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EDITOR’S

uring the late 18th century, the definition of “industry”
changed from meaning the nobility of human labor to
the systematic and organized use of that labor, gener-
ally with the assistance of mechanical devices and
machines, to create what would thenceforth be called
manufactured goods.

The onset of the Industrial Revolution in
the United Kingdom, and subsequently
in the United States, transformed not
only the nature of production of goods
but also what was produced as well as
where and how. Until the introduction of
factory production, goods were made in
small workshops or at home, by hand.
Moving manufacturing into large-scale
mechanized factories changed the nature
of production as well as society. The
demand for workers in urban areas led to
a population shift from agrarian towns to
cities. Other changes brought about by a
change in production included increased
rates of literacy, improved health and
mortality rates (which also contributed to
the population growth), and the distribu-
tion of information via a growing news
network as well as more efficient postal
systems. Innovation of mechanized tools
allowed more efficient production, which
in turn created more specialized manufac-
turing. Suddenly, industrialized societies
had more choices in their purchases, had
more leisure time, and were healthier and
better educated.

Better-educated populations create more
inventions, and innovations, and demand
more information. Modern manufacturers
are developing technology that is applied

to a range of industries from agriculture
and transportation to telecommunications
and pharmaceuticals. American manufac-
tures are at the top of the heap in terms of
developing and applying new technology
and methods resulting in more efficient
and productive processes. According
to the World Economic Forum’s 2002
Global Competitiveness Report, the U.S. is
the most competitive economy in the
world, in large part because of the strength
of America’s manufacturers.

Our feature this month looks at issues that
manufacturers of all types are facing in the
current global economic climate. Other
information in the magazine includes an
article in the Internet Marketing section
on building a Web presence or monitoring
the effectiveness of your current site, and a
success story on a company in the cooper-
age industry (you'll have to read the article
to find out what that is).

Next month, our focus will be on the
global opportunities in the medical device
industry. We will also get a briefing on
how to do business in the Nordic coun-
tries of Sweden, Denmark, and Norway.
Until then, drop us a line at export_amer-
ica@ita.doc.gov and good luck in your
exporting endeavors.

Cory Churches
Editor
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L |BELGium |

While the Belgian franchising
industry is well established, it still
offers opportunities.
According to the European Franchise

attractive

Federation, the coming years will expe-
rience a significant increase in the
number of franchise systems and fran-
chisees in Belgium. However, locating
a master franchisee requires time,
resources, and determination.

American franchisers interested in the
Belgian market should contact the U.S.
Commercial Service before attempting
market. The
Commercial Service also recommends
the Belgian Franchise
Federation and a franchise consultant
accredited by the Belgian Franchise
Federation. American firms should not
attempt to do business in Belgium

to penetrate the

contacting

without obtaining local legal counsel.
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Although Belgium is a highly devel-
oped country, the services sector seems
to be lagging. In franchising, Belgium
trails the United States by roughly 10
years and has yet to develop this serv-
ices subsector. A slow economy, low
interest rates, and cautious investments
make this is an opportune area for
American firms.

Imported products largely supply
Spanish demand for professional
audio equipment. Local audio equip-
ment production is limited and
concentrates on parts, components,

and loudspeakers.

The United States is a traditional sup-
plier to Spain of these types of products,
including amplifiers, loudspeakers,
microphones, and earphones. These
categories should continue to represent
the bulk of U.S. exports to Spain of
professional audio equipment in the
near future.

B
While worldwide sales of biotech
products are escalating, the biotech-
nology industry in Poland is evolving
and is still viewed mainly in scientific
terms. Polish business has not yet dis-
side of
biotechnology. There are plenty of

covered the commercial
excellent ideas and advanced research
projects conducted, but very litde is
done in the way of effective and prof-
itable  implementation.  Further
development of the biotech industry is
largely dependent on business alliances
with foreign entities and investors.

Due to the undeveloped nature of this
sector, there may be opportunities for
U.S. companies, including provision
of equipment and materials used in
medical and scientific laboratories,
investment in biotechnology, and joint
ventures with biotech companies and
research institutions.

The underdevelopment of the biotech-
nology industry in Poland is largely
attributed to the fact that the majority
of local pharmaceutical companies

manufacture generic drugs with little or
no research and development. With
limited government support aimed at
scientific research institutions only and
no private investment in this area, the
results of Polish biotech efforts will not
be visible for many years.

Ukraine has not yet developed a
national infrastructure for waste
management and disposal. A market
for waste recycling equipment is emerg-
ing. A positive trend in increasing the
proportion of recovered waste started
in 2000 and was confirmed in 2001.
Some 51 types of waste, which account
for about 60 percent of waste genera-
tion, are now recovered or recycled.
The most significant of these is the use
of coal waste and steel slag as construc-
tion materials.

The military forces in Ukraine do a lot
of recycling work, because they have
started to collect used tires, oil, batter-
ies, scrap metal, and other waste and
organize their delivery to centralized
processing or disposal facilities. A cen-
tralized system is also now being set up
to dispose of unusable ammunition
and explosives.

[ | sAuDI ARABIA

Installed power generation capacity
in Saudi Arabia is 23,438 megawatts,
up 5 percent from last year. By 2010,
Saudi Arabia will require an additional
capacity of 20,000 megawatts at a
projected cost of $30 billion. The
expected annual growth rate is 6 per-
cent. SEC, Saline Water Conversion
Corp., Saudi Aramco, and the newly
founded Power and Utilities Company
for Jubail and Yanbu (Marafiq) are cur-
rently constructing or planning 16
power generation projects valued at
more than $1 billion.

Saudi Arabia has 18 gas power genera-
tion plants, each connected to a 380
kV power transmission grid, and 19
diesel/gas power generation plants con-
nected to a 110 kV power transmission
grid. Expanding generation units
of compound circulation and steam



generation stations have contributed
significantly to increased power gener-
ation in Saudi Arabia. High demand
for electricity was also fulfilled by
using natural gas for operating these
units, raising efficiency and reducing
environmental pollution.

. UNITED ARAB EMIRATES

The construction industry is one of
the most active sectors of the UAE
economy. The UAE government will
spend more than $20 billion over the
next five years on infrastructure projects
and construction of government, com-
mercial, and residential buildings. The
construction and tourism industries are
the two major sectors of the local econ-
omy that continue to generate strong
demand for building products.

The demand for building products is
expected to grow rapidly as public and
private sectors float new construction
tenders. Current projects include con-
struction of new high-rise commercial
and residential buildings, houses,
hotels, beach resorts, hospitals, schools,
roads, public parks, shopping malls,

and expansion of two major interna-

tional airports.

]
In 2002, the South Korean sporting
equipment market grew by approxi-
mately 20 percent, to reach $882
million. Imports totaled $359 million,
up 32 percent over the $272 million
level in 2001. Imported sporting equip-
ment accounted for 41 percent of the

domestic market in 2002, up slightly
from 37 percent in 2001.

Over the past decade, South Korea’s
golf market has grown at an average
annual rate of 10 percent. U.S. manu-
facturers dominate the golf club
market, but they have lost considerable
market share to Japanese rivals.
Nonetheless, U.S. brands such as
Callaway and TaylorMade continue to
be highly regarded by many South
Korean golfers, and demand for them
shows few signs of softening. The most
rapidly growing segments of South
Korea’s sporting goods market include
fitness equipment, outdoor recreational
equipment, inline skates, and running
and cycling products. South Korean
demand for these products is slated to
rise by another 20 percent in 2003, as
consumers increase their spending on
sports and other outdoor activities. The
key forces driving this growth include
the gradual implementation of a five-
day workweek, a growing emphasis on
health and fitness, and increasing dis-
posable income in South Korea.

|
The Colombian market for medical
equipment, devices, and supplies
changed considerably with the struc-
tural health care reform ordered by
the 1991 Constitution. Its regulation
and implementation started with Law
100 of 1993. The general system is
operating, but some decision-makers
complain that over-regulation has
slowed down health care reform. Some
goals, including universal coverage, are
far from being met. The most signifi-
cant reform changes were the
termination of the
monopoly on social security services

government’s

and the providing of coverage, at no
additional cost, to dependents of
employees, who usually had lacked
health care coverage before the reform.
Under the new system, the private
sector can participate in administrat-
ing and providing health care services,
thereby allowing individuals to choose
among a wide range of public and pri-
In addition to the
implementation of reform, this sector

vate entities.

GLOBAL NEWS LINE

has been slowed down by national and
international economic recessions,
slow de-bureaucratization of former
monopolistic institutions, and by mili-
tary conflict and political unrest in the
country.

The Colombian import market for
medical equipment, devices, and sup-
plies for 2003 is estimated at $188.1
million, and it is expected to grow at an
average rate of 5 percent annually
during 2004-2006. Although the
United States’ participation decreased
from 49 percent in 2000, to 44 percent
in 2001, to 42.6 percent in 2002, it is
still the leading supplier of the sector.
The United States is followed by
Germany with 10.4, 12.6, and 11.4
percent, respectively, during the same
three-year period, and by Brazil with
shares of 7.7, 9.1, and 10.7 percent
during this same period. Prospects for
U.S. manufacturers of medical equip-
devices,

ment, and supplies will

continue to be strong.

