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Foreword

A s it did 100 years ago, America

enters a new century marked by an
economic environment of free trade, inter-
national competition, and global business
relationships. In such an environment, U.S.
economic strength depends on the ability
of each state to “compete” successfully in
the world marketplace. Each state must
exploit the unique advantages it has relative
to other states and build on the strengths
found in its local “clusters of innovation”
—distinct groups of competing and coop-
erating companies, suppliers, service

providers, and research institutions.

To help their clusters of innovation
thrive and compete worldwide, governors
will need to work with their educational
institutions and the private sector to build
a skilled labor force that is second to
none. State governments will need to
leverage public research dollars and coor-
dinate efforts with industry to build the
science and technology infrastructure that
brings new ideas to the marketplace and
new technologies to traditional industries.
Finally, states will need to eliminate barri-
ers to business innovation, workforce

training, and international trade.

In partnership with the Council on
Competitiveness, the National Governors
Association (NGA) has conducted a year-
long effort helping governors develop
economic strategies for a global market-
place. These strategies are designed to
provide lifelong learning and training for
employers and employees, strengthen sci-
ence and technology capacity, develop
international markets, and bring prosper-
ity to disadvantaged communities. This

new approach to economic development

is a major shift from the traditional
approach—which chiefly relied on loca-
tion-based tax incentives to attract large
manufacturing entities—and represents a
more effective strategy for competing in

the global economy.

To implement this effort, which
began in July 2001, the NGA and Council
formed aTask Force on State Leadership
in the Global Economy. Under the task
force, the NGA and Council sponsored
regional workshops for state policy teams
from around the nation to teach and dis-
cuss the approaches for cluster-based eco-
nomic development. The NGA and
Council also published four reports pro-
viding tools and recommendations for

governors on the following topics:

*  how to build a cluster-based eco-

nomic development strategy,

*  programs and policies for building a

21st-century workforce,

*  maximizing public leadership in pro-

moting international trade, and

*  the role of science and technology
in fostering an economy based on

innovation.

State economies are the economic
engine of America. To achieve their poten-
tial—both in terms of technology and
human capital-—governors must have
access to the most sophisticated tools avail-
able for helping workers and industry stay
competitive. The tools provided to states
under this initiative should help foster a
new understanding of economic develop-

ment and ready states for the 21st century.



Acknowledgements

Lead writer for this report was Philip Psilos of the National Governors Association Center for Best Practices. The National
Governors Association Center for Best Practices also acknowledges the generous financial support of the U.S. Department of
Commerce Economic Development Administration (EDA), the Ford Foundation, the Alfred P. Sloan Foundation, and the

U.S. Department of Labor for supporting this project.



Executive Summary

Since 1959, when then-Governor
Luther Hodges of North
Carolina led the first known guber-
natorial trade mission to Western
Europe, the nation’s governors have
been important actors in the interna-
tional arena, pursuing trade and invest-
ment opportunities on behalf of their
states’ industries. This role has taken
on new urgency with the rapid global-
ization of the world economy through-
out the 1990s and early 21st century.
Yet many state international programs
are not prepared to meet the economic
realities of global trade. For states to
benefit from the opportunities of a rap-
idly expanding international market-
place, governors must develop and
deploy new global strategies to support

their states’ competitive clusters.

State policymakers currently face three

specific challenges:

1) How to help their business clus-
ters gain access to global markets
and business networks to benefit

from globalization.

2) How to find opportunities for
trade, investment, and internation-
al partnerships for states’ small

and medium-sized companies.

3) How to ensure that mature indus-
tries with a high risk of worker
dislocation (especially those
employing workers from low-
income communities), benefit

from state international policies.

To ensure that states are successful
in the global economy, governors must
create a coherent, market-driven trade
and international development system,
leveraging their states’ investment
with federal, private and nonprofit

resources.

Governors can play four promi-
nent roles to help states and their busi-
ness communities become more com-

petitive in global markets.

*  Governors can serve as advo-
cates of global trade and develop-
ment for state businesses. They
can help ensure that the federal
government takes into account
state needs and opportunities
when setting international trade

frameworks.

° Governors can serve their states
as economic ambassadors to
overseas national and state-level
governments, developing relation-
ships that lead to long-term trade,
investment, and partnerships

among businesses .

*  Governors can be their states’
most important conveners,
bringing together state constituen-
cies and binational or multination-
al groups to work on high-priority
issues, cooperating to create

mutual economic benefit.

*  Governors can increase the effec-
tiveness of state efforts by acting
as brokers of federal, state and
private resources that allow
regional business clusters to
organize and engage in interna-

tional markets more effectively.

This report provides policy
guidance and best practices to assist
governors and states in developing or
expanding these roles to become more

competitive in the global economy.






Global Competitiveness
in the 21st-Century Economy

e possibility of an expanded

World Trade Organization agree-
ment and the impending Free Trade
Agreement of the Americas have moti-
vated governors to assume new leader-
ship positions in facilitating interna-
tional trade. At the behest of their
business communities, governors have
worked to help diversify the export
markets of their states’ businesses,
reinforced relationships with tradition-
al trading partners, and explored
emerging markets, particularly the
economies of Latin America and the
developing Far East. As heads of state,
governors bring significant clout to
international markets. Their participa-
tion in trade is a reliable door-opener
for U.S. businesses secking investment

and export opportunities.

Governors have used innovative
strategies to make such traditional
activities as trade missions more effec-
tive and part of a more coherent, long-
term international policy. Strategies

range from forging international

research and development collabora-
tions to hosting trade conferences and
embarking on trade missions with
business delegations. States also are
working cooperatively on international
trade issues with such organizations as
the Council of Great Lakes Governors,
the Southern Growth Policies Board’s
Global Strategies Council and the

Eastern Trade Council.

Yet, few states have developed
comprehensive policies to address the
opportunities and challenges of global-
ization, and there is currently no
forum for all the governors to develop
and share best practices. Most gover-
nors have not elevated international
trade and globalization to a cabinet-
level position, and states tend to jetti-
son international programs during
budget crises. Nor have most states
made the leap to a next-generation
trade development system focusing on
state competitiveness, strategic posi-
tioning, and high-value-added goods

and services.

Additionally, globalization often
is perceived by local constituents as
threatening traditional industries, even
though new forms of international col-
laboration between clusters have
helped U.S. businesses in numerous
disadvantaged regions become more
competitive. This fear of job loss to
lower-wage countries fuels anxiety
about the expansion of free trade.
However, many examples suggest that
globalization presents vast opportuni-
ties for wealth creation and inclusive

economic growth.






