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For the ninth consecutive year, BlumShapiro and the Connecticut
Business & Industry Association (CBIA) have partnered to

produce the Survey of Connecticut Businesses. This annual report
examines the economic, financial, and regulatory climate in which
Connecticut companies operate, gauging their business outlook and

highlighting relevant policy issues.

Since we conducted our last survey, in the summer of 2009, the nation
has begun to emerge from the longest, steepest recession in decades.
While talk has turned to recovery, however, key indicators point to an
economy that is still fragile, falling short on job growth and consumer
spending. Small and midsize businesses, which historically have

led labor market expansion in the aftermath of a downturn, remain
skittish about increasing payroll or taking on added debt—as much

as banks have been hesitant to increase loan volume.

“It's going to be a slog,” says Mark Zandi, chief economist at Moody's

Economy.com.

Indeed, as this year’s survey shows, Connecticut businesses face a
multitude of challenges, including the high cost of doing business
and lingering uncertainty about the state's fiscal health. Recovery
is expected to be slow, and not necessarily steady, with businesses
continuing a trend of bootstrapping, concentrating more on

efficiencies than expansion.

Amid disappointing (if not surprising) news about Connecticut's
business climate, there are reasons for optimism as well. What
emerges from this year's survey is a picture of businesses achieving
greater productivity with fewer resources. Conditions are improving,
albeit slowly, and business owners’ outlooks are brightening too.
Many firms that were downsizing just 12 months ago are planning to
hire in the coming year, and more companies now (compared with
last year) are planning to invest in research and development (R&D)

and equipment in the next 12 months.
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Other Key Findings Of the e Almost two-thirds of companies surveyed

2010 Survey of Connecticut
Businesses

say they are unlikely to leave Connecticut
within the next two years.

e Nearly half of all businesses (47%) anticipate

e Most businesses (57%) describe current
conditions as below average, with 39%
describing them as fair and 18% as poor;
however, only 9% of businesses believe con-

ditions will remain poor 12 months from now.

hiring new employees in 2010, up from
35% who actually hired employees in the
previous yedr.

e Poor sales have now topped business costs

as the single greatest challenge to operating

e As further evidence of growing optimism,
the number of respondents who believe
conditions will be excellent for their business

a business. One-third of businesses (up from

12 months out is twice the number of those Companies anticipating
who describe conditions as excellent today. hiring new employees,

¢ [n anticipation of the 2010 elections, business
leaders believe that resolving the state’s fiscal %
crisis and strengthening its economy are the
most critical issues for candidates to address.

e Approximately one-third of businesses o
surveyed expect their company to fully
recover from the recession sometime in 201 1. 0%
Twenty percent expect to recover sooner,
while nearly half (48%) anticipate a full 0%
recovery in 2012 or later.
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next 12 months

70%
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20% last year) identify diminishing revenues/

customer base as their greatest challenge.

Healthcare benetfits remain the most
significant cost to operating a business in
Connecticut, although by a much slimmer
margin than last year. In 2010, respondents
are nearly evenly divided on the burden
of healthcare (43%) versus payroll (39%).
Compare that to 2009, when 57% of
respondents named healthcare as their
greatest cost, with payroll a very distant
second, cited by only 16%.

The proportion of businesses offering

health insurance to their employees has

not changed significantly since last year.

The vast majority (96%) still offer healthcare
benetits to their full-time employees, though
roughly half have increased employees'
share of the costs, raised the deductible, or
changed healthcare plans/carriers/options in
order to control costs.

More businesses identified the personal
income tax as their greatest business tax

concern this year (38% of respondents)
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Likelihood of leaving
Connecticut in the
next two years

Not likely

66”

Unsure

e 9% 207

(4%)

Somewhat
likely

versus last year (28%). The same is true for
property taxes on real estate, cited by 27%
of respondents in 2010 versus 17% in 2009.
Concerns about the corporate income tax,
sales and use tax, and tax on personal
property have not changed significantly
since last year.



“This year's report shows
some encouraging

signs, though there are
concerns among business
leaders over the high
personal income tax rate.
Businesses make it clear
that this is the biggest

tax challenge that they
face. Connecticut’s elected
leaders should be mindful
of these concerns as they
work together with the
business community to
build a stronger economic
future.”