The sector maintains its traditionally
high scientific level of diagnosis and
treatment. Transplants are routinely and
successfully performed in Bogot4, Cali,
and Medellin. A significant number of
private and some public health care
providers operate with state-of-the-art
technology and continue to demand the
most advanced medical equipment,
devices, and materials. Prospective U.S.
exporters have the advantage of brand
name recognition and end users
acceptance; however, they must con-
sider the many changes resulting from
the reforms and the sector’s restricted
economic resources in developing mar-
keting strategies and finding attractive
financing terms and conditions. |

NEED MORE DETAIL?

Ask a commercial officer at one of
the Department of Commerce
posts located around the globe.
Contact information, including
phone, fax and e-mail, is available
by calling the Trade Information
Center at (800) USA-TRAD(E).
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SUCCESS STORIES

Writing the Book
on Exports

by Curt Cultice
ITA Office of Public Affairs

You cannot judge a book by
its cover, but one publishing
company sure knows a best-

seller when it reads one. It was
1926, its first year of operation, when
DPelican Publishing Co., of Gretna, La.,
published the first trade book written
by William Faulkner. Thousands of
voracious readers gobbled up copies of a
book by what many now consider to be
America’s greatest literary giant.

The title of that book was Sherwood
Anderson and Other Famous Creoles. The
book highlights the lives and multi-
ethnic diversity of authors residing in
New Orleans’ French Quarter in the
1920s, where Faulkner lived. But it was
not until Pelican came under new own-
ership and direction of Milburn and
Nancy Calhoun in 1970 that it began to
turn a new leaf and tackle the unique
challenges of marketing internationally.

“If you look at the history of every
major publishing company,” recalls Dr.
Milburn Calhoun, who is a retired
medical doctor, “you’ll find that at some
point early on they had a ‘big book,” a
breakout book that opens up all kinds
of doors. As soon as we read See You at
the Top, we knew it was our big book.”

It was. The 1975 book by Zig Ziglar
became an international phenomenon,
soon steamrolling its way to best-seller
status with more than 1.6 million
copies sold.

6 EXPORT AMERICA August 2003

“See You at the Top is an exceptional
business and motivational book, the
kind of book whose principles work
well across numerous cultures,” says
Calhoun. “There’s a great demand for
business content internationally.”

Small wonder. The forward flap of the
book identifies Ziglar as one of the
great motivators of the age with an
“ability to encourage, uplift, and
inspire audiences.” Then there is the
down-to-earth subtitle: “The ‘How to’
book that gives YOU a ‘Check Up’
from the ‘Neck Up’ to eliminate
‘Stinkin  Thinkin® and AVOID
‘Hardening of the Attitudes.”

CHAPTER
Talk about motivated sellers, buyers,
and readers. See You at the Top inaugu-
rated Pelican’s program of foreign rights
sales, yielding rights sales in 19 lan-
guages, ranging from Bulgarian and
Chinese to Russian and Slovenian; in
addition, English-language rights have
been sold
Malaysia, and Singapore.

to Brunei, Indonesia,

Pelican aggressively expanded its pub-
lishing program in the wake of See You
at the Top, not only extending its line
of business and motivational books,
but also branching off into categories
such as cooking, travel, children’s, his-
tory, politics, and regional. Pelican
now has more than 1,500 titles in
print and publishes 75 to 100 new

books annually, entertaining millions
of readers.

As the lines of titles expanded, Pelican
decided it had reached a critical mass
of titles that opened the door to actual
distribution of bound books in foreign
markets rather than just rights sales.
attained—
arrangements with book distributors

Pelican  pursued—and

in the major English-language markets
of Canada, the United Kingdom,
Europe, Australia, New Zealand, and
South Africa.

Pelican also has deals in the works for
Singapore, Malaysia, India, and Brunei.
At the same time, the firm has in place
nearly 200 separate foreign rights agree-
ments in 27 languages.

The heart of Pelican’s international
marketing is its participation in the
Frankfurt Book Fair. Held annually
in Germany, this trade fair is the
major gathering of publishers world-
wide. This year, Pelican hopes to
pursue rights sales on its new busi-
ness titles: The Blockbuster 1oy, on
how to create and market children’s
toys;  The
Prosperity; and Dreamweaving: The

Secret  to  Permanent
Secret to Overwhelming Your Business
Competition.

Calhoun expects that Pelican’s growing
list of Second World War history titles
will help pique the interest of European
rights buyers, expanding on recently



released titles like Black Knights: The
Story of the Tuskegee Airmen. This book
describes  the famous African-
American squadron that flew fighter
escorts on more than 1,500 missions
and never lost a bomber, an
unmatched record. Then there is 7he
Ghost Army of World War II. Ghost
army? That's right: “The 23rd
Headquarters special troops was a force
of only 1,000 men who often mas-
queraded as 34,000 with skilled

deceptions,” says Pelican’s catalog.

This fall, Pelican will release a major
book from an author with previous
best-sellers in both fiction and non-
fiction: The Influence of Air Power upon
History, by Lt. Colonel Walter Boyne,
which is expected to sell widely in
Europe. Two other publications
include The Bataan Death March: A
Soldiers Story, and Truman’s Dilemma,
which is about the momentous deci-
sion to drop the atomic bomb.

“In Asia, we see quite a demand for
business books, and in Europe, there’s
a lot of interest in history as well,”
explains sales manager Joseph
Billingsley. “One of our top sellers in
Asia is the motivational book, Think
Like a Winner!”

Billingsley says that business books are
also gaining popularity in Africa, and
that children’s books, while selling well
in Mexico, are already a big hit in Japan.
“We were quite surprised to find
that the Japanese love
Raggedy Ann books,
mainly because of the big
colorful pictures,” he says.
“We're doing great business
there in children’s books.”

In the United Kingdom, Pelican
has smoothed out some rough
transatlantic sailing. “We found
that in Britain, people are very par-
ticular about having the words in
children’s books spelled exactly as it is
in their country, so we were not ini-
tially successful with using the

American version,” Billingsley says.

“Our colorful, ah, ‘colourful’ chil-
dren’s books are now tailored to the
U.K. market.”

Pelican is now working to identify
large English-language markets that it
has not yet reached, and to locate dis-
tribution partners in those countries.
To do this, Pelican turned to the U.S.
Export Assistance Center in New
Orleans and its director, Donald van
de Werken. “We were hoping to do
more business in Japan, and we were
told there was a significant English-
language book market there, as well as
substantial income to be spent on
books, Calhoun says. “This market
research was tremendously helpful, as
we wanted to explore actual distribu-
tion and not just rights sales.”

Van de Werken introduced Pelican to
the export assistance programs offered
by the U.S. Commercial Service and
recommended  the International
Partner Search. “In our case, they used
our book catalogs as the primary sell-
ing tool and took these catalogs to the
prospects they had identified,”
Calhoun says. “The program resulted
in several leads, including a promising
prospect that dis-
tributes and buys
rights—the Dbest
of both worlds for

our company.”

SUCCESS STORIES

The firm is also looking to do business
in Mexico, and has also obtained sev-
eral leads through potential prospects
introduced to them by Van de Werken.

Whether it is a novel in the Netherlands
or a mystery in Morocco, revenue gen-
erated from selling books in foreign
markets is a small but critical compo-
nent of Pelican’s livelihood, explains
Billingsley: “As a percentage of overall
sales, foreign sales—including rights
sales and sales to our distributors—are
quite low. But you have to understand
that publishing is a notoriously low-
margin industry, with profit margin for
publishers at best, around 7 percent.
Lots of publishing firms would be very
pleased to achieve even that. As a result,
the so-called extra revenue from foreign
markets, though small, is often what
puts publishers into profitability.”

Pelican now publishes more than 100
books annually and employs a staff of
35. More than 75 years after its publi-
cation of the book by Faulkner, Pelican
Publishing, like Faulkner, continues to
endure in its own way.

Walter J. Boyne
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The U.S. Cooperage
Industry

Minding Its “Chivs” and “Adzes”

by John Ward
ITA Office of Public Affairs

Wilson Forest Products, the
winner of the Small Business
Administration’s 2003 Small
Business Exporter of the Year
award, is helping wine pro-
ducers worldwide to create
the flavors that define their

products. Have you ever encoun-
tered an adze or a chiv? Can you dis-
tinguish a barrique from a piéce? Have
you ever felt a croze along a stave? If
these terms mean something to you,
then you are probably familiar with
the esoteric world of wood barrels

and vats, or cooperage. These con-

tainers, once the mainstay of
shipping and trade, gradually gave °
way to plastic and metal containers
at the beginning of the 20th cen-
tury. But they have retained their
importance in a prestigious
niche market throughout the

world: wine and spirits distill-

ing, where the wood used in

the barrels that store these bev-
erages—typically oak—imparts
some of the elusive flavors that
give today’s best
whiskies their distinctive tastes.

wines and

The market for the oak staves that

are used in the manufacture of wood
barrels is one that several U.S. produc-
ers have successfully exploited over the
past several years, as world wine pro-
duction has increased. This year, one
of these producers—Wilson Forest

8 EXPORT AMERICA August 2003

Products, of Jefferson, Pa.—has been
recognized by the U.S. Small Business
Administration, which named the
company the 2003 Small Business
Exporter of the Year.