Key Challenges for States
in Economic Globalization

T hroughout the NGA initiative on
State Leadership in the Global
Economy, experts and commentators
alike emphasized that state competi-
tiveness is dependent on the health of
the state’s “traded clusters,” entities
that combine high industry concentra-
tion and high growth rates, rely princi-
pally on sales outside of the local area,
and are of sufficient scale to innovate.
These clusters need a competitive state
business environment—a common
goal of all economic development
policies. However, to be successful
and bring new money into the state,
they also require new markets and

new customers.

Governors face three challenges in
assisting their business communities to
adapt to the globalized business envi-
ronment. These challenges relate to
the fundamentally changed business
environment in a global economy, the
special requirements of small and
medium-sized enterprises to compete
in global markets, and the need for
mature and threatened industry clus-
ters that provide employment for dis-
advantaged and low-income individuals
and communities to manage the risks
of globalization by becoming more

innovative.

Challenge 1:
Position states in
global markets

Governors and states face the chal-
lenge of helping business clusters posi-
tion themselves in global markets and
worldwide business networks to cap-

ture the benefits of globaliz::ltion.1

Globalization forces businesses to
do more than just sell products
abroad: they must participate in global
engineering, sales, purchasing, produc-
tion and distribution networks. Today’s
competitive companies—those that
create employment and bring addition-
al revenue to the states—must view
the world as a single market for the
products and services they design, pro-
duce, buy, sell, and distribute. Since
goods and services are traded globally
in increasingly sophisticated markets,
companies that do not track and adapt
to innovation—wherever the innova-
tion occurs—are likely to lose out to
competitors who are more globally

connected.

Companies also must have imme-
diate access to partners, both to sell
products and to learn about market-
place innovations, especially in high-
value, knowledge-intensive product
and service industries. Strategic
alliances, such as joint ventures, tech-
nology and marketing partnerships,
and licensing agreements between
domestic firms and host country part-
ners have become almost a necessary
condition for U.S. companies to com-

pete in foreign markets. The legal,

political and social differences in major
trading partners demand a local pres-
ence, know-how, and localization of
product lines and market stra‘cegies.2
And, as Didier Delepine, President
and CEO of global technology leader
Equant, stated, “The essence of a truly
global company is to capitalize on its

3

ability to be local everywhere.”

Trade and investment statistics
will remain important indicators to
measure success in a globalized world.
However, investment and export sta-
tistics will reflect, not drive, the
degree of connectedness a state’s
business community achieves in
world markets. Globalization requires
states to refocus their activities help
their economic clusters become more
functionally integrated into world
markets. Governors can assist these
economic clusters to function both as
suppliers of innovative products and as

members of international networks.

Challenge 2:
Promote small and
medium-sized companies

The second challenge for gover-
nors and states is to ensure that
dynamic small and medium-sized com-
panies are aware of opportunities for
trade, investment and international
partnerships. Entreprencurial small
and medium-sized businesses are the
engines of U.S. exports and job
growth, and they may need more state
help reaching markets than larger
firms with developed global brands

and strategies.



According to the USTrade
Secretariat and the U.S. Chamber of
Commerce, “small and medium-sized
businesses represent 97 percent of all
U.S. exporters and account for
30 percent of the total value of ULS.
exports. Very small companies, those
with less than 20 employees, make up
nearly two-thirds of all U.S. exporting
firms.” The Commerce Department
reports that “202,185 small businesses
exported in 1997, up from 108,026 in
1992.. still, this represents only 1 per-

cent of small businesses in the U.S.”

Between 1993 and 1996, approxi-
mately 350,000 small, high-growth
firms, representing between 5 percent
and 15 percent of all U.S. businesses,
created nearly two-thirds of all jobs in
the country.4 And, while Fortune 500
companies lost more than 5 million
jobs between 1980 and 2000, the UL.S.
added a total of 37 million jobs, most
of which were created in small, high-
growth companies.5 Official statistics
from the U.S. Department of
Commerce confirm that small busi-
nesses represent 64 percent of the

2.5 million jobs created each year.

Yet, small and medium-sized com-
panies are uniquely challenged in
export markets. Typically, they lack
tangible international assets, such as
overseas offices and distribution
relationships, as well as expertise in
international trade finance and logis-
tics, personal and professional net-
works, and knowledge of overseas

opp ortunities.

Additionally, small businesses
often are undercapitalized and lack the
operating capital to finance the longer

export payrnent cycles.

According to Carol Conway, Director
of International Programs for the
Southern Growth Policies Board, small
businesses in the United States face six

main barriers to exporting:6
¢ apathy and ignorance;

*  inability to judge risk and export

readiness;

* Jack of time and resources to
“hunt down” information and

explore new markets;

* weak U.S. private-sector export

networks;

* lack of good export financing and

insurance options; and

*  pricing and competitiveness

problems.

Governors can have a major
impact on small and medium-sized
businesses’ export performance if they
can identify the state’s high-growth
companies and business clusters that
are struggling with these challenges
and bring state and federal resources
to help them access world markets via
a coordinated state/international

development system.

Challenge 3:
Promote trade for mature
and at-risk industries

Another challenge for governors is
to ensure that globalization and trade
benefit those mature industries having
a high risk of worker displacement—
particularly those providing employ-

ment in low-income communities.

While globalization can help states
expand prosperity, it also carries a risk
of job losses, particularly in those
industries that are mature and have not
competed in the world marketplace.
These businesses may be less frequently
organized into industry clusters or asso-
ciations, less knowledgeable about
exporting and global markets, and less
likely to adopt innovative, new process-
es without technical assistance. They
also may rely on low wage rates as a
principal competitive advantage—a
factor that makes their workers all the
more vulnerable to displacement by

international competition.

These drawbacks, however, are not
inevitable. Trade and globalization can
open new markets and opportunities
for traditional as well as leading-edge
industries. State-led international pro-
grams in the wood products industry
in Oregon, and in the furniture and
hosiery industries in North Carolina
achieved better coordination among
firms with local resources, such as
education and research and develop-
ment, helping mature and declining
industries to innovate, grow, and renew

themselves.



Furthermore, mature clusters
exposed to international markets often
become more competitive, stimulating
learning and product innovation
through increased knowledge of
overseas customers and production
requirements. “Meeting the needs of
a new market abroad, and observing
firsthand the competing or related
products sold there, can inspire useful
improvements in the firm’s domestic
business lines, aiding it to maintain its
competitive position at home as well
as in all other markets in which it sells.
For example, the taste of Hershey’s
Symphony candy bar, as now sold in
the U.S., is said to be modeled after
that of a chocolate bar against which

the company competed in Europe.” 7

Governors must ensure that these
industries are given equal considera-
tion in statewide planning for global-
ization. States should extend new
opportunities for learning and innova-
tion to mature businesses as well as

leading clusters.

