connecticut exports to
Mexico in the same period rose by 33% from
less than $785 million to more than $1 billion.

» Connecticut’s exports to France showed a sub-
stantial increase, almost 23%, from 2007 to
2008. While France is in seventh place among
U.S. trading partners, it is our state’s second
largest partner.

At the same time international trade has declined
in some areas, it has picked up in others, includ-
ing both industrialized and developing markets.

2 Harmonized System (HS) commodity description codes are recognized in 179 countries, and trade based on this standardized international classification system represents 98% of world trade.
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(A full 25% of survey respondents who engage in
international trade do so as a way of exploring
emerging markets.) Notable among these mar-
kets are

* Brazil—with Connecticut exports up 94% from
$170 million in 2007 to $329 million in 2008

* Saudi Arabia—with Connecticut exports more
than quadrupling from 2007 (less than $63
million) to 2008 (with sales topping $268

million)

* Spain—Connecticut
exports up 87% from
$104 million to almost

$195 million 42%

* Ireland—Connecticut
exports up 61% from
$86 million to nearly

$139 million 24%

* Indiac—Connecticut
exports rose 55% from
less than $77 million to
more than $119 million

Though they account for

based trend but could instead be driven by a few
large exporters.

More than a quarter (28%) of survey respondents
believe that the single greatest emerging market
in the next three years will be Northern Asia and
the Pacific Rim (China, Japan, Taiwan). Given
that China and Japan are presently the nation’s
second and fourth biggest trading partners, this
is hardly surprising. At $676 million and $671
million respectively in 2008, China and Japan
are Connecticut’s fifth
and sixth largest trading
partners; Connecticut’s
trade with China in 2008
increased almost 20% over
2007, when the total dollar
value stood at slightly more
than $565 billion.

Notably, while only a small
minority (3%) of Connecti-
14% 12% cut exporters surveyed do
business in Southern Asia
(India, Indonesia, and
Malaysia), 11% believe

lower dollar values (in the
tens of thousands to the new orders
low millions), Connecticut

exports to Egypt, Kuwait,

and Paraguay proliferated

in 2008, up 368%, 540%,

and 5,574% respectively.

Modest gains were also made in exports to Japan
and Sweden, which had declined in 2007 but
rebounded in 2008. In any case, fluctuations

in Connecticut’s trade activity with a particular
country do not necessarily indicate a broad-

Reduction in No effect
on business
abroad

securing long-
term orders

that this region will be the
Difficulty in Difficulty
pricing for
export sales

greatest emerging market
over the next three years.
Similarly, 10-11% of Con-
necticut exporters anticipate
that the Middle East and
South America will become
major markets in the next three years, though
only 4-6% characterize those regions as key
markets today.
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The doors have been blown wide open. More than half

of our state’s businesses are doing business overseas, en-

abling business owners to reach billions of people, generate
cost efficiencies, and streamline production processes. For anyone who takes
the time to explore international commerce and its potential, the possibilities
are endless.

.l(lmes Fo K(IS'(, CPA * Partner, J.H. Cohn LLP

Tools of the trade: IT for IT

Information technology has changed the nature
of international trade. By enabling direct com-
munication, bypassing traditional distribution
channels, and virtually erasing time zones and
language barriers, the Internet has made it easier
for domestic firms to market, communicate, and
conduct business transactions on a global scale.

Connecticut companies that export depend
heavily on technology, with 94% of those sur-
veyed using the Web to support their global trade
efforts. Specific uses include

* Communication with customers (61%)
* Marketing products and services (57%)

* Receiving inquiries about products and services
(54%)

* Soliciting new orders (32%)
* Conducting market research (24%)
* Consulting with other businesses (24%)

* Webcasts and online seminars about foreign
trade (23%)

In a separate question, 34% of respondents rated

Web-based seminars and Web sites (specifically
www.export.gov) as most helpful in identifying
trade opportunities, compared with 19% who
preferred traditional (“offline”) seminars and
workshops.