GROWING WORLD MARKET
Founded in 1931, Wilson Forest
Products is located in southwestern
Pennsylvania, some 40 miles south of
Pittsburgh. With 65 employees, the
company’s plant includes a stave mill, a
barrel plant, 30 acres of drying yards,
and 55,000 square feet of manufac-
turing and warehouse space.

Since its inception, the company has
specialized in the manufacture of
high-end wood staves—the portion
of the barrel that makes up the
sides—and barrelheads. Each
year, some 6 million feet of logs
of American white oak are pur-
chased from Wilson’s suppliers.
The logs are quarter-sawn,
then carefully cut into smaller
pieces at the company’s plant.
These staves are allowed to
season, or age, for 18 to 24
months. Once the seasoning in
complete, the wood is shipped to
wineries or to the barrel makers
who will build the barrels for them.

The company also sells completely
assembled barrels through a sub-
sidiary, Keystone Cooperage, which
was established in 2001. This product

line came about largely in response to
domestic demand for assembled bar-
rels, according to company president

Bill Wilson.

A crucial element in the production of
both staves and barrels is the seasoning
of the wood. This ageing process
reduces the heavy tannic quality of the
oak, while allowing other, subdler fla-
vors to come forth. But there is a
downside for the producer, since the
seasoning process requires Wilson
Forest Products to carry a sizeable
inventory. According to Bill Wilson, at
any given time there are 1 million feet
of logs on the company’s property, and
some 5 to 6 million feet of logs are
processed each year.

SELLING TO A
WORLD MARKET

More than 90 percent of Wilson Forest
Products’ sales are made to foreign
buyers. Cooperage
Wilson enjoyed a prosperous run in the
1990s. The expansion of wine produc-
tion in so-called “New World” wine
countries—such as Chile, South Africa,
Australia, and New Zealand—during
that decade gave U.S. companies a
ready market for their wood and fin-
ished barrels. This was especially true in

exporters  like

the case of wine producers who were
seeking to go upmarket by replacing
steel vats with oak. According to the
U.S. Department of Agriculture’s
Foreign Agricultural Service, the

market for U.S. producers continues to



be good, though the export market for
all kinds of cooperage products—
including wood parts and finished
barrels—has suffered a precipitous drop
over the past two years, declining from
$104.7 million in 2000 to $57.3 mil-
lion in 2002.

By country, major buyers of oak staves
and finished barrels in 2002 included
Spain, Canada, the United Kingdom,
and Australia. The end uses of these
exports vary by country. According to
economist William Bornsheim of the
USDA, the exports to the United
Kingdom have been almost exclu-
sively for whiskey barrels, while those
to countries like Spain are used in
wine production.

EXPLOITING U.S.
ADVANTAGES

U.S. producers of oak staves and wood
barrels have a couple of competitive
advantages in the world market. One is
that American white oak has a tight
grain, which makes it less porous and
thus especially resistant to leakage.
Another advantage is that the price of
American oak is significantly lower that
its main competitor, French oak.
Barrels made from the latter typically
cost more than twice what an American
wood barrel would cost. Since oak bar-
rels have only a limited reuse capacity
in winemaking (they are typically
replaced after three to five years, since
the flavor-enhancing quality of the
wood diminishes with each use), this
cost advantage can be significant.

MEETING THE CHALLENGES
OF EXPORT FINANCE

Curing and storing a large inventory of

oak staves presents a formidable finan-
cial challenge. When Wilson Forest
Products’ larger accounts insisted on
paying only upon shipment, the com-
pany faced a dilemma: finance a large
inventory or lose clients. In early 2002,
with the assistance of PNC Bank of
Greenburg, Pa., the company was able
to obtain a line of credit that came
with a guarantee from the Export-
Import Bank of the United States.

Under the Ex-Im Bank’s working capi-
tal guarantee program (see related
articles in the April 2003 and July
2003 issues of Export America), the
bank will guarantee 90 percent of a
commercial lender’s loans that are used
to meet the needs of pre-inventory
build-up and accounts receivable.
According to John Malone of PNC
Bank, Wilson’s lender, the company
“would probably have had a difficult
time” without the Ex-Im Bank guaran-
tee. “They were better able to retain
customers with the Ex-Im’s assistance,”
says Malone, “and the approval process
took only six to eight weeks.”

FACING THE CHALLENGES

What’s on the horizon for oak stave
and barrel manufacturers like Wilson
Forest Products? According to Bill
Wilson, his company and other suppli-
ers to the wine industry are facing “a
complete rearrangement of winery
ownership around the world.” Large
been buying
family-owned, medium-sized wineries
that have good profit margins. “We
now have to do business the way they

conglomerates have

want to do business,” says Wilson.

Financing also remains a big challenge
for an exporter like Wilson Forest
Products. “Exporters need to have
bankers who understand their busi-
ness available to provide financing for
plant and equipment,” says Wilson.

“Otherwise, we are going to get
beaten in the world market.” [ |

SUCCESS STORIES

HONORING SMALL
BUSINESS ACHIEVERS

The Small Business Exporter of the Year
award is one of several awards that are
being presented this year by the U.S.
Small Business Administration to cele-
brate the dedication and success of
small businesses across America. Other
award categories include the Phoenix
Award (for disaster recovery), the Small
Business Advocate Award, the Special
Achievement Award, and a Small
Business Person of the Year from each of
the states and territories. All of the win-
ners in these categories—as well as
seven “advocacy” awards presented by
the SBA Office of Advocacy—will be
invited to Washington, D.C., during the
National Entrepreneurial Conference
and Expo, where they will be honored at
a number of events. The conference will
be held September 17-19, in order to
coincide with the 50th anniversary of
the establishment of the SBA in 1953.

The selection of the winners is based
not only on the financial success of the
business but also on employee growth,
innovativeness, and community involve-
ment. For more information about the
award process and the National
Entrepreneurial Conference and Expo,
visit www.sba.gov/50.
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NEWS FROM COMMERCE

B Black Gold in the Caspian

Opportunities for U.S. Oil and Gas Firms in Azerbaijan

by Tish Falco

U.S. Commercial Service

Many years ago, people
traveled the Silk Road to trade
goods, services, and ideas.

Today, foreign businesses are continu-
ing to travel this ancient route and
stopping in Baku, Azerbaijan, to take
advantage of commercial opportunities

_ in the oil and gas industry. Azerbaijan,

located in the Caspian Sea region,
gained independence in 1991. Baku,
the country’s capital, is located on the
Caspian Sea, which affords Azerbaijan
easy access to shipping and oil and nat-
ural gas reserves. Currently, Azerbaijan
relies on the oil and gas sector for a large
percentage of their income, with crude
oil and oil products comprising over 70
percent of Azerbaijan’s exports and oil-
related revenue constituting 50 percent
of the country’s budget.

Foreign investment has revitalized the
country’s oil sector by developing new
projects, refurbishing equipment, and
modernizing training methods. To date,
U.S. firms,

medium-sized companies, have been

especially small and
apprehensive to do business in
Azerbaijan because of political and eco-
nomic factors. To support and attract
foreign investment and business,
Azerbaijan has made key economic and
political reforms, reinforcing regional
stability and decreasing major trade
obstacles. Azerbaijan is a challenging

business market, but patience is the key.

EAST-WEST
ENERGY CORRIDOR

Due to global demand for energy and
Azerbaijan’s position at an East-West
crossroads, burgeoning oil and gas
opportunities in the Caspian Sea
region exist. Industry and government
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experts estimate that crude oil reserves
will reach 7 to 13 billion barrels, and
natural gas production will reach
approximately 30 trillion cubic feet.
In 1992, the State Oil Company of
Azerbaijan (SOCAR) was established,
merging two of the country’s state oil
companies. SOCAR and its many sub-
sidiaries are responsible for the
production of oil and natural gas in
Azerbaijan, operation of two refiner-
ies, running pipeline systems, and
trade.
Azerbaijan only has two oil pipelines

managing  oil Currently
to export oil: the Baku-Novorossiisk
pipeline (northern route) and the
Baku-Supsa pipeline (western route).