Meeting the Challenges

To ensure that states are successful
in the global economy, governors
must create a coherent, market-
driven trade and international
development system, leveraging
their states’ investment with fed-
eral, private and nonprofit
resources. States must adopt broader
international development goals that
focus on competitiveness, market
share and position, and value-added

services. This will require a fundamen-

Guiding Principles for a Next-Generation Trade
and International Development System

Key Principles:
Mission and Goals

e competitiveness is a central goal, not just exports

e focus on foreign market shares and strategic position, not just export numbers
e  promote high-value-added services as well as manufactured goods
Strategies and Service Mix

e develop trade relationships and “areas of influence” with trading partners and global
industries

e encourage market research and development of new products to meet demand
e provide services to small and medium-sized businesses to build export capacity
e tailor assistance to the specific needs of the company

e  assistindustry associations or groups of firms

e provide clients with holistic case management

e use fees as a strategic tool

e engage foreigners as teachers, motivators, and partners

e consider foreign government contracts and major projects as well as private-sector buyers
Measuring Success

°  measure outcomes

* measure actual export deals over several years

e monitor changes in firm capacity (“export readiness”)

e  survey all exporters

e use opinion surveys to attribute success and track changes over time
Relationship to State Economic Development Mission

e make programs collaborate around measurable outcomes

e  make trade central to the state’s economic development mission
Relationships with Private-Sector Institutions & Clients

e customize services by allowing clients to participate in service design

*  promote strong private-sector advisors to would-be exporters

e bring the banking system into a dialogue over export financing

e make programs answer daily to customers, not to program managers

Source: Adapted from Carol Conway, The International State, 1996, p.103



tal departure from most states’ current
systems, which focus primarily on pro-
moting exports and direct foreign

direct investment.

States can become more strategic,
market-driven and cluster-focused in
international trade and development.
The risks and opportunities of the
global market require efficient and
coordinated state action, both in how
trade services are provided and how

governors involve themselves in this

process. Carol Conway, of the
Southern Growth Policies Board, has
provided excellent guidelines for the
characteristics of a next-generation
trade and international development
system, outlined on the preceeding
page. (See Appendix 1: Management
Principles for State Trade and

International Development Efforts.)

While these recommendations
outline what the next-generation trade
and international development system
should look like and how it should
function, they stop short of providing
governors with the guidance needed to
move forward. The remainder of this
report provides specific guidance on
how governors can develop and
expand their current roles as interna-

tional actors to benefit their states.



@ New Roles for Governors

G overnors can adopt or expand four
specific roles in order to manage

globalization :

* actas an advocate for globaliza-
tion and international develop-
ment, providing prestige, vision

and leadership;

* serve as the state’s principal eco-
nomic ambassador to foreign

governments and companies;

* convene local and international
stakeholders from the business,
government, and not-for-profit
communities to work toward

international goals; and

* broker state, federal and private-
sector resources to efficiently
deliver services to the states’

business clusters.

Advocate for
Globalization and
International
Development

Governors should become the
leading advocates for international
competitiveness and expanded global
trade, both within state government
and to key external constituencies.
Without gubernatorial leadership, a
state’s numerous economic develop-
ment initiatives may fail to provide
organized assistance to businesses
wishing to compete globally.
Governors must involve themselves
to provide a framework and vision

for coordinated statewide action.

In recent years, governors have
begun to use their stature and offices
to elevate international economic
issues rather than depend on state eco-
nomic development departments to
conduct international business.
Governors employ a number of tools
to do this, including their bully pulpit,
public speeches, changes in state gov-
ernment, executive orders, and special
initiatives. It is important that gover-
nors use these tactics, first and fore-
most with the state’s business commu-
nity, as well as with key constituencies

and cabinet and state employees.

Several governors have begun to
address this need, raising the profile
of international trade in both political
and policy forums. Idaho Governor
Dirk Kempthorne pledged to triple
Idaho’s exports during his first term,
and he has consistently emphasized
trade development as an administra-
tion priority. By staking his adminis-
tration’s success, in part, on the
expansion of the state’s expanded
role in international markets, and
highlighting tangible successes in
this arena, globalization has become
a more important part of the state’s

policy agenda.

Early in his term, former
Pennsylvania Governor Tom Ridge
issued instructions to agency and divi-
sion heads that Pennsylvania’s interna-
tional competitiveness would be a pri-
ority throughout his administration.
Ridge translated this into budget pri-
orities as well, with Pennsylvania’s

international presence rising from 4 to

17 international offices during his
tenure in office. In 1998, to recognize
success in the field, he created a
“Governor’s Export Excellence
Award,” presented annually to compa-
nies in 11 categories. At the governor’s
urging, several agencies became key
technical assistance providers to for-
eign governments on public infrastruc-
ture projects, including highways,
wastewater treatment and electricity

dere guiation .

Washington is the most trade-
dependent state in the U.S., with annual
per capita exports of $5,182 in 1995,
compared to $3,063 for the rest of the
nation. Washington created a cabinet-
level Special Trade Representative
position in 1994. According to the
Washington State Office of Trade and
Economic Development, the special
trade representative advises the gover-
nor and legislature on trade policies;
assists in the coordination of state, local
government, and private-sector trade
programs; serves as the state’s point
person with U.S. Trade Representative
and advocate in Washington, D.C., on
significant trade issues; and represents
the state in major initiatives with
foreign trading partners. In addition,
the Office of the Special Trade
Representative assists individual
companies in addressing their specific
trade issues with the state’s trading
partners. The California legislature
has created a similar position in its

legislative branch.8



Policy Recommendations for Governors as International Advocates:

e Governors should establish leadership and direction in their state’s international
economic efforts. They may use formal or informal executive orders to establish
specific guidelines and expectations for executive branch agencies and departments

with respect to international economic issues.

e  Governors should consider convening a private-sector led statewide strategic planning
process for globalization and development of international linkages. The business
community, relevant university leadership, state and local government, federal
trade officials, business associations, and nonprofit groups should be included in

the process.

e Governors should examine their state’s spending on trade and international develop-
ment relative to other states and as a proportion of economic development spending.
States’ international spending ranges from less than 1 percent to 22 percent of
economic development budget. (See Appendix 2: State International Trade and

Investment Spending, 1998.)

e Governors should assign specific responsibility and authority to one individual or office
for implementing the state’s strategic plan and/or defining and implementing state
international priorities. This individual or office should be the governor's chief
spokesperson (and state’s chief advocate) with respect to U.S. government trade policy
and international relations, as well as the main outreach to statewide constituencies.
For example, this position may take the form of Washington State’s Special Trade
Representative or may be structured as a cross-cutting position similar to a chief
information officer (CI0). Some states may wish to create a chief international relations

officer position or an Office of International Affairs in the executive office.