Challenges to exporting:
knowledge gaps

While expanding into foreign markets can be
profitable and exciting, it is also intimidating to
many business owners. Fully 47% of survey re-
spondents do not engage in international trade,
with 59% of nonexporters reporting the primary
reason being no products or services conducive
to exporting. Though that may be true in a limited
number of cases, studies suggest that the main
factor that separates exporters from nonexporters
is not the nature of the service or commodity they
provide but the mindset of the business owner.

Exporters tend to be more confident in their abil-
ity to succeed in the international marketplace,
while nonexporters are more risk-averse. Knowl-
edge about exporting is an important factor in
executives’ confidence level and their willingness
(or resistance) to enter foreign markets.
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Exports are an important engine of growth. DECD is

committed to helping Connecticut companies compete in

the global marketplace, whether it is helping a company
reach new markets or raising awareness of the many export opportunities that
may help a business thrive and grow.

COSI'(IS |.(I|(e * Director of International and Domestic Affairs,

Connecticut Department of Economic and Community Development

Twenty percent of nonexporters said the great- Of those who export, 38% believe that market

est obstacle to internationalization is their lack research by industry would be most helpful in

of knowledge about export regulations, foreign identifying overseas markets, and 20% believe
markets, and other variables associated with that briefs by country would be helpful; nearly
international trade. Add to that the 59% who be- half (49%) express interest in participating in busi-
lieve their products or services are not conducive ness exchanges, videoconferences, and other fo-
to exporting, and it becomes clear that training, rums offered by the state or federal government;

consulting, and other assistance could go a long
way toward boosting business intelligence and
increasing Connecticut’s reach and presence in

the global marketplace. Even among Connecticut

executives who do engage in international trade

* 27% acknowledge a “general lack of knowl-
edge about foreign markets”

* 60% do not consider themselves knowledge-
able about federal free trade agreements

(despite 60% reporting that they have benefited

from these agreements)

* 60% are unaware of the services that trade
representatives provide to further business
penetration abroad

* 68% are unaware of state and federal
government assistance aimed at getting
small and midsize businesses more involved

in international trade

and 76% believe an understanding of foreign
cultures is somewhat or extremely important to

their company’s success in international trade.

Actual practice, however, tells a slightly different
story: In addition to cold calls and e-mails from
prospective customers (48% of respondents),
Connecticut’s exporters have largely relied on
foreign contacts/distributors (47%) and trade
shows and meetings (41%) to establish new
markets. Only 18% track industry trends for this
purpose, and even fewer (11%) have conducted
or commissioned market analysis reports. Just
over a third (35%) use agents or representatives.

Challenges: logistics and costs

Perceived risks and lack of knowledge are not
the only challenges to doing business abroad,
of course. From agent/distributor agreements to
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Connecticut’s businesses need not be prisoners of the local

economy. This report validates the fact that those companies

that have innovative and globally accepted products can and
do find business opportunities outside the United States. It is our responsibility to as-
sist our region’s companies in finding those markets and making those export sales.

Anne S. Evans

Director, Middletown Export Assistance Center, U.S. Department of Commerce

customs clearances, price adjustments, licens- (16%), legal support (16%), trade consulting

ing and shipping issues, property rights, cultural (12%), and accounting (9%) and financing (2%)
literacy, joint ventures, modifications to products services. Half of all exporters surveyed use inter-
and packaging, and “localizing” a brand, inter- national freight forwarders to facilitate interna-
national trade involves complexities well beyond tional trade, while 27% use no international trade
those required to operate a domestic business. support services.

Even experienced exporters identify financial,
regulatory, and logistical concerns associated
with foreign trade. These

include

Barriers to husiness abroad 43%
* Cost competition (43%

of respondents)

* Trade/regulatory barriers
(32%)

27% 27%

* Payment issues, i.e., late
payments and nonpayment
by customers (27%)

* Loss of intellectual property

(20%)
* Administrative costs (17%)
. . o Unfair trade ~ Administrative Loss of Getting paid/ ~ General lack Trade/ Cost
* Unfair trade practices (16%) practices costs intellectual financial ~ of knowledge  regulatory  competition
property problems  about foreign barriers
markets

To help overcome these chal-

Percentage of respondents regarding concerns or barriers their company faces when doing

lenges, Connecticut exporters business abroad

rely on data/market support
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Today, companies in Connecticut are struggling to remain

competitive in a high-cost business environment. Those that

broaden their base through exporting position themselves
better in the marketplace. Given economic uncertainties, these efforts are of
utmost importance for continued success.