There are three major projects in
Azerbaijan that constitute a majority of
the oil and gas opportunities for for-
eign investment in the region:
Azeri-Chirag-Guneshli (offshore oil),
Shah Deniz (natural gas), and the
Baku-Thbilisi-Ceyhan  oil pipeline.
Although many of these projects
have been tendered or are in current
development, many subcontracting
opportunities exist for U.S. firms,
including offshore exploration, produc-
tion, services, and onshore infrastructure
and pipelines. Key procurement oppor-
tunities include drilling equipment, civil
engineering, pipe coatings, pipe-laying
equipment, gas processing, pump sta-
tions, and training.

British Petroleum (BP) is leading
exploratory efforts in the region and is
the major operator of the Azerbaijan
International Operating Company
(AIOC) consortium, which oversees the
Azeri-Chirag-Guneshli (ACG). BP also
is the lead operator in the Shah Deniz
consortium. By the end of the third

phase of the ACG project (or full field
development), industry experts predict
that there will be 5.4 million barrels,
with one million barrels for export. The
Shah Deniz project, considered one of
the largest natural gas discoveries in 20
years, was sanctioned in early 2003.
First phase development entails the
installation of a new fixed offshore plat-
form, two undersea pipelines, and a
new onshore gas-processing terminal.
Future project opportunities include
offshore platforms, drilling services,
well casing, and maintenance. The
Baku-Tiblisi-Ceyhan (BTC) project is
estimated to produce 1 million barrels
per day, with first production expected
in early 2005.

HOW TO DEVELOP

OPPORTUNITIES IN

AZERBAIJAN

With more than 90 U.S. companies
successfully operating in Baku, there
is still growth potential for small
and medium-sized U.S. companies.
Although U.S companies have been
apprehensive to explore the oil and gas
industry in Azerbaijan, future growth
prospects exist, as outlined above. By
developing a solid long-term, market-
entry strategy, U.S firms can be
successful in Azerbaijan and the
Caspian region. Key elements include
partnering with major foreign and
Azeri players, working under a pro-
duction sharing agreement (PSA),
following market development trends,
and leveraging advocacy and trade
promotion assistance from key inter-
national organizations.

Partnering with foreign or local dis-
tributors on current subcontracting
opportunities is a good way to explore



the market while working with some-
one who is familiar with the market and
without committing considerable
resources. One way to find up-to-date
project information and future procure-
ment opportunities is to register your
firm as a supplier on the Web site of
the Enterprise Center in Baku
(www.ecbaku.com). As part of the
AIOC, BP has created this site, where
oil and gas firms, including U.S. firms,
can register as pre-qualified suppliers
and submit bids on future tenders.
Because of the exploratory nature of oil
and gas projects in Azerbaijan, the Azeri
government has worked with interna-
tional organizations and the business
community to decrease trade obstacles
to foreign investment. One example is
by creating PSAs, helping to mitigate
risk by providing a solid foundation for
foreign investment in oil- and gas-
related sectors. (PSAs, which supersede
national laws, outline favorable trade
terms, such as exempting foreign
investors from hefty value-added tax or
import tax and outlining minimal local
content requirements.)

Once you know what projects exist
and who the players are, how can you
meet the right people to cement the
partnership? You can start by working
with several regional and U.S.-based
trade promotion agencies. The U.S.
Department of Commerce offers vari-
ous products and services to ensure that
U.S. companies expand their presence
effectively and securely in Azerbaijan
and the Caspian region. The U.S.
Commercial Service, partnered with
BISNIS (Business Information Service
for the Newly Independent States),
offers custom products and services to
help you meet pre-qualified key indus-
try and business players, obtain
up-to-date market research, and access
advocacy assistance on major projects
and trade obstacles.

Now that you have the tools to find key
players to partner with, you need trade
finance options to increase your attrac-
tiveness to potential partners. One way
to tap into project finance is to visit the

Caspian Finance Center, which was
established to help U.S. companies
identify, evaluate, and finance commer-
cially viable projects in the Caspian
region. The Caspian Finance Center
brings together the resources of the
U.S. Trade and Development Agency,
the Overseas Private Investment
Corporation, and the Export-Import
Bank of the United States. The Caspian

Center,
Commercial Service, has facilitated the

Finance along with the
development of viable projects within
the region for U.S companies, includ-
ing the BTC and the trans-Caspian
pipeline, by helping U.S. companies

leverage important opportunities.

Attending industry-related business
development seminars and trade shows
will increase your chances of commer-
cial success in the region. In January
2003, the U.S. Commercial Service,
along with the World Trade Center in
New Orleans, organized a business
development conference, providing a
networking forum to bring together
American and Caspian region firms. To
maximize the synergies at the confer-
ence, many firms attended the Caspian
Oil and Gas Show, the premier industry
venue, bringing together major industry
and government players from all over
Europe, Asia, Central Asia, and the
Middle East. The show is a great way to
meet the people you need to know to
access projects, business opportunities,
and trade finance. For more informa-
tion, visit www.caspianevents.co.uk.

[ | LOOKING AHEAD

Azerbaijan is an emerging market that
requires patience, fortitude, and flexi-
bility to ensure success. With further
foreign investment and project devel-
opment, the country is positioning
itself to become a major energy player
in the global market. By tracking
current market and project develop-
ments, you will be able to take
advantage of procurement and subcon-
tracting opportunities on the horizon.
Furthermore, by strategically aligning
yourself with key industry and govern-
ment players in both the U.S. and

NEWS FROM COMMERCE

Azerbaijan, you will be able to navigate
the oil and gas industry and find lucra-
tive opportunities. Once you have
successfully achieved your commercial
goals in Azerbaijan, you will be able to
expand throughout the Caspian Sea
region, especially in Kazakhstan. Do
not miss out on your opportunity to
create your own route to the modern

Silk Road. |

YOUR ROUTE TO THE
SILK ROAD

Key Industry and Government Resources

U.S. Commercial Service

U.S. Department of Commerce

To find your local office and learn about trade
promotion services, business development semi-
nars, and trade shows, visit www.export.gov. The
back cover of this magazine also includes a list of
offices. Current market research on the Caspian
region is also located at www.export.gov.

BISNIS

U.S. Department of Commerce
Tel: (202) 482-4655

Fax: (202) 482-2293

E-mail: bisnis@ita.doc.gov
Web site: www.bisnis.doc.gov

Trade Advocacy Center
U.S. Department of Commerce
Tel: (202) 482-3896

Fax: (202) 482-3508

Web site: www.trade.gov/advocacy

Embassy of the United States
in Azerbaijan

Tel: +994-12-980335

Fax: +994-12-656671

Web site: www.usembassybaku.org

Caspian Finance Center
Tel: +90-312-468-608]1

Fax: +90-312-466-6082

Web site: www.caspianfinance.com

American Chamber of Commerce
in Azerbaijan

Tel: +994-12-971333

Fax: +994-12-971091

E-mail: info@amchamaz.org

Web site: www.amchamaz.org

U.S.-Azerbaijan
Chamber of Commerce
Tel: (202) 333-8702

Fax: (202) 333-8703

E-mail: chamber@usacc.org
Web site: www.usacc.org
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Ask the TIC

Financing Your Export Sales Using Export Express

by Linda Abbruzzese

Trade Information Center, Trade Development

1o help small companies export, the U.S. Small Business
Administration (SBA) has developed a streamlined financing
program called SBA Export Express.

WHAT IS EXPORT EXPRESS?

SBA Export Express combines SBA financial and technical
assistance to help small businesses secure export financing.
This loan guarantee program helps small businesses that
have exporting potential and need funds to cover the initial
costs of entering an export market. Loan proceeds can be
used for most business purposes, such as expansion, equip-
ment purchases, working capital, inventory and real estate
acquisitions, participation in trade shows, standard certifi-
cations such as CE marking and ISO 9000, and
modifications of a company’s Web site to accommodate
export transactions. A loan may be set up as either a line of
credit or as a term loan, depending on the borrower’s needs.

Because many small business exporters face unique chal-
lenges, the SBA Export Express program includes technical
assistance in the form of marketing, management, and
planning. On approval of an SBA Export Express loan, an
SBA representative will contact the borrower to offer appro-
priate assistance. The U.S. Export Assistance Center
network provides technical assistance in cooperation with
the SBA and U.S. Commerce Department’s network of
resource partners.

WHO CAN USE THIS PROGRAM?

SBA Export Express loans are available to borrowers who
meet the normal requirements for an SBA business loan
guarantee. Loan applicants must:

e Demonstrate that the loan proceeds will enable them
to enter a new export market or expand in an existing
market, and

e Have been in business operation, though not neces-
sarily exporting, for at least 12 months.

g HOW DOES THE PROGRAM WORK?

Any lender that is authorized to participate in the SBA
Express loan program for small firms doing business
domestically may participate in the SBA Export Express
program. Usually the lender is a local bank. SBA Export
Express lenders use expedited loan review procedures to
process SBA guarantee loans smoothly and quickly. The
lenders are able to use their own loan analyses, documen-
tation, and approval procedures and still receive the
guarantee of the SBA. After the lender approves an Export
Express loan, the lender must submit two forms to the SBA
Express Processing Center in Sacramento, Calif. These
forms allow SBA to make a quick eligibility review and
subsequently issue an SBA loan number to the lender. The
SBA typically provides the lender with a response within
36 hours.