Economic Ambassador

Governors should personally
involve themselves in international
trade promotion as their states’ prin-
cipal economic ambassador to foreign
governments and world markets. By
doing so, governors broadcast the
message both within their states and
abroad that they are committed to
boosting their states’ international

competitiveness.

Foreign governments see gover-
nors as high-prestige, high-impact
heads of state. Due to their deep
knowledge of local industries and busi-
nesses, governors usually are well
equipped to play this role. This prox-
imity to key economic clusters and
inherent interest in state competitive-
ness also leads many foreign govern-
ments to pursue state government
contacts to facilitate commercial rela-
tionships, As one Latin American
ambassador stated, “For the purpose of
marketing [and the development of
commercial relationships], there is no
United States. There are 50 states with
50 different economies.” And, since
many overseas governments play a
larger role in their economies than
in the United States, government
involvement often is key to facilitating

and expanding business relationships.

The presence of governors on
trade missions can, in some cases,
provide small and medium-sized bus-
inesses with commercial opportunities

that they would otherwise be unable to



access. Following a recent governor-
led trade mission to Mexico, Idaho
Governor Dirk Kempthorne stated,
“We met with a number of multibil-
lion dollar, multinational corpora-
tions. ...In a couple of these instances,
we were the first state trade delegation
to ever call on them. They were very
impressed that we came by. In a vari-
ety of instances, Idaho companies have
been trying for four to five years to
get in and to have meetings.” One
Idaho entrepreneur, who signed con-
tracts for work on the mission, empha-
sized this point, stating, “We’ve gone
down and spent time and time again,
going down as businessmen, trying to
get in to do work there. To have the
governor come there, and the doors
open up and let us walk through the

doors, has been a marvelous thing”

Vermont Governor Howard
Dean, M.D., conducted a trade mis-
sion to Brazil and Argentina in March
2001, after the state’s business com-
munity lobbied for his direct involve-
ment. This mission, which focused on
Vermont’s small and medium-sized
environmental technology businesses,
yielded a 300-percent increase in
Vermont’s trade with Brazil and
allowed a consortium of three small
technology firms to sign a $400,000
deal with the State of Rio Gallegos,
Argentina, during the trip. Governor
Dean provided continuity to Vermont’s
trade development efforts with South
America by conducting a follow-up
visit to Brazil and Chile in March
2002. The 2002 followup visit involved

companies from other industries,
including architecture, which focused
on developing both public and private-
sector business. The trips have even
paid dividends within the state, as
businesses participating have developed
a stronger in-state network through
which they can leverage international
resources, connections and newly
developed international expertise.
The missions were coordinated by the
Vermont World Trade Office and U.S.
Department of Commerce’s Market

Collaborator Program.

Supported by Georgia’s
Department of Industry, Trade and
Tourism (DITT), Governor Roy
Barnes led a trade mission to Mexico
that included CEOs of Georgia-based
Fortune 500 companies, small and
medium-sized businesses, and the
state’s academic leaders. The state
structured this November 2001 mis-
sion to provide each of the 74 partici-
pants with appointments for business
meetings with specific Mexican con-
tacts. The meetings were scheduled in
advance by DITT in collaboration with
the U.S. embassy in Mexico City and
represented intensive efforts to fully

leverage the governor’s presence.
g g p

The governors’ role as interna-
tional ambassadors extends beyond
trade missions. Governors can use
their position as chief executives to
endorse international outreach by

the state’s business community.

Pennsylvania Governor Tom

Ridge created the Team Pennsylvania

Ambassador Program to “engage the
‘best and brightest’ of Pennsylvania’s
business, academic and cultural leaders in
helping to promote the Commonwealth
as a pre-eminent location for global
commercial enterprise and expan-
sion”10 In effect, Pennsylvania created
an international sales force for the state
using private-sector resources and
the goodwill created by a governor’s
endorsement. Ambassadors have visited
Brazil, Belgium, Germany, China,
Finland, Russia and Japan, among other
countries, to promote Pennsylvania as
a business partner, carrying with them
an explicit endorsement from the gov-
ernor, furthering their own and
Pennsylvania’s commercial interests.
The program, structured as a public-
private partnership and headed by a
leading Pittsburgh businessperson,
represents both an innovative strategy
to leverage gubernatorial involvement
in the issue and an efficient way to
utilize and expand the business com-

munity’s international network.

Oklahoma Governor Frank
Keating initiated a program whereby
the governor’s office sent a greeting to
each identified foreign student arriving
to study at an Oklahoma university.
This strategy was designed to build
lasting ties between visiting students
and their host state. Recognizing that
foreign students who study in the
United States often are among the
future leaders of their nations, this
future-oriented strategy expands the
state’s international network in an

extremely cost-effective manner.



Policy Recommendations for
Governors as Economic
Ambassadors

e Remain personally involved
in trade and investment missions
abroad to enhance the profile and

success of their efforts.

* |dentify the state’s international
business contacts, ethnic and
international communities and the
state’s primary trading partners and
reach out to them with a clearly
articulated message describing the

state’s international priorities.

e Consider convening a State
International Ambassador
Program modeled after
Pennsylvania’s to leverage the gov-
ernor’s involvement in trade and
globalization, and assist in expand-
ing the business community’s inter-

national network.

¢ Involve the state’'s academic
leaders as full participants in

trade missions.

Convener of Statewide
and International Groups
and Events

Governors are in a unique position
to convene stakeholders from the busi-
ness, government and not-for-profit
communities at the in-state and inter-
national levels to set strategy, identify
needs, opportunities and constraints,
and create opportunities for expanded
international involvement. Approaches
include conferences, trade education

programs, cluster-based benchmarking

and learning missions to key markets,
and convening industry—speciﬁc groups
to develop partnerships abroad and

penetrate new international markets.