Peter M. Gioia

Vice President and Economist, CBIA

Most Connecticut exporters (60%) report that they
are not aware of the services available through
trade intermediaries. Of those who are familiar
with such services, only 36% take advantage of
them. In large maijority, this group has identified
trade intermediaries by way of trade shows and
meetings (68%). Most exporters, in fact, partici-
pate in domestic trade shows (65%), and 33%
participate in trade shows overseas.

In addition to participating in trade shows,
exporters who know about trade intermediar-

ies and related service providers have identified
them through strategic alliances (43%), govern-
ment programs (38%), consultations with trading
companies (33%), consultants (28%), and direct
advertising (14%). Five percent report using all
of the above.

When asked how they learned about support
services to facilitate their exporting efforts, 52%
of exporters reported getting their information
through referrals and assistance from other busi-
nesses. Almost as many (48%) obtained informa-
tion through international freight forwarders, and
48% via the Internet. Only 29% identified support
services through independent market research.

Challenges vs. barriers

When examining the reasons businesses give for
not exporting or not expanding their global reach,
it is helpful to distinguish between challenges,
which are surmountable, and barriers, or condi-

tions that would prove difficult to overcome.

True barriers are often situation-specific. Ex-
porting takes time, money, and human capital,
and the associated startup costs and personnel
demands are prohibitive for some small firms,
whose owners see those investments as more
profitably spent on domestic operations. Barriers
might also include tariffs, quotas, product stan-
dards (e.g., chemicals, ingredients, or processing
methods that are banned in other countries), and
other trade restrictions.

Interestingly, only 3% of survey respondents who
do not export identify tariffs (duties) or other costs
as the main barrier; 7% cite licensing concerns;
and 9% report a lack of available resources to
sell abroad as their primary barrier to foreign
trade.

The encouraging news is that among those
companies not currently engaged in international
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trade, 24% indicate that they would be interested,
and almost as many (19%) believe involvement
in international trade is possible with their cur-
rent staff capacity. Questions in subsequent trade
surveys of Connecticut businesses, therefore,
might center on how public policy, regulatory re-
form, and support services could effectively move
nonexporters into the international marketplace.
Other factors worth examining include

* Main distribution channels for exporters’
products and services and whether sales are
to intermediate downstream markets (whole-
salers and manufacturers) or end users

(consumers)

* Ways of determining and evaluating product
pricing and profitability for overseas markets

* Payment policies and the drawbacks and
benefits of each

* Companies’ level of insight and investment
into their domestic markets versus foreign

markets

In an August 2008 business article (“U.S. Ex-
ports Reach Record High”), the Chicago Tribune
reported, “The economy is chugging along on
the strength of foreign demand, even as many
Americans cut back on basic purchases outside
of food and fuel...[T]ake away the foreign sales,
and many U.S businesses would be struggling.”

As the recession deepens, however, and Ameri-
can consumers continue to pull back on spend-
ing, foreign markets will be squeezed as well. The
U.S. export sector—one of the few bright spots in

2009 INTERNATIONAL TRADE SURVEY

an otherwise faltering domestic economy—could
lose some of its current strength and vitality.

Even so, says Pete Gioia, CBIA economist and
vice president, “Global business can only grow
in importance over the next decade. Excellent
opportunities exist for smaller manufacturers to
enter the foreign marketplace—particularly pro-
ducers of component parts. It’s vital for our state
to support its manufacturing and export sectors
and fully exploit opportunities to strengthen
Connecticut’s position in the global supply

chain.”



Methodology

This survey was e-mailed to busi-
nesses throughout Connecticut;
534 companies responded, of
which 53% currently export goods
or services to foreign markets.

The percentages quoted in this
report relate to the number of
respondents answering each ques-
tion; thus, the sample size for each
question varies. All figures are
rounded to the nearest whole num-
ber and may not total to 100%.
The margin of error is +/-4.73%.