Jay M. Sattler,
CPA, MST

Partner, BlumShapiro

Business Climate:
Challenges and Benefits

In 2009, slightly more than half of businesses surveyed
recorded a net profit. More than a third (35%) recorded a

net loss, while 14% broke even. Fewer (and more frugal)
customers clearly translate into smaller profits—but declining
revenues tell only part of the story.

For years, Connecticut employers have paid some of the
steepest costs in the nation in areas such as wages, energy,
industrial and office rent, workers’' compensation, taxes
(corporate, personal income, property, sales, and gas),
regulatory requirements, and healthcare coverage and
mandates. The burden of those costs is reflected not only

in the present survey but also in the findings of numerous
studies that rate states’ business climates. In Chief Executive
magazine's national poll to determine which states are most
business-friendly, Connecticut dropped seven places from
2009, making it the sixth worst state for business in 2010.
Forbes’ most recent Best States for Business, released in
September 2009, ranks Connecticut's business costs as the
sixth highest in the nation, while 2010 Facts and Figures,

Greatest business challenge, 2010
34%

Diminishing State Legislative Other Lack of Energy Transportation
revenues/ &local  &regulatory qualified costs
customer taxes uncertainty workers

base
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a report by the Tax Foundation, placed Connecticut in the
unenviable number-one spot for state and local tax burden
per capita.

Indeed, though a diminishing customer/revenue base was
identified as the greatest challenge to operating a business
in Connecticut (34% of respondents), it was followed closely
by state and local taxes (25%) and legislative and regulatory
uncertainty (22%). Nearly one in ten respondents identified
other, often related, hardships—with most citing the
aggregate cost of doing business: energy, healthcare, taxes,
and other costs.

In a separate question specifically on business costs,
healthcare benefits were identified by 43% of businesses
as the most significant, followed by payroll, at 39%.

In terms of taxes, the personal income tax is the greatest
burden for 38% of businesses, followed by property tax on
real estate

(27%) and

Greatest business
the corporate

income tax coneers

(15%). Sales 2% 8%
and use tax g:f

and property ° %%

9%
9%

tax on personal 16% I other

Cost of compliance
with state or federal
regulations

property were

also concerns.
. Tight lending climate

National . Tax increases
; Lack of jobs/
economic employment growth
o in Connecticut
uncertainties

Connecticut's antici-
pated budget deficits

are the most
. Connecticut’s economy

pressing

National economic
concern fOI‘ uncertainties
businesses
: Next Next
in the next 12 12 months 3years
months (38% of
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“Business leaders believe
that solving Connecticut’s
pending budget crisis is the
most critical issue facing

our state. Together, we must
challenge the candidates in
this fall’s election to explain
how they will solve the state’s
fiscal problems and attract
the business investments that
are needed to create jobs
here. That's why CBIA helped
create the Partnership for
Connecticut’s Future, which
is committed to fighting for
economic growth, good jobs,
and an accountable state
government. You can help
change Hartford by joining
the Partnership.”

John R. Rathgeber

President and CEO, CBIA




“Although Connecticut's
economic recovery is
underway, this recovery
and subsequent growth
will be slower than the

U.S. average unless

Connecticut can reduce its
above-average business
costs, including energy
costs and the tax burden on
businesses. The tax burden
in particular has increased
substantially due to the
budget effects of the past
recession.”

Andres Carbacho-
Burgos

Economist, Moody's Analytics

businesses surveyed) and three years (33%). Connecticut’s
economy and budget deficit combined rank a close second,
with 32% of the votes. Concerns about tax increases over the
next 12 months (cited by 9% of respondents) are expected

to escalate—with 16% of respondents calling tax hikes their
single greatest concern over the next three years. Similarly,
worries about the cost of state and national regulatory
compliance—now cited by only 4% of businesses as the
single greatest source of concern—are expected to intensify
in the next three years, with double the number of businesses
(8%) calling it their top concern over the next three years.