The SBA Export Express guarantee is 85 percent for loans
up to $150,000, and 75 percent for loans over $150,000,
up to a maximum loan amount of $250,000. If a company
defaults on a $150,000 loan, the amount of risk to the bank
is 15 percent with SBA Export Express. SBA Express, which
includes both domestic loans and Export Express, is the
SBA's fastest-growing and perhaps most user-friendly pro-
gram for lenders for their smaller loans ($250,000 or less).

WHAT ARE THE BENEFITS OF
g EXPORT EXPRESS?
There are many benefits of the Export Express program.
The application procedure for the lender and borrower is
simple and fast. The benefit to the lender lies in the fact that
the loan is guaranteed by the government. The level of risk

is lower than it would be for a traditional loan, and the
approval process and paperwork are less cumbersome.

The borrower benefits through increased access to capital
that ensues from the high guarantee the SBA offers lenders
on Export Express loans. The SBA guarantee encourages
lenders to make loans to small business exporters that they
might not make on their own.

TRADE INFORMATION CENTERES
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WHAT ARE THE INTEREST RATES
AND TERMS OF AN EXPORT
EXPRESS LOAN?

SBA offers the competitive rates and terms small businesses
need to compete globally:

e Applicants negotiate terms with the lender.

e Rates may be either fixed or variable, and tied to the
prime rate.

e Lenders may charge 6.5 percent over the prime rate for
a loan of $50,000 or less.

e Lenders may charge 4.5 percent over the prime rate for
a loan over $50,000.

e The guarantee and servicing fees are the same as SBA's
regular 7(a) guarantee loans.

WHAT ABOUT MATURITY
AND RENEWALS?

Loan maturities are generally five to 10 years for working cap-
ital and 10 to 15 years for machinery and equipment (not to
exceed the useful life of the equipment).

FOR MORE INFORMATION

The International Trade Administration of the U.S.
Department of Commerce operates the Trade Information
Center (TIC) for the 19 federal agencies comprising the
Trade Promotion Coordinating Committee. These agen-
cies are responsible for managing the U.S. government’s
export promotion programs and activities. You, too, can
“Ask the TIC” by calling (800) USA-TRADE (872-8723),
toll-free, Monday through Friday, 8:30 a.m. to 5:30 p.m.
EST. Or visit the TIC at www.export.gov/tic.

TECHNICAL ADVICE .

E HOW DO | APPLY?

To find a lender certified by SBA to make Export Express loans
or to get additional assistance, visit www.sba.gov/oit, call (800)
U-ASK-SBA, or contact a local SBA representative (also listed
on the Web site). SBA representatives are located in all 50
states, as well as the District of Columbia, Puerto Rico, the
U.S. Virgin Islands, and Guam.

When phoning a certified lender, ask to speak to the SBA
department within the lending institution in order to apply.
Each lender uses its own application form and can unilaterally
approve the loan without an SBA review. After a basic review
by the SBA Express Processing Center, the SBA will issue the
lender a loan number. The lender will then contact the bor-
rower to arrange for loan closing. |

Richard Schulze, an SBA representative at the U.S.
Export Assistance Center in Arlington, Texas, con-
tributed to this article.
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TECHNICAL ADVICE

B Exporting Prudently
and Successfully

Evaluating and Mitigating International Business Risks

by Dennis R. Chrisbaum

U.S. Small Business Administration

There are risks in every busi-
ness. But if you know what
the risks are, you can try to

mitigate them. That is why we
have property, liability, and flood insur-
ance. When doing business abroad, the
risks may look ominous and be differ-
ent, but that does not mean you should
stay at home. Rather, you should clearly
identify the risks and then figure out
the best way to protect yourself against
them. Let’s look at some of these inter-
national business risks.

| JroLITICAL

Obviously, every country has its own

political system. Some governments are
stable; others are less so. There are pro-
fessional organizations that evaluate
country political risk, but you can do
some research to understand a coun-
try’s basic political structure and
history. Look up a country in The
World Factbook at www.cia.gov, read
“Background Notes” on each country
on the State Department’s site at
www.state.gov, and check out some
commercial sites, such as www.coun-
trywatch.com and www.aigonline.com.
You also can monitor news in newspa-
pers around the world at the World

News Network: www.wn.com.

The U.S. Commercial Service and the
U.S. Department of State prepare
useful guides for American businesses to
facilitate their international trade and
investment. Each Country Commercial
Guide offers an overview of a particular
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nation, including political, trade,
investment, and regulatory issues.
These guides are generally available for
downloading from within each coun-
try’s pages on www.buyusa.gov (select
the country to which you wish to export
from the drop-down menu on the
home page). They can also be found,
along with other country- and industry-
specific information, at www.export.gov
(select “Market Research” from the left-
hand column of the home page, and
then select the “Country and Industry
Market Reports” link).

__JEeconomic

Every country has its own economic
history of growth, inflation, productiv-
ity, monetary policies, and business
cycles. A foreign country might present
a greater economic risk, or a smaller
risk, than doing business in the United
States, but certainly it will be different.
The country’s economy could be tied
closely to one industry (mining, for
instance), or to that of a neighboring
country (Mexico’s reliance on the U.S.
economy, as an example). Also, a coun-
try might be open and embrace free
trade like Singapore does, or it might
try to protect its market with import
quotas or high tariffs. Whatever the
case, it is important to realize that when
you go abroad to do business, “you
arent home anymore.”

[ | COMMERCIAL

There is a commercial risk whenever
you conduct business. Agreed, it might
be easier to do a background check on a

business in New York City, than one in
Johannesburg. It is possible to order
credit reports on potential foreign
buyers from such organizations as
Veritas, Graydon, Dun & Bradstreet,
and Standard & Poor’s. Even more
important, you can insure your overseas
accounts receivable against political and
commercial risk through such organiza-
tions as the U.S. Export-Import Bank
(www.exim.gov) and large insurance
companies. Credit insurance can help
you get the order in the first place by
allowing you to offer attractive payment
terms, and it generally will permit you
to borrow against the overseas accounts
receivable, which would be considered
“unbankable” collateral, if uninsured. It
also should give you some peace of
mind, knowing that any loss would be
significantly reduced in case of default
(normal coverage is 90 to 95 percent of
the outstanding, invoiced amount). The
cost? Typically less than three-quarters
of 1 percent to insure your accounts
receivable worldwide: a real bargain.

The International Company Profile
program of the U.S. Commercial
Service helps U.S. companies evaluate
potential business partners by providing
a detailed report on overseas companies
that have been personally visited by a
trade specialist or commercial officer of
the U.S. Commercial Service. Through
the service, clients can request answers
to detailed questions about overseas
companies on a variety of issues and
receive expert advice from commercial
specialists about the relative strength of



the firm in its market and its reliability,
among other things. To get additional
information about these and other serv-
ices that help American firms find
foreign partners, contact the nearest
U.S. Export Assistance Center or visit
www.buyusa.gov.

[ | REGULATORY

Import regulations vary by product and
country, so make sure to check ahead of
time to ensure that your products qual-
ify for market entry. This is especially
important for food and pharmaceutical
items. However, regulations can govern
everything from certifying that your
products meet industry standards
(required to obtain CE marking, which
permits you to sell in the European

Economic Area), to meeting electrical
standards, to properly labeling your
products, to getting ISO certification.
A good importer should be able to
alert you to these requirements and the
procedures for obtaining any required
certification, as should the U.S.
Department’s  Export
Assistance Center staff in your area.

Every country has its own legal system.

Commerce

Many countries operate under civil law,
instead of common law as practiced in
the United States. Any firm that is
engaged in international business needs
to investigate the local legal structure.
An exporter may say that the agree-
ments he signs are under the laws of his
own state, but if a dispute over a distri-
bution agreement takes place in Italy,

you can be sure that Italian law will pre-
vail in any enforcement action. It is
critical to understand the laws of the
country in which you operate, as well as
international arbitration options. Also
remember to protect your intellectual
property (copyrights, patents, trade-
marks) by properly registering it in the
countries where you plan to do busi-
ness. How countries enforce their laws
also will vary greatly by country and
might well influence your decision to
pursue certain markets.

| | FINANCIAL

Two separate financial risks confront an
exporter: the method of payment and
foreign exchange risk. For example,
payment under a letter of credit has

-

much less risk than an open-account
sale or payment by an international
check. With regards to

exchange risk, most U.S. exporters con-

foreign

tinue to be successful in requiring
payment in U.S. dollars, pushing the
foreign exchange risk onto their buyers.
However, if you agree to accept pay-
ment in a foreign currency, there will
be a risk associated with the exchange
rate vis-a-vis the dollar, which can fluc-
tuate widely over time. Fortunately,
there is a way to protect yourself against
this risk, by buying a forward contract
at an international bank. A forward
contract is an obligation to deliver and
exchange a certain amount of foreign
currency on a future date, but at a pre-
determined exchange rate. This will
protect you against any adverse fluctu-
ation in the exchange rate, between the

TECHNICAL ADVICE

time of obtaining the purchase order
and getting paid for the shipment. In
order to mitigate these financial risks,
make sure you have an international
banker as a constant resource and
valued member of your export team.