For more information or additional
copies of this report, please contact
Jason Giulietti or Peter Gioia at
CBIA (860-244-1900) or visit
www.cbia.com/newsroom/surveys
to download the report.

Survey
respondents Lesthon
by company
e (gross $100,000 to
sales or 2199999
revenues)
$500,000 fo
$999,999
$1 million to
4.9 million
$5 million to
$24.99 million
$25 million to
$99.99 million
$100 million

or more
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EXPORT

(] .
‘. RETAIL (1%)

CONSTRUCTION (2%) ",

Various industries and business types are repre-
sented in this survey. The chart at right illustrates

the breakdown of survey respondents by
business type. By industry, just under half
of all respondents identified their field

as manufacturing (47%), followed by 7%
professional services (13%), aero- WHOLESALE
space (10%), wholesale distribution TRADE
(8%), information technology/com-
munications (7%), medical/health
(6%) and retail (1%), environmental I 7% 62%
(1%), biotech/pharmaceutical (1%),

and electronics (1%). Five percent SERVICE MANUFACTURING
selected the “other” category.

Companies varied by size as well,

with 23% employing fewer than 10
people; 27% employing 10-24 people;
17% employing 25-49; 16% employing
50-99; 7% employing 100-199 employees;
4% employing 200-499 employees; and 4%
employing 500 or more. Respondents by business type
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J.H. Cohn LLP, one of the top 20 accounting and
business consulting firms in the United States, ex-
panded its presence info Connecticut by combining
practices with Haggett Longobardi in 2007.

Since 1919, the professionals at J.H. Cohn have
faithfully served clients, employees, and the com-
munity with integrity and honesty. As J.H. Cohn
celebrates its 90th anniversary, the firm's philosophy
remains constant: A highly personalized approach
to each client, with intelligent guidance and solu-
tions that positively affect profitability and growth.

To access international markets and achieve their
growth potential, organizations need access to
exceptional accounting, tax, and consulting
expertise throughout the world. Through our mem-
bership in Nexia International, the ninth largest
provider of audit and advisory services worldwide,
J.H. Cohn provides clients with the necessary re-
sources to help them effectively compete in a global
environment. Nexia’s network of 23,000 profes-
sionals serves 97 countries from its 620 offices.

Whether you are an American business owner
considering international transactions or an
international company preparing to establish a
presence, create an alliance, or form a subsid-

iary in the United States, J.H. Cohn can help. Our
background in serving American companies with
foreign investments and U.S. subsidiaries of foreign
businesses allows us to provide clients with valuable
and practical help that will enable them to adapt
and function in a different commercial environment.

These services include but are not limited to

* M&A planning and * Foreign tax credit

due diligence planning
e Transfer pricing studies * Off-shore deferral
planning

* Understanding and
applying federal, state, * Repatriation planning
and local tax regulations e International tax

* Global supply chain compliance

analysis * Foreign tax provisions

For more information, contact Jim Kask, Partner,

at 860-633-3000.
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The Department of Economic and Commu-

nity Development (DECD) is Connecticut’s lead
economic, community and housing development
agency. DECD develops and implements policies,
strategies and programs to attract and retain
businesses and create jobs, revitalize neighbor-
hoods and communities, ensure quality
affordable housing, and foster appropriate
development in Connecticut’s cities and towns.
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CBIA is Connecticut’s largest business organi-
zation, with 10,000 member companies. Our
public policy staff works with state government to
help shape specific laws and regulations to make
Connecticut’s business climate competitive and
support job creation. Our councils, committees,
and roundtables give our members forums in
which to become involved in the legislative and
regulatory processes.

One of the most important functions of CBIA is to
provide our members with information on topics
that can help them better manage their busi-
nesses. We conduct training seminars and work-
shops; arrange for consulting services; and hold
conferences on environmental regulations, health
and safety, human resources, compensation and
benefits, taxes, energy, and health care. Our tele-
phone consulting service gives our members free
access to our experienced staff of professionals
on a wide range of business topics.

Many CBIA members take advantage of our
employee benefits plans. They include an innova-
tive health insurance program as well as other
insurance lines, retirement plans, a COBRA
continuation program, an eyewear savings plan,

and group purchasing opportunities.
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