Business Outlook

The National Federation of Independent Business (NFIB)
predicted that poor sales, fewer customers, less inventory,
decreased transportation needs, and a smaller payroll would
make 2010 a subpar year for small businesses; Connecticut

12-month growth
predictions, 2010 and 2009

46% 47%

Rapid Moderate No growth Negative
growth growth growth
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compdanies seem

52%51%,

to agree with that Business
assessment. On a profitability,
scale ranging from 2009-2010
poor to excellent,
39% of Connecticut

B 2010

businesses describe 2003

conditions for their

firms as fair—
slightly below
average. Nearly
equal proportions
perceive current
business conditions
as poor (18%) or
average (19%), while
a somewhat higher

number characterize Net loss Break even

them as good (21%).

Conditions are widely expected to improve
over the next year, with 31% of Connecticut
businesses anticipating average conditions
12 months from now and 31% expecting
conditions will be good or excellent. Only 9%
believe conditions will remain poor. Similarly,
though 28% of businesses surveyed describe
industrywide conditions as poor, only half

as many (14%) expect that to be the case in

12 months. Most believe the forecast for their
industries will improve somewhat, resulting in
fair or average conditions in the next six to 12
months.

About half of all businesses surveyed foresee
growth for their companies in the next 12
months: 46% anticipate moderate growth, and
3% expect rapid growth. The rest primarily

believe business will remain flat
(43% expect no growth); 9% predict
further decline.

A large number of Connecticut
businesses expect to fully recover
from the recession sometime in
2011 (32%) or earlier (20%).
One-quarter expect recovery in
2012; the remaining 23% believe
it will take longer.

Fourteen percent of companies
surveyed say they are somewhat

or very likely to leave Connecticut
because of poor business conditions
in the next two years, while 21% are
unsure. Despite the challenges to

Net profit running a business in Connecticut,

however, nearly two-thirds of

companies surveyed plan on
keeping their operations here, at least for the
short term.

The high quality of life that historically has
counted as one of Connecticut's key assets
remains the single greatest advantage of
operating a business here, cited by 32% of
respondents. Other advantages to doing
business in Connecticut include the proximity
of business facilities to owners' residences
(27%) and the state’s skilled/educated workforce
(11%).

On the downside, 18% of businesses surveyed
(up from 13% last year) said the greatest
advantage of operating a business in
Connecticut is "nothing”—an indication that
dissatistaction with Connecticut's business
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climate has intensified. In open-ended
remarks about business challenges, many
Connecticut business owners characterized
the state legislature as "hostile” to businesses,
citing restrictive regulations, licenses, and
fees, combined with a lack of focus on
economic development. Indeed, only 1% of
businesses surveyed considered tax credits
and government incentives an advantage of

operating a business in Connecticut.

About the same number of businesses that
recorded a profit in 2009 expect to do so in 2010.
Twice as many businesses that broke even in
2009 expect to break even in 2010. Only about
half as many businesses expect to record a loss
in 2010, compared with 2009.

Strategies for Growth

About half of all businesses (49%) maintain
that current economic conditions have made
it more difficult to compete for new customers,
forcing them to reduce expenditures and/

or personnel. Another 40% say conditions
have encouraged them to focus on their core
functions and most profitable customers.
Only 11% view the current environment as
an opportunity to develop new products,
services, or lines of business. (Interestingly,
half of all companies surveyed acknowledge
that they have no business continuity plan for
responding to disasters or other emergencies
and avoiding disruption to their key
operations—and that they have no intention

of developing one.)

To position themselves for growth in the

next six months, Connecticut companies are
employing a number of tools and tactics. Web
marketing, online sales, and other Internet-
enabled strategies account for the largest share
(40%), though it should be noted that social
networking technologies do not appear to be
highly valued for business purposes. At least
half of Connecticut companies surveyed either
do not believe social networking sites such as
Facebook, LinkedIn, and Twitter have benefits
for their organization or are unsure whether
they do; another third of companies do not

use social networking sites at all for business
purposes.