L JCULTURAL |

When you deal with people in other
countries, there is always the risk that
you will do something offensive, prob-
ably through a lack of understanding.
A project or deal can easily be termi-
nated over a cultural faux pas. In
addition, a country’s culture might
determine if your product will even be
accepted in a market and, if so, how it
will need to be marketed and packaged.
Make sure you understand the cultural
nuances before entering a new market.
Some consultants specialize in provid-
ing cross-cultural advice. Two Web sites
with basic information on cultural
issues are www.executiveplanet.com
and www.culturegrams.com.

Piracy on the high seas has increased in

the past few years—primarily in
Southeast Asia and off the coast of
Somalia. In 1999, cargo ships were
boarded more than 150 times, mer-
chandise was stolen, and lives
threatened. While not the norm, ship-
ping risks always exist. Cargo planes
and ships do not always reach their des-
tinations. Merchandise can be lost or
damaged, which is why all shipments
are covered by insurance. A good freight
forwarder will help you address this
risk, because most can arrange directly
for such insurance.

While these are some of the risks that
you will face when doing business
abroad, none of them should discour-
age you if your company truly wants to
expand internationally. Rather, a plan
should be put in place to methodically
evaluate and mitigate each risk. Your
success in the international marketplace
may well depend on it. |
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NEW OPPORTUNITIES

Driving Global
Economic Growth

U.S. Manufacturing Firms Innovate to Stay Competitive

by the ITA Office of Public Affairs

The manufacturing sector
in America is the foundation
on which much of the rest

of our economy is built. US.
Census Bureau statistics reflect that fact.
Manufacturing generates 16 percent of
gross domestic product and directly
employs 18 million Americans, 14 per-
cent of all workers.

What these statistics do not capture,
however, is the extent to which manu-
facturing drives the rest of the economy.
Much is made of the rise of the service
sector over the last 20 years. It is an area
of undeniable strength and competitive
advantage in the U.S. economy. But we
should not overlook the fact that some
of the growth in the service sector has
come from outsourcing functions that
American manufacturers used to per-
form for themselves.

Internal shipping departments used to
be commonplace. In the mid- to late-
1980s, most major manufacturers
handled all of their own shipping and
customs brokerage. With that went a
variety of administrative and compli-
ance costs. Today, we see major
transportation logistics firms providing
these services at much lower costs. The

ability to offer such services on a scale
no manufacturing firm could match has
helped U.S. manufacturers and exporters
to reduce their costs significantly.

The shift from in-house to outsourcing
has also meant that jobs and statistics
that used to show up in the manufac-
turing column in our national income
accounts now show up under the
heading of services. In the past two
decades, the U.S. economy has experi-
enced significant restructuring. The
process of restructuring has strength-
ened our ability to compete worldwide
in both manufacturing and services.
The efficiencies gained through that
hard-won
results that continue to drive increases

restructuring  represent
in productivity, which ultimately
affects our standard of living.

The service sector is dependent on the
key user of services—our manufactur-
ing base, as well as other segments of
our economy. In the absence of a strong
manufacturing sector, our service busi-
nesses would suffer as well. The fact that
recent slowdowns in the service sector
coincided with similar slowdowns in
manufacturing activity is no accident.
In short, manufacturing activity drives
economic growth beyond the 16 per-

cent of GDP reflected in Census
Bureau statistics, which underscores the
importance of understanding the com-
petitive challenges our manufacturing
sector faces in global markets.

Does the fact that our manufacturing
sector faces challenges mean that this
important sector of the economy is
unable to compete in world markets?
The World Economic Forum’s 2002
Global Competitiveness Report answers
that question directly. The report
named the United States as the most
competitive economy in the world.
The report highlighted America’s sig-
nificant research and
development, innovative

levels of
business
community, strong venture capital
markets, and commitment to innova-
tion and technological advancement.

Each factor cited by the World
Economic Forum’s report underscores
the basic strength of our manufacturing
sector. Throughout our history, the
manufacturing sector has seized oppor-
and  pursued the latest
technology. In fact, manufacturing
accounts for approximately two-thirds
of private research and development
expenditures. This has resulted in sus-

tunity

tained technological innovations and
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NEW OPPORTUNITIES

ST OR YR

S UCCESS

Recognition for
Export Performance

In August 2001, Commerce Secretary
Evans presented Aranda Tooling with the
U.S. Commerce Department’s Export
Achievement Award. The firm has uti-
lized the services of the Commerce
Department’s U.S. Export Assistance
Center in Newport Beach, Calif. Raul
Lozano of the Newport office provided
counseling and trade show information
for the company’s exports to Brazil,
China, Japan, South Korea, Mexico, and
the United Kingdom.

“Small companies like Aranda are willing
to take a risk and smart enough to know
that the global economy is the place you
want to be to make money,” Evans said.
Evans noted Aranda Tooling’s great suc-
cess in exporting and the contributions
of the firm in creating jobs. “You truly
represent the backbone of our nation’s
economy,” he told Pedro Aranda and his
125 employees at the presentation.

Exports account for 50 percent of
Aranda Tooling’s sales, and the firm is
looking to use more of the services of
the U.S. Export Assistance Center in
Newport Beach. “There is a strong pos-
sibility that we will soon be arranging to
use the Commerce Department’s Gold
Key Service in Mexico, which provides
for pre-arranged business appoint-
ments,” says Aranda. “Mexico will likely
continue to be our largest market, espe-
cially with all the automotive assembly
that goes on there.”

Where else might Pedro Aranda be look-
ing to expand his firm’s sales?

“There’s plenty of export opportunities
out there,” he says. “The biggest challenge
is finding the customers.”
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“Manufacturers now and in the future don’t need

a specialized work force—we need a work force

capable of doing a variety of tasks. It’s a lot like

the tradesmen and artisans of a long time ago.”

—James G. Kriebel, BAE Systems, Nashua, N.H.
New Hampshire Business Review, June 19, 2003

tremendous productivity gains, which
in turn have fueled higher wages, living
standards, and economic growth.

That record of innovation, both in
products and manufacturing processes,
and in business and financial manage-
ment, has yielded continuing gains in
productivity. With rising productivity,
the business pages of our newspapers

generally focus on jobs lost and take
that as a weakness in American manu-
facturing. What that reporting
overlooks is that productivity gains are
the most fundamental indicator of
national economic health.

The recession in manufacturing began
at least 18 months before the recession
overtook the economy as a whole. The



sharp decline in economic growth in
Asia following the 1997-1998 financial
crisis translated into a sharp fall in
demand for the capital goods that rep-
resent areas of U.S. manufacturing
excellence. The 40 percent appreciation
of the U.S. dollar from 1997 to 2001
reflected the underlying strength of the
U.S. economy, but it also put American
manufacturers under increasing pres-
sure both in the competitiveness of
their exports and the competition they
faced here at home. Indeed, the fact
that Europe and Japan trailed the
United States into the recession and
still have yet to recover (e.g., European
economic growth in 2002, without the
contribution of a growing British econ-
omy, was 0.3 percent) has meant a stiff
challenge for American manufacturers
that relied on those markets for a share
of their own growth.

In light of these issues and challenges,
the U.S. Department of Commerce has
launched a series of roundtables to hear
directly from manufacturers about the
steps we can take in order to stay com-
petitive (see sidebar).

. INDUSTRY FEEDBACK

Industry associations, including the
National Association of Manufacturers
(NAM) and the Manufacturers
Alliance/MAPI, have identified
common issues with which most man-
ufacturers are dealing. These include:

M Lagging investment and R&D:
U.S. manufacturing’s share of total
U.S. capital investment expenditures
has declined since 1999. In addition,
R&D spending by manufacturers in
2000-2002 grew at only half the
pace of the previous decade.

B Exports below potential: Goods
exports have declined $86 billion
over the past two years. They now
account for only 6 percent of GDD,
compared with 8 percent in 1997. The
overvalued dollar, the Asian currency
crisis, and the post-September 11 eco-
nomic slowdown were key factors—
but so also was increased import

NEW OPPORTUNITIES

NATIONWIDE MANUFACTURING MEETINGS

In March of this year, Commerce
Secretary Donald L. Evans out-
lined an aggressive agenda to
cement the role of manufacturing
as a driving force in increasing
productivity, creating economic
growth, and creating jobs.

As a part of that agenda, Under
Secretary of Commerce for
International Trade Grant Aldonas

Donald L. Evans
34th U.S. Secretary of Commerce

and other Commerce officials are
taking a comprehensive look at the challenges and oppor-
tunities American manufacturers face by meeting with
manufacturers around the nation.