In December 2000, Kentucky
Governor Paul Patton launched a
statewide trade education program
focused on increasing trade with Latin
America. He convened a Governor’s
Conference on Latin America designed
to help key constituencies explore new
opportunities for Kentucky in Mexico
and Central and South America in
business, agriculture, travel and
tourism, academia, culture, and local
government. Governor Patton said,
“The Latin American market is one of
the fastest-growing in the world, and
it is vital that we begin to explore the
new opportunities available to the
Commonwealth in this region. This con-
ference will allow us to bring together
Kentuckians with representatives from
all segments of Latin American industry
to discuss the multitude of opportuni-

ties available to our state”!!

Connecticut Governor John
Rowland started one of the most inno-
vative state international efforts in
June 2001, convening an international
conference titled “Global Business in a
Networked Economy,” with the
German state of Baden-Wurtenburg,
hosted by Yale University and spon-
sored by Daimler-Chrysler. The con-
ference was spurred by Governor
Rowland’s September 2000 trade mis-
sion to Ireland, during which he dis-
cussed the challenges of technology

transfer and the role of technology in

the global marketplace with a group of
Daimler-Chrysler executives. The con-
ference attracted 217 Connecticut and
German businesspeople and academics
to share international perspectives on
raising capital, success factors in doing
business internationally, new business
models, online marketing opportuni-
ties, new links between biotechnology
and information technology, and busi-
ness-to-business (B2B) electronic
commerce. The conference focused

on converging sectors of information
technology, biotechnology, and phar-
maceuticals, and grew out of the
Connecticut’s successful cluster-based

economic development activities in

these fields.

Recognizing that the state could
play an important role in expanding
services exports by assisting its engi-
neering sector to develop international
relationships, New York established
the four-year New York Inter-American
Commerce for Consulting Engineers
(NYICCE) initiative (1995-1999).

It was funded by Empire State
Development, the U.S. Department
of Commerce’s Market Development
Cooperator Program and the
American Council of Engineering
Companies and its New York member
organizations with the objective of
brokering partnership relations
between New York-based consulting
engineers and their Latin American
counterparts. The program, which was
awarded the “Excellence in Economic
Development” award from the

National Association of State



Development Agencies (NASDA),
resulted in more than $6 million in
fees for New York firms as reported
by participants upon the successful

conclusion of the program. 12

International convenings have been
used by states to promote the compet-
itiveness of mature industries through
international learning and partnership
building. In 1996 a delegation of North
Carolina hosiery company owners and
managers, Carolina Hosiery Association
officials, community college technology
staff, the governor’s economic advisor,
the director of the state technology
agency, and an external cluster specialist
traveled to Castel Goffredo and Carpi
in Northern Italy. They met with and
benchmarked their European counter-
parts and visited their technology and
research centers, trade associations,
and tool builders. Upon returning, the
companies, through their association,

revamped their technology center at

the college. They added research and
training for textile dyeing and market-
ing and product testing capabilities;
formed a research and development
(R&D) network with North Carolina
State University in which 20 members
contributed a match to develop a key
technology; established links to the
main machine builders in Brescia; and

3

organized export networks. !

Following a successful European
study tour sponsored by the German
Marshall Fund in 1989, a delegation
representing the Oregon wood prod-
ucts sector traveled to Sweden to
observe firsthand the structure of the
value-added wood products sector. The
delegation included the private-sector
board of the Oregon Wood Products
Competitiveness Corporation as well
as legislative leaders and the gover-
nor’s director of economic develop-
ment. Oregon’s traditional commodity

wood industry was faced with chang-

Policy Roles for Governors as Conveners

ing world market conditions and new
environmental regulations, and compa-
nies and communities’ livelihoods were
threatened. To survive, companies had
to make the transition to value-added
wood products, employing new skills
and technologies. The value-added
wood products sector was not yet
ready to export, but this trip provided
the emerging sector with critical
market and competitive intelligence,
including a better understanding of
Oregon producers’ strengths relative
to the competition, exposure to use
of key technologies and a network of
business contacts in Sweden’s high-

performing industry.

Governors should work to develop appropriate trade-related convenings between state and international businesses and governments. While

the precise format will vary from state to state, several recommendations should be considered:

Convene conferences, statewide education campaigns, and strategic planning sessions to address the real-world needs of the
states’ industries — leading, mature, and declining or threatened. Especially in states with clusters not present in key global markets, gov-
ernors should lead in exposing companies to the opportunities created by new multilateral trade and investment agreements and to raise

awareness among stakeholder groups who can benefit from better international positioning.

Create venues for ongoing local and international collaboration. Long-term collaborative relationships promote the type of trust
that underpins successful business relationships. Business deals may not occur after a first meeting. Efforts should be ongoing, as in New
York's NYICEE program and Connecticut's conference series with Baden-Wurtenburg. Whether through universities, business conferences

or in-state trade education, initiatives should provide structured followup and indicate a lasting commitment from the state.

Initiate long-term learning relationships between states’ clusters and complementary and competitive industries abroad,
like those in the Oregon wood products sector and the North Carolina hosiery industry, seek opportunities for declining or threatened

industries to access new markets and technologies, identify product opportunities, and hecome more competitive.



Broker of State, Federal,
and Private Resources to
Clusters

Governors also can be instrumental
in brokering three important sets of
resources to build states’ international
competitiveness. Governors influence
the allocation of state resources,
ensure that state functions are organ-
ized to deliver needed federal
resources to the states’ businesses, and
make certain that the state’s resources

harmonize with private-sector goals.

Governors’ involvement in bro-
kering these resources at the state
executive level is necessary to address
a crucial shortcoming of many state
trade activities: the need for coordina-
tion of disparate resources at the fed-
eral, state and local levels. Carol
Conway, one of the nation’s leading
experts in state international trade
policy, wrote in The International State,
“... state trade offices have the poten-
tial to be the nexus of a comprehen-
sive statewide trade development system.
But, given their limited resources, they
cannot alone assure the international
competitiveness of the state’s economy.
They must be supported by a widely
shared vision of a state’s international
future and must integrate public,
private, and nonprofit trade service
providers into a coherent system for
developing international business

and assuring that their benefits are
widely shared.” 14

State Resources

Governors can confer a higher pri-
ority on international efforts in state
economic development policies and
programs. They can bring state spend-
ing in line with the market size and

opportunity in the global marketplace.

State economic development
spending does not, as a whole, reflect
the importance of international mar-
kets to growth and competitiveness. In
1998, the most recent year for which
data are available, states spent $75 mil-
lion on international trade and invest-
ment development—only 3 percent
of total economic development
resources. In contrast, the U.S. market
represents only 20 percent to
25 percent of world production.

The collective GDP of the European
Union’s membership exceeds that of
the U.S. The economy of East Asia,
including China, is expected to surpass
both the United States and European
Union in terms of goods and services
produced in the first quarter of the
21st century.15 Because the central
issue is one of proportionality, reallo-
cation of state economic development

resources may be an effective approach.