In addition to the Internet, tools and strategies
for growth include diversification into new
markets (38%), direct marketing (34%), new
product development (31%), strategic alliances
(21%), new technology (15%), acquisition (13%),
extended or enhanced distribution (9%), and
international expansion (7%). Open-ended
comments about growth strategies included
taking a more aggressive approach to public
policy, lowering prices, increasing statff,
investing out of state, doing more television
advertising, cutting nonproductive personnel

and practices, and increasing services.

More than half of all companies surveyed have
developed new products or services in the last
12 months, and even more (59%) expect to do
so in the next year. Overall, however, projected
investments in research and development
remain relatively weak, with 71% of companies
not planning to increase their investment in
R&D in 2010 or 2011. (In fact, 19% plan to make
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no investments of any kind in the near future.) On the other
hand, most companies—nearly 56%—expect to purchase
new equipment in that same time period. Over the next few
years, 52% of companies intend to invest in their operations,
and 38% expect to invest in information technology.

Developing products and building production capacity
takes capital. The federal stimulus package passed in
February 2009—which waived or lowered borrowing fees
for small businesses and increased the U.S. Small Business
Administration (SBA) guarantee on loans—was meant

to tap more of that capital and get credit flowing. Indeed,
according to the SBA, the total number of small business
loans in Connecticut during the first half of the federal
government's fiscal year (ending March 31, 2010) increased
54% over the same period in the previous fiscal year. In terms
of dollar volume, lending increased 65%—irom $55 million
to $90 million. SBA loans went to a variety of Connecticut
enterprises, including home healthcare agencies, law
offices, medical and dental practices, landscapers, small
manufacturers, retailers, gas stations, child care centers,
home heating oil dedalers, restaurants, and dry cleaners. The
terms and benefits of that package, however, expired at the
end of May 2010, and lending slowed dramatically in June,
when this survey entered the field.

Now, close to half of Connecticut businesses (49%)
characterize the availability of credit from banks, credit
unions, and other financial institutions as poor or fair;

27% consider it average. Non-bank lending was also

rated average by 28% of companies, with another 58% of
respondents rating it poor or fair. Government loans and
assistance programs did not score well either, described as
poor by 42% of respondents, fair by 29%, and average by
19%. Only 10% viewed government lending as a good or
excellent source of capital. The availability of venture capital
was weakest, with 71% of respondents rating it poor or fair.
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“Integral to our state's
economic growth is the
further utilization of
technology as a core
business strategy. Many

Connecticut companies

are implementing new or
expanded IT infrastructure
to improve efficiencies
and productivity with
fewer resources. IT is a key
building block in working
towards our economic
recovery.”

Brian A. Renstrom

Partner, BlumShapiro




“Although Connecticut
companies are slowly
beginning to add jobs, job
growth will continue to be
restrained in the face of
looming uncertainties at
both the state and national
levels. In light of that, the
sooner we can begin to
signal a more pro-business
environment in our state,
the sooner we will place
ourselves on a path to

getting more Connecticut

residents back to work.”

Susan Coleman
Ansley Chair of Finance, University
of Hartford; Member, Governor's
Economic Advisory Panel

Workforce

In 2009, just over one-third of Connecticut businesses
surveyed hired at least one new full-time employee. In 2010,
nearly half of the businesses surveyed expect to do so.

Among companies that did not make any full-time hires,
poor business conditions—and no existing need for new
employees—were cited as the top reasons in 2009 (81%)
and 2010 (74%). National and state economic uncertainties
were also a factor, cited by 21% of businesses that made no
new hires in 2010. Lack of qualified labor—a major obstacle
for most companies just two years ago'—was cited in only
2% of all cases

where no new hires

were made. Difficulty finding &
hiring new workers
Widespread
unemployment
and slumping

We have no
positions open

34% ‘g%

sales mean most
companies have no
positions open—nor
any trouble finding
qualified workers
when vacancies
arise. Those that
are struggling to fill
positions (29%) say

the major reason is Applicant skills/

qualifications do not
meet position requirements

that applicants’ skills
and credentials
don't meet the
requirements of

i High cost
the job. Other of living n the 8%
: P T S A state/region = & 400
barriers include g :
Not enough
Connecticut's applicants
for positions
high cost of living, available

! In CBIA's 2008 Availability of Skilled Workers in Connecticut survey, 82% of companies had trouble finding qualified workers. Today, that percentage has flipped, with only 28%

experiencing difficulty finding qualified help.
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prohibitive health insurance costs, and
extended federal jobless benefits, which
some employers view as a disincentive for
unemployed individuals to return to work.