“President Bush has made economic growth and job cre-
ation a top priority of this administration, and he
understands that you can’t address those two priorities
without taking a serious look at manufacturing,” said Evans.
“Manufacturers have always reflected the best of American
business, showing resiliency and high productivity. This
administration will do all it can to ensure that manufactur-
ers can compete and win in the global economy.”

Officials from the U.S. Commerce Department have visited
more than a dozen cities across the country, discussing
sectors ranging from telecommunications to tooling.

Under Secretary Aldonas will review the findings of all of
the discussions and present a report to Secretary Evans
with recommendations early this fall.

For more information, visit www.export.gov/manufacturing.
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Lubricating Exports

Petrochem of Lockport, lll., manufactures
synthetic oven chain lubricants. Its presi-
dent, Carol Sluski, developed a unique
oven chain lubricant, called HT-2000, for
use in bakeries. Ms. Sluski credits the U.S.
Commerce Department’s Global Diversity
Export Training program in Chicago for
assisting her in expanding internationally.
The program is designed to prepare
women- and minority-owned firms to sell
their products and services internationally.

Lora Baker, regional coordinator of the
Commerce Department’s Global Diversity
Initiative, provided export counseling to
Ms. Sluski, encouraged her to enroll in
the export-training program, and to par-
ticipate in a Department of Commerce
trade mission to Guadalajara. One of the
companies that Petrochem met with at
this event is now the exclusive distributor
of Petrochem’s products in Latin America
and Spain. Ms. Sluski also followed Ms.
Baker’s advice to obtain an export credit
insurance policy from the Ex-Im Bank.

Petrochem now exports its oven chain
lubricants to Mexico, Britain, South Africa,
Spain, Argentina, Israel, Australia, New
Zealand, Germany, and Saudi Arabia.
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competition. Stagnating exports and
rapidly rising imports, particularly
from China, have raised the mer-
chandise trade deficit to record levels
(more than $480 billion in 2002).

M Large cost increases and declining
prices: The cost of manufacturing in
the United States has risen sharply as

a result of increased costs of health
care, litigation, and regulatory com-
pliance. While overall U.S. prices
have risen 18 percent since 1994, the
overall price level for manufactured
goods has declined 6 percent. Faced
with increasing costs and an inability
to raise prices, many manufacturers
find they have no choice but to move

“We aren’t afraid of competition, but we have to

know what we are competing against. We want a

level playing field.”

—Brad Beal, Jockey International Inc., Kenosha, Wis.
The Business Journal, May 30, 2003




abroad if they are to remain compet-
itive in the global economy.

M Skilled labor shortages: As manu-
facturing workers retire or move to
other occupations, the pool of
skilled labor is not being replen-
ished. A recent NAM survey found
that 80 percent of manufacturers
faced a shortage of qualified job
applicants even as they reduced their
work forces. In another survey, one
out of eight employers said that job
applicants needed training in basic
reading, writing, and math skills.
According to a study conducted by
MAPT of high school students in the
Midwest, only 1 percent of high
school students would like to work
in manufacturing, which tied with
religion for last place among 18 pos-
sible career choices.

. GAINS IN PRODUCTIVITY

Despite the challenges that manufac-
turers are tackling, there are a few
optimistic observations, which are
identified in a larger study conducted
by the Manufacturers Alliance. In the
last 12 years, manufacturing has actu-
ally grown faster than the overall
economy. Manufacturing grew by an
average of 3.3 percent in this period, or
almost 10 percent faster than the 3.1
percent growth rate for the overall
economy, according to data collected
by the Bureau of Economic Analysis.
The value-added and technology con-
tent of U.S. manufacturing remains
superior to most other countries.

Since the 1990s, there has been a recov-
ery of productivity growth, led
predominantly by manufacturing, and
the lower unit labor costs associated
with this productivity boom allow
U.S. manufacturers to compete effec-
tively in global markets. Much of the
gain in productivity is derived from
investments and innovation in tech-
nology. New productivity-enhancing
technology developed largely in the
manufacturing sector is the source of
many of the efficiency improvements
in other sectors of the economy.

| | DISCUSSIONS

During the roundtables with various
industry sectors, hosted by Bush
administration officials, several themes
emerged that are of particular concern
to all sectors, not only manufacturing.

Protecting Intellectual Property

Public policy aimed at protection of
intellectual property is based on the
desire to ensure a rich, diverse, and
competitive
inventors, scientists, writers, artists,

marketplace.  Giving
businesspeople, and others enforceable
property rights in their creative work
makes it possible for creators to recoup
their investments in the creative
process, encouraging them to devote
their time and efforts to developing
new works, products, and services.
Creators home countries also benefit
when intellectual property rights are
protected by law. For example:

Bl Copyright laws encourage creation of
literary works, computer programs,
artistic works, and expressions of
national culture.

M Patent laws encourage discovery
and invention of new and im-
proved products, processes and
other contributions to society,
while ensuring public access to
information regarding these new
products and processes.
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B Trademark laws encourage develop-
ment and maintenance of high-quality
products and services that engender
customer loyalty.

Because thieves, pirates, and counter-
feiters neither respect national borders
nor pay taxes, effective enforcement of
intellectual property rights is crucial.

Enforcing Trade Agreements
Manufacturing is no longer a purely
domestic endeavor. As with all interna-
tional commerce, access to export
markets is essential to ensuring smooth
business cycles. The United States has
negotiated and enacted more than 300
trade agreements, ranging from civil
aircraft to telecommunications services.
American companies reap the benefits
of these agreements only when they are
actively enforced. The Market Access
and Compliance division within the
International Trade Administration
monitors and enforces trade agree-
ments so that U.S. firms receive the full
benefits of an expanded marketplace
and lower costs of doing business. U.S.
companies can report trade barriers to
the Trade Compliance Center via
www.export.gov/tec.

The United States recently concluded
free trade agreements with Singapore
and Chile. Other agreements in the
pipeline include Australia, Central
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Have Microbes,
Will Travel

Dan Kelley is CEO of Tierra Dynamic
Company, a Phoenix-based environmen-
tal firm specializing in removing toxins
from soil and water. He and his 30
employees focused on emerging markets
a few years ago. With the help of the
U.S. Commercial Service and some very
special bugs, they have seen their inter-
national business go from nothing to 25
percent of annual revenues.

Kelley says the move into international
markets was a matter of common sense.
“The environmental industry is new to
many developing countries, and we can
compete better over there than we can
in more developed countries,” he says.
Kelley explains that competitors with
similar technologies tend to be bigger
firms for which a $300,000 contract
isn’t worth the effort. “There’s a big void
in the market, and we’re happy to fill it.”

Tierra Dynamic negotiated the rights to
the patent for a technology called bio
sparge. Simply put, Kelley’s firm culti-
vates bacteria that occur naturally, and a
special process induces them to eat
spilled hydrocarbons and other bad
stuff at an accelerated rate. These are
no anorexic bugs. “We increased their
appetite,” he says. And what an
appetite. According to Kelley, this tech-
nique remediates soil three times faster
than other methods now on the market,
a significant advantage when you’re con-
cerned about carcinogens that can
cause cancers and other health prob-
lems. Tierra Dynamic has negotiated the
rights to another patented technology
that destroys PCBs—a particularly
lethal source of carcinogens. “When you
see whole families, including very young
children living near this stuff, you're
glad you can help protect their health,”
says Kelley.
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“One way of dealing with overseas competition

is to streamline operations and make them as

efficient as possible.”

—Mark Buck, Hypertherm, Inc., Hanover, N.H.
New Hampshire Business Review, June 19, 2003

America, and the countries that comprise
the Southern African Customs Union.

RESOURCES AND
ASSISTANCE
Manufacturing Extension

Partnership
WWW.mep.nist.gov

The Manufacturing Extension Partner-
ship (MEP) is a network of not-for-profit
centers in more than 400 locations
nationwide, whose sole purpose is to
provide small and medium-sized man-
ufacturers with the help they need to
succeed. The centers, serving all 50
states and Puerto Rico, are linked

through the Commerce Department’s
National Institute of Standards and
Technology (NIST). Centers are
funded by federal, state, local, and pri-
vate resources to serve manufacturers.
That makes it possible for even the
smallest firms to tap into the expertise
of manufacturing and business special-
ists all over the United States. These
specialists are people who have had
experience on manufacturing floors
and in plant operations.

Each center works directly with local
manufacturers to provide services tai-
lored to their most critical needs, which
range from process improvements and



worker training to business practices
and applications of information tech-
nology. Solutions are offered through a
combination of direct assistance from
center staff and outside consultants.
Centers often help small firms over-
come barriers in locating and obtaining
private-sector resources. Since the
beginning of MEP, more than 149,000
firms have received help.