Indeed, states can achieve a wide
range of goals with relatively limited
budgets through more effective service
delivery and coordination of resources.
(See Appendix 2: State International
Trade and Investment Spending, 1998.)

Pennsylvania Governor Tom
Ridge helped develop the Team
Pennsylvania Export Network, an
integrated, coordinated and customer-
focused system of key export assis-
tance partners that is one of the
nation’s most comprehensive export
programs to assist companies to
expand into the global marketplace.
The system provides in-country trade
assistance, market intelligence for
Pennsylvania’s leading clusters, identi-
fication of overseas partners for
Pennsylvania companies, and support
for in-country trade initiatives. It com-
bines a decentralized system of 10 in-
state offices with 17 overseas offices,
providing program support, communi-
cation links via video-conferencing
technology, and educational and net-
working opportunities to promote
international trade and investment. A
central Office of International Business
Development (OIBD) is a liaison
between the regional network and
overseas representatives. Pennsylvania
spent approximately $5.2 million—
only 1 percent of its economic devel-
opment budget—on international
efforts in 1998.

State resources can be employed
directly in providing training in export
skills to the business community, as in
New York. New York’s international
spending in 1998 was $2.5 million (2
percent of the state’s economic devel-
opment budget). Spending can be sup-
plemented by innovative partnerships
that leverage the state’s participation

and leadership. The ExportNY program



provides an intensive year-long execu-
tive leadership export institute that
has been offered annually since 1998
by the Empire State Development
Corporation in partnership with
Niagara Mohawk, an electrical utility,
and regional trade organizations to
more than 30 manufacturers and service
providers. ExportNY enables company
executives to learn skills necessary to
succeed in the global marketplace
from experts. Companies such as
Ceramaseal of New Lebanon, a preci-
sion manufacturer of high-technology
ceramic parts, have seen their exports
increase more than 40 percent because
of procedures implemented since their

participation in the ExportNY program.

Federal

The federal government is rich in
resources for supporting international
trade, particularly among small and
medium-sized companies and in trade-
impacted regions in the states. Because
companies most frequently look first
to state and local economic develop-
ment providers, state trade resources
delivered through these channels are
an important portal to the federal
government. Good coordination with
the federal trade promotion system is
essential to efficient use of state
resources, since international networks
and programs are already established
at the federal level that state efforts

can “plug into.”

For example, the U.S. Foreign and
Commercial Service (USFCS), a divi-
sion of the U.S. Department of

Commerce, maintains a network of
1,800 employees in 105 Export
Assistance Centers throughout the
United States and in 151 offices in 83
countries. USFCS assists with trade
missions, but also can be engaged to
provide services to exporters includ-
ing finding international partnerships,
providing custom market research,
holding trade events, and consulting

and advocating in overseas markets.

One of the most important federal
programs to support state trade efforts
is the Market Development
Cooperator Program (MDCP).
Administered by Trade Development
in the International Trade
Administration (ITA), MDCP is a
competitive matching grants program
that builds public/private partnerships
by providing federal assistance to non-
profit export multipliers, such as
states, trade associations, chambers of
commerce and world trade centers
that are particularly effective in reach-
ing small- and medium-size enter-
prises (SMEs). MDCP helps to under-
write the startup costs of exciting new
export marketing ventures that these
groups often are reluctant to under-
take without federal government sup-
port. MDCP recently announced fund-
ing for new awards of $2 million, with
a maximum of $400,000 per grant for
up to three years. Each dollar of feder-
al funding requested must be matched
on a two-to-one basis by the applicant
or others participating in the MDCP
project, including cash and in-kind
matches. (See Appendix 3: ITA/Trade

Development Programs for Small

Business.)

It is essential that governors and
states not only use federal programs,
but also contribute to their future
development with consistent feedback
from the highest level. There is a new
recognition at the federal level of the
importance of states in delivering
services to the local businesses they
know best. The states’ obligations, in
turn, are to provide clear feedback and
guidance on the usefulness of federal
programs, both in terms of structure

and execution.

Education Sector

Universities are a cornerstone of
state international efforts because of
their linkages with international
research and academic communities,
their ease in developing nonbinding
agreements, and their relative flexibili-
ty and openness to acting as the “glue”
to maintain ongoing relationships,
albeit often at a slow pace. In fact, uni-
versity student and faculty exchange
agreements, R&D collaborations, and
conferences may constitute a state’s
most active international sector. While
most state universities retain constitu-
tional autonomy, states have employed
both public and private universities as
integral parts of international outreach
efforts in both leading-edge and mature

sectors requiring reinvigoration.



The North Carolina University
System is the centerpiece of a highly
innovative partnership between the
state and Uruguay, the smallest
economy of MERCOSUR, the
Southern Common Market. Uruguay
initiated a trade mission to the state
focusing on the exchange of language
education resources, followed by a
gubernatorial mission to Uruguay.
Ongoing discussions between Uruguay
and leaders of the High Point region’s
furniture business community (the
state’s second largest manufacturing
industry employing 75,000 and gener-
ating revenues of $6.6 billion annually)
identified an opportunity to work with
the Uruguayan ecological wood sector
to preserve competitiveness and jobs.
The collaboration centers on overcom-
ing the potential depletion of oak
reserves due to disease and over-
farming and consequent risk of job
loss. One promising substitute for
oak in the furniture industry is euca-
lyptus, which is farmed in Uruguay
on sustainable plantations. However,
there is currently no process to dry
euca]yptus to permit its use in furni-

ture production.

To meet this need, North Carolina
State University and the Catholic
University of Uruguay, with the sup-
port of their respective governments,
entered into a research and develop-
ment agreement to jointly develop
needed wood-drying technology.
Projected benefits include preservation
of jobs and industry competitiveness in

North Carolina, increased wood

)

exports for Uruguay, and a patentable
technology, as well as long-term

research and business relationships.

Based at the University of
Minnesota, MMBnet is a Web portal
to the state’s biotechnology industry
and is now the U.S. centerpiece of a
long-term, virtual, cluster-based
collaboration between Switzerland’s
Zurich MedNet and the state’s biotech-
nology sector. The collaboration links
companies in the Minneapolis-St. Paul-
Rochester region with university
researchers, potential partners,
financing organizations and business
facilitators in the Winterthur region
of Switzerland. As of early 2001,
it was estimated that more than
$500 million in Swiss venture capital
had been placed in Minnesota resulting
from partnerships formed through

the collaboration.