In a break from past surveys—where entry-
level employees were in greatest demand—
mid-level professionals will be the most sought-
after new hires in 2011, identified by 38% of
companies. Line workers are a close second (at
34%), while only 24% of companies say entry-

level employees will be in greatest demand.

Most businesses (73%) do not expect to lose any
of their workforce to retirement in 2010, though a
major shift is expected to occur between now and
2015. Over that period, nearly 70% of companies
expect some percentage of their workforce to
retire. Of those, two-thirds expect to lose as
much as 10% of their workforce, while the rest
anticipate losing more than 10% to retirement.

Employee Benefits

To avoid layoffs and retain as much of their
workforce as possible, many employers over
the last two years cut expenses instead of jobs,
instituting travel restrictions, salary freezes,
wage cutbacks, or furloughs. They also dialed
back on company-sponsored social events,
401(k) matches, and other employee perks.

Businesses nationwide are gradually
beginning to reverse reductions to
compensation and are reinstating employee
benetits. Most Connecticut employers, in fact,
continue to offer full-time workers a wide range

of benetits. Healthcare and paid vacation
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time top the list, offered by 96% of employers
surveyed. Retirement plans, paid sick leave,
and bonus compensation are popular as well,
offered by 69%, 67%, and 58% of employers
respectively. Additional perks include training/
career development (53% of respondents),
unpaid leave (45%), and short- and long-term
disability (40% and 32%, respectively).

Reflecting a national trend, employee

tuition reimbursement—which was offered
by 39% of companies surveyed by CBIA

in 2008—plummeted this year. Employers
now have a widely available talent pool,
commonly described as "“overeducated and
underemployed.” Not surprisingly, only 23%
of companies today see the need (or have the
resources) to offer tuition reimbursement to

their employees.

In contrast to a national trend toward more
flexible work schedules, telecommuting,

and compressed work weeks, Connecticut
employers are less likely now than in the
pre-recession period to offer those benefits.
Flex time was offered by only 35% of companies
surveyed this year, down from 50% in 2008.
While 82% of employers surveyed in 2008
planned to offer telecommuting as an option or
increase their number of telecommuters over
the next year, only 24% surveyed today expect
to do so. Just over one-quarter of employers
(26%) give their employees the option to work
from home at least one day per month, and
75% expect to make no increases to their
telecommuting options; 1% have said they will
actually decrease their telecommuting options.
Only 15% of Connecticut companies surveyed



have a business continuity plan that includes

telecommuting.

Nearly half of all survey respondents believe
telecommuting can increase employee
satisfaction and reduce turnover. Most (64%)
maintain, however, that they have no job tasks
suitable to telecommuting. In addition, more
than one in ten cite concerns about employee
performance and dependability as obstacles
to telecommuting, and fewer than 20% believe
telecommuting can result in measurably

greater employee output and efficiency.

Healthcare

Healthcare is both the greatest benefit
offered by employers (96% of those
surveyed) and the greatest financial
burden shouldered by them.

To address the rising cost of coverage,
more than half of businesses surveyed
(54%) have added or changed healthcare
plans, carriers, or options over the last
year. Almost as many have increased
deductibles (47% of respondents) and
employees’ share of the costs (45%). For
every Connecticut employer that has
reduced healthcare benetits (20% of those
surveyed), another has absorbed the
additional cost of care, with no added
burden or reduced benetits for workers
(19%). (In open-ended remarks about

health savings accounts, or HSAs, for their
employees.)

Issues surrounding healthcare—specifically,
federal healthcare reform—dominated the
headlines in the early months of 2010, and they
are sure to be a centerpiece of midterm election
campaigns later in the year. The historic Patient
Protection and Affordable Care Act, signed into
law on March 23, expands Medicaid eligibility,
prohibits denial of coverage for pre-existing
conditions, and creates myriad other reforms

to our current system of healthcare. Though its
intent and impact have been hotly debated,

the law—which comprises 2,000 pages and
numerous provisions—is not well-understood.

How businesses are addressing
rising healthcare costs

54%

Added/ Increased  Increased Reduced Absorbed the  Other

additional StrC[teg ies for GddreSSil’lg rising changed the employees’  benefits costs with no
health deductible share of added burden
healthcare costs, a number of employers care plans, costs or reduced
carriers, or benefits for
indicated a switch to tax-advantaged RRLOES employess
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Fewer than half of our
survey respondents
believe they have a
general grasp of the
scope and nature of
the reforms and their
impact on businesses
and individuals. While
12% claim a strong
understanding of

the law, the largest
majority of businesses
surveyed, 45%, say
their understanding
of federal healthcare

Understanding of
federal healthcare
reform

Tenuous/
incomplete

45%

General

43"

12%

Stn')ng

reform is tenuous or incomplete.

Whether or not they fully comprehend the intent and

implications of the healthcare act, 63% of respondents

believe the federal reforms will up their business costs, 21%

are unsure, and 13% expect no impact on their bottom line.

The Role of

Government

By the time the 2010
Connecticut General
Assembly session
ended on May 9, little
had been done to
secure the state’s long-
term fiscal health or
strengthen its economic
competitiveness. Few of
the 100,000 jobs the state
lost in the downturn
had been recovered,

Expected impact of
healthcare reform
on business costs

Costs will
increase

63"

Costs will
decrease (3%)
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“Connecticut businesses
are now talking about

a recovery, and we see
them investing in new
equipment, operations, and
information technology.
They expect more stability
and growth over the next
year. This shows, as in
previous recessions, the
ability of Connecticut’s
businesses, including its
well-known manufacturing
sector, to adapt, maintain
and eventually grow in
very difficult economic
conditions.”

Brett Bushnell, CPA

Partner, BlumShapiro




"While a modest economic
recovery appears to be

underway in Connecticut,

and state businesses are
expecting better growth
over the next year, there
remains a high degree of
uncertainty and anxiety
among the firms surveyed.
Improving the state's fiscal
condition and providing

a more business-friendly
environment would go a
long way toward reducing
this uncertainty.”

Todd Martin

President, Todd P. Martin Economic
Services; Member, Governor's
Economic Advisory Panel

tax revenues were far below pre-recession levels, the state's
bond rating had been downgraded by three major Wall
Street rating agencies, and enormous budget deficits were
projected for the next two fiscal years.

Though infusions of federal stimulus money have fueled
multiple projects in energy, economic development,

defense, transportation, and other areas, 77% of Connecticut
businesses surveyed say they have not benefited in any way
from stimulus funding. On the other hand, 9% have benefited
directly, 4% have

benefited indirectly, Expected impact

of elections on
Connecticut’s
business climate

and 10% are unsure.

Concerns about

the Connecticut

. ) Significantl
legislature’s tendency  “poger @

. . , Somewhat
to raise anti-business better

bills run high, with 2 3%
77% of businesses Unsure
22"
(3
About

the same
making strategic 0/
, (o}
investments here. 4 0

Forty percent believe

claiming it affects
their confidence in

the outcome of this Significantly
worse (4%)

year's elections for - Somewhat worse

U.S., statewide, and

local offices will not change the current business climate;

24% believe the climate will improve, 13% believe it will get

worse, and 23% are unsure.

Resolving the state’s fiscal crisis (40% of respondents) and
enhancing its economy and business climate (34%) are

seen as the most critical issues for candidates to address.
Reducing unemployment (8%) and the regulatory burden on
businesses (9%) are also priorities. Open-ended responses

to this question highlighted the need to reduce the size and
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cost of state
government
and align public
sector salaries
and benetfits
more closely
with those of the
private sector. In
a separate open-
ended question,
respondents
overwhelmingly
articulated the
need to address
upcoming state
budget deficits
"by running the

government like

Issues most important
for candidates to answer

40%

Resolving Enhancing Reducing Reducing
the state  Connecticut's regulatory unemployment
fiscal economy/busi- burden on
crisis ness climate  businesses

a business,” that is, reducing spending and eliminating

redundancy and waste.