Private and Not-For-Proﬁt Sector

Governors can play a leadership
role in establishing partnerships with a
variety of private-sector organizations
that seek and welcome gubernatorial
involvement in delivering services to a
state’s trade stakeholders.

The U.S. Chamber of Commerce’s
TradeRoots program is a sustained
grassroots trade education program
dedicated to raising public awareness
of the importance of international
trade at the local level. TradeRoots
recently initiated a governors’ program
designed to provide organizational and

educational resources to the states.

Alabama Governor Don
Siegelman is one of a growing number
of chief executives who have partnered
with TradeRoots, whose trade leader-
ship programs provide communities
with an opportunity to interact with
the state, federal and private resources
available to help small and medium-
sized and minority-owned businesses
participate in international markets. In
2001, Governor Siegelman joined with
business leaders in three Alabama cities
for a Governor’s Trade Education Tour.
The governor was joined by business
and economic development leaders
and corporate sponsors in Huntsville,
Mobile, and Birmingham to visit local
companies that have grown substantial-
ly through trade. These events worked
to build a greater understanding
among key state and regional stake-
holders of the importance of trade to

the state’s economy.

Each year, George Washington
University, under a grant from the
U.S. Department of Education, hosts a
forum and workshop for state govern-
ment officials titled “Governing in the
Global Age.”This intensive educational
program is designed to introduce
teams of state personnel to a broad
range of globalization and international
trade-related issues and to develop
action plans for managing globaliza-
tion. In 2001, bipartisan delegations—
including state legislators, executive
branch officials, civic leaders, and rep-
resentatives of local governments in
Idaho, Maryland, Mississippi,
New Mexico, New York, North



Policy Recommendations for
Brokering State, Federal,
University and Private
Resources

Collaborate and share
resources with large companies
that have important and compatible
state and international interests.

Promote international research
and development and educa-
tional partnerships among the
state’s universities and community
colleges and overseas institutions.
Use these partnerships to cement
relationships where possible, as in
the North Carolina relationship with
Uruguay and the Minnesota
MMBnet with Switzerland.

Explore using federal resources
as key elements of the state’s
strategic plan, including the serv-
ices of the Trade Development
Agency, Small Business
Administration, and the U.S. Foreign
and Commercial Service, particularly
in leveraging a coordinated federal

presence in foreign markets.

Use local and national not-for-
profit trade education
programs, such as TradeRoots, to
provide educational opportunities
to the business community and

state government.

Develop (or assist in developing)
virtual tools for collaboration
between the state’s key clusters
and overseas groups that may be
interested in collaboration, such as
those developed in the Minnesota
MMBnet.

Carolina, South Carolina and
Tennessee participated in the confer-
ence. In 2002, delegations from
Alabama, Connecticut, Georgia,
Maine, Missouri, Ohio,
Oklahoma and West Virginia also
included two leaders in education: a
state-level policymaker and a second-
ary school teacher with experience

16

teaching international affairs.

Additionally, national and local
business stakeholders may prove will-
ing to support coordinated state inter-
national trade development efforts,
especially when the governor is per-
sonally involved. The Coca-Cola
Company, the Business Roundtable,
BASF Corporation, and research giant
SAIC all are among sponsors of
“Governing in the Global Age.” In the
case of a Rhode Island trade mission
to MERCOSUR, BankBoston (now
FleetBoston), an influential New
England banking entity, provided
$20,000 to support the state’s
efforts to expand into a promising

export market.

Conclusion

As the federal government moves
to establish a broader multilateral
framework for international trade
through new trade agreements, gover-
nors must be prepared to take the lead
in ensuring the competitiveness of
their states’ businesses in the global
marketplace. States will increasingly
require coordinated, market-driven
strategies to make globalization work
for their citizens and businesses. Greater
awareness of and emphasis on interna-
tional issues in economic development
policy will be a requirement for states
wishing to expand prosperity and

remain competitive in the 21st century.

A comprehensive, cluster-based
approach to trade and international
development, which seeks to find
opportunities for a state’s important
industry sectors, is an effective
approach to this challenge. Governors
must develop new policies that
enhance their roles as advocates of
international development, as the
states’ chief economic ambassadors, as
conveners of stakeholders and other
partners at the state and international
levels, and as brokers of diverse trade
resources from the public, private,

education and nonprofit sectors.
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@ Appendix 1

Management Principles for State Trade and International Development Efforts

Key Management Principles for Trade and International Development Programs

Management Principle How it Applies to Trade and International Development Assistance

Mission-Driven Clearly articulate trade development objectives and operating principles

Anticipatory Improve long-term strategy development to anticipate shifts in global markets

Market-Oriented Think in terms of supply and demand, rather than “programs”

Customer-Led Ignore previous mandates or existing programs and base services on current client-articulated needs
Catalytic Mobilize existing service providers rather than providing all services directly

Competitive Encourage competition among public and private trade-service organizations to

provide demanded services, based on quality and expertise, not past contracting history or mandates

Empowering Help industrial sector organizations take ownership of, and responsibility for,
changing business (and government) behavior about trade

Decentralized Ensure that trade assistance services are designed and delivered as close as possible to
the targeted businesses

Enterprising Establish fees for services, commissions, cash matching contributions, soft loans, and so forth

Results-Oriented Measure and base program funding on actual outcomes, not levels of activity; reward innovation

Source: Carol Conway, The International State, Aspen Institute, 1996, p.77






@ Appendix 2

State International Trade and Investment Spending, 1998

International Trade & Total Economic % International
State Investment Spending Development Spending Trade & Investment
Alabama 337,000 4,123,500 8%
Arizona 2,271,800 21,895,687 10%
Arkansas 1,513,444 46,091,248 3%
California 8,983,000 80,546,000 1%
Colorado 1,200,000 15,100,000 8%
Connecticut 936,000 152,882,898 1%
Delaware 80,600 18,487,800 0%
Florida 4,209,000 18,805,000 22%
Georgia 0 20,302,479 0%
Idaho 346,753 1,795,782 19%
llinois 3,629,300 263,272,900 1%
Indiana 1,900,000 45,362,000 4%
lowa 2,546,000 56,289,000 5%
Kansas 1,411,000 32,037,000 4%
Kentucky 1,211,500 11,272,500 1%
Louisiana 1,028,018 24,219,751 4%
Maine 186,000 8,585,999 2%
Maryland 2,900,000 117,874,310 2%
Massachusetts 1,098,000 9,875,004 1%
Michigan 3,518,000 109,193,100 3%
Minnesota 2,452,000 67,959,000 4%
Mississippi 2,346,531 32,080,748 7%
Missouri 1,989,360 104,741,574 2%
Montana 0 22,847,300 0%