Conclusion

Like last year's survey, the 2010 Survey of Connecticut

Businesses reports on an extremely difficult time for

companies throughout our state. Though we are in the

beginning stages of recovery, with businesses expecting

more stability and growth over the next year, progress has

been slow, consumer confidence is shaky, and the risk of a

double-dip recession is, by some accounts, still very real.

By documenting the challenges and concerns of business leaders,
we hope that this study provides direction for policymakers

to ensure and accelerate our state’s recovery by providing

tax relief and easing the regulatory burden on businesses,

restructuring state government, reining in state spending,

and ultimately helping the economy grow and produce jobs.
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“This research corroborates
that Connecticut’s economy
is at a critical junction. We
now have some serious
long-term fiscal issues as
well as legitimate concerns
about a business climate
that's increasingly difficult

to navigate. If we are not
proactive with policies to
vastly improve business
competitiveness, my primary
concern is that our state
could easily develop a “slow
bleed,” where businesses and
residents leave Connecticut
and undermine its long-term

”

economic vitality.

Don Klepper-Smith

Chief Economist and Director of
Research, DataCore Partners LLC;
Chairman, Governor’'s Council of
Economic Advisors




Methodology

This survey was e-mailed in June 2010 to
approximately 4,800 Connecticut businesses.
There were 682 surveys completed, for a 14%
response rate with a margin of error of +/- 2.6%.
All figures are rounded to the nearest whole
number and may not total to 100%.

For more information or additional copies of
this report, please contact:

Tom DeVitto Jason J. Giulietti
Chief Marketing Officer Research Economist
860-561-6851 860-244-1946
tdevitto@blumshapiro.com  jason.giulietti@cbia.com
blumshapiro.com cbia.com
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Demographics SOCIAL SERVICES/
NONPROFITS

. . . FINANCE,
Executives from 682 Connecticut companies WHOLESALE . INSURANCE, &
i i i i i . REAL ESTATE
representing a wide variety of industries DISTRIBUTION ; .
responded to this survey. They include .

MEDICAL
manufacturing (34%), professional services (23%), o

HOSPITALITY

retail (10%), construction (8%), wholesale
& TOURISM

distribution (7%), social services/nonprofits
(6%), finance, insurance, and real estate
(6%), medical (4%), and hospitality

and tourism (2%). A significant share
describe their company as privately
held (42%), family owned (39%),

and/or incorporated (36%). In O/
addition, 12% are limited liability 1 0 O RETAIL
corporations (LLCs), 5% are

minority-owned, 4% are publicly
held, and 2% are foreign-owned.

Of the 437 businesses indicating

(o) MANUFACTURING

o ; ; PROFESSIONAL
18% have been in business between SERVICES

the age of their company, almost

50 and 99 years. Another 7% have been

in business for 100 years or longer, while
8% have been in business less than 10 years,
including one company that started last year.
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BlumShapiro is New England's largest regional

accounting, tax and business consulting firm
based in Connecticut with offices in West
Hartford, Shelton, Westport and Waterbury. We
have nearly 300 professional and administrative
staff, making us a member of the top 70
accounting firms in the United States. Our size
has allowed us to develop specialized industry
knowledge and dedicated staff who focus on a
broad range of businesses in Manufacturing,
Distribution, Healthcare, Education, Government,
Non-Profit, Construction, Automotive and Retail.

BlumShapiro Has Changed the
Playing Field for Professional
Service Firms

We act as personal advisors to our clients and, as
such, we are personally committed to the success
of each and every client we serve. We live in
Connecticut, we work in Connecticut, so we are
easily accessible to assist our clients in addressing
the ever-changing needs of their businesses.

Because of BlumShapiro's size, focus and client
service philosophy, we have successtully attracted
and retained some of the best talent in the country.

Our team has the national experience and
industry expertise to assist our clients in meeting
their most challenging business issues.

The BlumShapiro team provides clients
additional value through the continual
development of turnkey solutions that address the
changing needs of their businesses. We compile
best practice information through the collective
knowledge of our professionals and secondary
resources to build state-of-the-art solutions to
serve the operational and financial needs of our
clients. By providing these solutions, we help our
clients quickly and economically address many
of the business issues and opportunities they face.

Resources Available Worldwide

BlumShapiro is an independent member of Baker
Tilly International, a network of high-quality,
independent accounting and advisory firms.
Baker Tilly International is the 8th largest network
in the world and is represented by 147 firms in
114 countries. Through our close affiliation with
our member firms, we have the unique ability to
seamlessly service the international requirements
of our clients.
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Accounting and Auditing

e Audits & Reviews

e Budgeting & Cash Forecasting

e Employee Benefit Assurance

Tax Services
e Federal Tax Planning & Compliance
e Executive Tax & Financial Planning

e Tax Structuring Related to Mergers,
Acquisitions & Divestitures

¢ [RS Representation

e Unclaimed Property Matters

e State and Local Tax Planning & Compliance
e Real Estate Cost Segregation Studies

e Estate & Trust Planning

Consulting Services

e Business Strategy

e CFO Advisory Services

¢ Performance Management
e Compliance & Control

e Systems Integration

e Software Services

e Technology Consulting

e Operational Consulting

Process and Controls Consulting
e Sarbanes-Oxley Section 404 Compliance
e Internal Audit

e Corporate Compliance

¢ Information Technology Reviews

e Board of Directors Advisory Services

Litigation Services and Business
Valuation

e Forensic & Investigative Accounting
¢ Business Valuation

e Bankruptcy & Insolvency

e Assessing Lost Profits

e Construction Claims Analysis

e Computer Forensics

For further information on how we can assist your

business, please contact:

Carl R. Johnson
Managing Partner
860-561-6819
cjohnson@blumshapiro.com
blumshapiro.com

2010 SURVEY OF CONNECTICUT BUSINESSES _



Connecticut Business &
Industry Association

CBIA is Connecticut's largest business
organization, 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 that
can help them better manage their businesses.
We conduct training seminars and workshops;
arrange for consulting services; and hold
conferences on environmental regulations, health
and safety, human resources, compensation and
benetits, taxes, energy, and healthcare. Our free
telephone consulting service gives members
access to our experienced staff of professionals on
a wide range of business topics.

Many CBIA members take advantage of our
employee benefits plans, discount programs, and
group purchasing opportunities. These include
innovative health and dental insurance programs
as well as other insurance lines, retirement plans,
a COBRA continuation program, an eyewear
savings plan, group energy purchasing, and
member discounts on everything from packaging
materials to background checks.

Visit cbia.com.

m 2010 SURVEY OF CONNECTICUT BUSINESSES



BlumShapiro =

At With a staff of nearly 300 professionals working from our
BlumShapiro,,, two main Connecticut locations in West Hartford and

Shelton, BlumShapiro has grown to become New
England’s largest regional accounting, tax and business

We believe that a consulting firm based in Connecticut.

strong team is o . o ‘
comprised of BlumShapiro serves as business advisors for today’s leading
quality individuals. middle market companies, non-profit organizations and

government entities and provides professional services to
clients within several key industries:

We have a deep

commitment to the _

qua_[h-y of our work * Manufacturing

and the level of * Distribution

service provided to * Retail

our clients. * Construction
* Healthcare

We strive to foster an * Fducation

environment in which * Non-Profit

our professionals can s Niitoiotioe

contribute their time
and energy to their
families, their
neighbors and their
communities.

* Government

Drawing upon our breadth and depth of experience in
specific industries, we pride ourselves on strategically
tailoring — and consistently delivering — tested solutions for
unlocking the full potential of our clients’ organizations.

The passion to unlock potential

BlumShapiro

866.356.BLUM
Accounting | Tax Business Consulting blumshapiro.com




BlumShapiro

Accounting |Tax |Business Consulting

West Hartford, CT e Shelton, CT
blumshapiro.com

CBIA

CONNECTICUT BUSINESS & INDUSTRY ASSOCIATION
10,000 businesses working for a competitive Connecticut
350 Church St. ¢ Hartford, CT 06103-1126  860-244-1900

cbia.com