Nebraska 274,380 18,833,979 1%



State International Trade and Investment Spending, 1998 continued

International Trade &

Total Economic

% International

State Investment Spending Development Spending Trade & Investment
Nevada 45,000 4,431,477 1%
New Hampshire 229,861 6,482,816 4%
New Jersey 880,000 29,678,000 3%
New Mexico 750,534 12,251,282 6%
New York 2,477,500 149,060,400 2%
North Carolina 2,993,882 73,808,747 4%
North Dakota 36,126 23,867,126 0%
Ohio 4,700,000 137,240,786 3%
Oklahoma 1,711,250 17,743,220 10%
Oregon 1,790,463 45,353,589 4%
Pennsylvania 5,196,000 390,018,000 1%
Rhode Island 400,000 11,870,000 3%
South Carolina 722,813 72,697,281 1%
South Dakota 50,000 1,869,000 3%
Tennessee 442,700 23,335,300 2%
Texas 852,304 129,089,941 1%
Utah 1,163,200 45,866,000 3%
Vermont 187,079 33,115,764 1%
Virginia 3,900,000 36,500,000 1%
Washington 0 36,306,018 0%
West Virginia 986,000 17,209,156 6%
Wisconsin 0 32,031,400 0%
Total** 75,882,398 2,634,299,862 3%

**Does not include Alaska, Hawaii, and Wyoming

Source: NASDA, 2001 State Economic Development Expenditure Survey

(o)



@ Appendix 3

ITA/Trade Development
Programs for
Small Business

HOW TRADE DEVELOPMENT
HELPS SMALL BUSINESS
EXPORTERS

The International Trade
Administration’s (ITA) Trade
Development (TD) unit offers a well-
coordinated, economical, and accessi-
ble array of services to help small busi-
nesses (SMEs) increase their export
potential. TD continues to build on
these and other programs to ensure
that SMEs have the tools they need.

* Small Business Program. The
Small Business Program is I'TA’s focal
point for trade policy issues con-
cerning SMEs. The program brings
the small business point of view to
international trade policy discus-
sions, primarily through the
Industry Sector Advisory Committee on
Small and Minority Business for Trade
Policy Matters (ISAC-14), the only
advisory committee to the U.S.
government on small and minority
business export concerns. The
Small Business Program also provides
outreach and plans events for
small businesses and women- and
minority-owned firms, such as the
1999 Canada-U.S. Businesswomen'’s

Trade Summit.

Sector Expertise. TD’s industry
specialists annually provide SMEs
detailed information and analysis
on foreign market conditions and
opportunities, advocacy assistance,
general exporting advice, export
financing advice, industry analysis,
tariffs, regulations, business and

cultural practices, etc.

Counseling. Trade Information
Center. The TIC is a comprehensive
resource for export information
and assistance by phone, fax-on-
demand, or Internet. In addition
to basic export counseling and
information on regulatory require-
ments, trade events, government
programs, and sources of financing
and market research, the TIC
offers country and regional infor-
mation and counseling. During fis-
cal 1998, the center handled more
than 475,000 inquiries—approxi-
mately 90 percent of which were
from SMEs.

Advocacy. The Advocacy Center
combines the collective efforts of
ITA and other U.S. government
agencies (through the Trade
Promotion Coordinating
Committee) to level the playing
field. The Center’s goal is to
ensure that SMEs are treated fairly
when they participate in interna-
tional procurement tenders and
that their proposals are evaluated
on technical and commercial mer-
its. The Advocacy Center contin-
ues to be aggressive in its efforts

to provide advocacy support to

SMEs, which account for 51 per-
cent of the Advocacy Center’s
client-base. In fiscal 1998, the
total value of the 18 SME success-
es was $400 million, including an
estimated $330 million in U.S.
export content. In addition, as
suppliers or subcontractors to
larger U.S. companies’ overseas
projects, thousands of American
SME:s benefit indirectly from the

Center’s services.

Trade missions and events.
Working hand-in-hand with the
private sector, TD industry experts
help recruit and organize trade
missions for the Secretary and
Undersecretary of Commerce. In
1998, TD organized 61 trade mis-
sions, trade shows, and other pro-
motion events, helping 1,331
mainly small businesses to export
American products and services.
More than 80 percent of the par-
ticipants were smaller companies.
These firms reported nearly $431
million in direct export sales and
more than 485 overseas distribu-
tor and joint venture agreements.
It is estimated that as a direct
result, over 6,600 high-paying
U.S. jobs were supported.



Market Development
Cooperator Program. The
Market Development Cooperator
Program (MDCP) is a competitive
matching grants program that
builds public-private partnerships
by providing federal assistance to
nonprofit export multipliers, such
as states, trade associations, cham-
bers of commerce, world trade
centers, etc. These multipliers are
particularly effective in reaching
and assisting SMEs. MDCP awards
help underwrite the start-up costs
of exciting new export marketing
ventures that these groups would
not undertake without federal

government support.

SME Statistical Analysis. In
cooperation with the U.S. Census
Bureau, TD developed new statis-
tical information on the character-
istics of U.S. exporting compa-
nies. This project, known as the
Exporter Data Base (EDB), reveals

that 96 percent of all U.S. export-
ing companies are small or medi-
um-sized. In 1997, 202,000 SMEs
exported merchandise from the
United States. These SMEs were
responsible for nearly 30 percent
of all U.S. exports of goods.
Leading exports of SMEs include
industrial machinery, computers,
transportation equipment, electric
and electronic equipment, food,
and chemicals. Canada, Japan,
Mexico, the United Kingdom,
Germany, and South Korea were
the leading destinations for

SME exports.

ExportTrading Companies
and Trade Intermediaries.
The Office of Export Trading
Company Affairs (OETCA) pro-
motes the formation and use of
export trade intermediaries and
the development of long-term
joint export ventures by U.S.

firms, including joint ventures by

UL.S. firms that are competitors in
the domestic market. OETCA
administers two programs avail-
able to all U.S. exporters or
potential exporters. The Export
Trade Certificate of Review pro-
gram provides antitrust protection
to UL.S. firms for collaborative
export activities. The U.S.
Exporters’ Yellow Pages™ publi-
cation is designed to assist U.S.
trade intermediaries match with
U.S. producers of exportable

goods and services.

Source: International Trade Administration (ITA)
Trade Development (TD) Program,
http.//www.ita.doc.gov/td/td_home/smes.htm/