Results

Evaluation is a key element of all MEP
programs and activities. Results are
used to assess the effectiveness of serv-
their
performance of client firms, and to
help guide planning at both the center
and network levels. By measuring
short- and long-term impacts, MEP
can assess economic returns on the fed-

ices and impact on the

eral investment in manufacturing
extension services. Small manufacturers
that work with MEP centers exhibit
dramatic improvements. For example,

in a survey of MEP clients served from
October 2000 through September
2001, 4,800 companies around the
country reported that, as a result of
MERP services, they:

B Created or retained 25,000 jobs;

M Increased or retained $2.2 billion
in sales;

M Realized $442 million in cost sav-
ings; and

M Invested $681 million in moderniza-
tion, including plant and equipment,
information systems, and work force
training.

Small Business Innovation
Development
www.sba.gov/sbir

The Small Business Innovation Research
and Small Business Technology Transfer
programs provide an opportunity for
small, high-technology companies and
research institutions to participate in
government-sponsored research and
development in key technology areas. If
you run a small business with 500 or
fewer employees, or a non-profit
research institution, such as a university
or a research laboratory with ties to
small business, then you will want to
learn more about these programs and
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sources of seed funding for the develop-
ment of your innovations.

The Office of Technology within
the U.S. Small Business Administration
strengthens and expands the competi-
tiveness of small high-technology
research and development businesses in
the federal marketplace. The Office of
Technology promotes high-technology
programs of small businesses, with par-
ticular emphasis on emerging firms. It
encourages state-of-the-market technol-
ogy training, technology information
exchange, and outreach on federal tech-
nology programs. It also encourages
private and public resource support for
the commercialization of federal R&D
efforts. It promotes outreach activities to
introduce women- and minority-owned
small businesses to the advantages of
competing for federal R&D projects.

GLOBAL FUTURE
OF MANUFACTURING
Manufacturing in the United States

continues to be the foundation of the
economy. Global competition will con-

tinue to increase, requiring the best
companies to evolve constantly to meet
new situations and challenges. The pace
of change will continue to be rapid,
however, U.S. companies are well posi-
tioned and flexible enough to be
successful in this environment. Those
that are open to change, embrace new
technologies and management tech-
niques, and seek out global markets
should be successful in a global econ-
omy that will grow rapidly over the next
10 years. u
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B Trade Events

DATES EVENT LOCATION

September 9-12  Chinaplas 2003 Beijing, China
Chinaplas was launched in 1983 as an international exhibition for the plastics and rubber industries in China.
Held annually, it rotates among the cities of Beijing, Shanghai, and Guangzhou.

September 9-12  Woodmac Asia 2003 Singapore
There will be 750 exhibiting companies representing more than 40 countries at this show. An estimated 7,500
international buyers from 60 countries will attend. More information can be found at www.woodmacasia.com.

September 11-21 IAA International Motor Show Hanover, Germany
This major international trade fair covers assembly engineering, CAD/CAM, factory automation, flexible
production, industrial robots, machine tools, manipulation, engineering precision tools, and tools.

September 15-19 Health Care Technologies Mission Ireland and the United Kingdom
This matchmaker to Ireland and the United Kingdom will assist U.S. health care and medical companies,
with a potential focus on the tele-health and biotechnology industries.

September 17-19  Global Franchising and Licensing 2003 Singapore
The 2002 show had more than 90 exhibitors from 16 countries and attracted 8,856 visitors from
over 30 countries. More information can be found at www.gfranchising.com.

September 18-21 Expopharm 2003 Dusseldorf, Germany
Expopharm is the only major pharmaceutical industry event in Germany. The annual trade event usually counts
over 500 exhibitors and roughly 20,000 strictly trade-only visitors. American manufacturers, wholesalers and
exporters of pharmaceuticals, OTC products, health supplements, and cosmetics get a chance to present their
products on the exhibition floor of this large international trade show.

September 21-23  Franchising Trade Mission Shanghai, China; Singapore
The Commercial Service is organizing a franchising trade mission to Singapore and Shanghai, China.
In Singapore, the mission will coincide with the largest franchising show in Asia, Global Franchising 2003.

September 23-26 U.S. Building Products Trade Mission Toronto and Montreal, Canada
Sales of building products and construction materials will continue to flourish during the next five years in
Canada’s buoyant residential and renovation construction market. U.S. exporters, with building products for
the housing and renovation sectors, can profit from Canada’s booming residential construction/renovation
markets and increase their export sales in Canada by participating in this event.

October 5-7 Golf Europe Munich, Germany
The Office of Consumer Goods, in conjunction with the U.S. Commercial Service in Munich, Germany, is
sponsoring a U.S. product sample and literature center at Golf Europe. This promotion should help U.S.
companies that are looking for distributors, joint venture partners, or new sales opportunities. Golf Europe is
Europe’s leading golf equipment trade show.

October 6-10 Electronic Americas S&o Paulo, Brazil
This biennial international trade fair is the largest event of its kind in South America for electronic components,
assemblies, and electronics production. Electronic components constitute the best prospect for U.S. exports to
Brazil. Participation in an event of this magnitude is an ideal venue for small and medium-sized U.S. enterprises
to gain exposure or to expand their presence not only in the Brazilian market but also in the surrounding region.

October 7-12 TIB 2003 Bucharest, Romania
The Bucharest International Fair is the leading commercial event in Romania and one of the most prominent
trade fairs in Eastern Europe. It is a general technical fair, with strong emphasis on industrial equipment and
industrial consumer goods. The fair consists of 41 separate pavilions and includes 55,000 square meters of
indoor space and 45,000 square meters of outdoor space.
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INDUSTRY

Plastics Machinery
and Materials

Forestry and
Woodworking
Machinery

Automotive Parts,
Service Equipment

Biotechnology, Health
Care Services, and
Medical Equipment

Franchising

Drugs and
Pharmaceuticals,
Health Care Services,
Medical Eq.

Franchising

Building Products

Sporting Goods/
Recreational Eq.

Electronics Industry
Products/Components

Electronics Industry
Products, Materials
Handling, Plastics
Production, Robotics

CONTACT INFORMATION

William Corfitzen
Tel: (202) 482-0584
E-mail: William.Corfitzen@mail.doc.gov

Luanne Theseira O'Hara
Tel: +65-6476-9416
E-mail: Luanne.Theseira@mail.doc.gov

Paul Warren-Smith
Tel: +49-69-956204-15
E-mail: Paul. Warren-Smith@mail.doc.gov

William Kutson
Tel: (202) 482-2839
E-mail: William.Kutson@mail.doc.gov

Swee Hoon Chia
Tel: +65-6476-9403
E-mail: Sweehoon.Chia@mail.doc.gov

Anette Salama
Tel: +49-211-737-767-60
E-mail: Anette.Salama@mail.doc.gov

Sam Dhir
Tel: (202) 482-4756
E-mail: Sam.Dhir@mail.doc.gov

Connie Irrera
Tel: (514) 398-9695, ext. 2262
E-mail: Connie.lrrera@mail.doc.gov

Amanda Ayvaz
Tel: (202) 482-0338
E-mail: Amanda_Ayvaz@ita.doc.gov

Marlene Ruffin
Tel: (202) 482-0570
E-mail: Marlene_Ruffin@ita.doc.gov

William Corfitzen
Tel: (202) 482-0584
E-mail: William.Corfitzen@mail.doc.gov
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HIGHLIGHTED EVENTS

AEROSPACE CONGRESS
AND EXHIBITION

SEPTEMBER 8-12, 2003

CANADA
This event in Montreal, called ACE 2003, is very important for
anyone involved in airline maintenance, aerospace engineering,
and supply of personnel, as well as for commercial, charter, and
fixed-based operators. There will be conference and seminar pro-
grams with sessions focused on current regulatory requirements
and technical issues to improve safety, reliability, and productivity.
Participants will be able to meet OEM and component and parts
suppliers from all sectors of the aerospace industry. The exhibition
covers more than a dozen product categories, from aircraft and
engines to instruments and equipment, which encompass business
aviation, airport operations, military aviation, space technology,
and more.

Contact:

Joe Ruland

Tel: (202) 482-3974

E-mail: Joe.Ruland@mail.doc.gov

OIL AND GAS BUSINESS
DEVELOPMENT MISSION

SEPTEMBER 21-25, 2003
RUSSIA

Secretary of Commerce Donald L. Evans will lead a senior-level

business development mission this fall to St. Petersburg and
Moscow, Russia. The mission will assist U.S. businesses in identi-
fying trade and investment opportunities in the oil and gas sector,
including exploration and production, equipment and services,
and transportation. The delegation will include approximately 15
U.S.-based executives of small, medium-sized, and large firms. The
mission will reaffirm U.S. government support of U.S.-Russian
cooperation in the energy sector and seek to expand opportunities
for American companies. Delegation members will participate in
the U.S.-Russia Commercial Energy Summit in St. Petersburg on
September 2223, and they will participate in additional meetings
in Moscow on September 24-25.

Contact:
Office of Business Liaison
Tel: (202) 482-1360

Web site: www.commerce.gov/russiamission2003
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DATES EVENT LOCATION

October 11-15 WEFTEC Los Angeles, California
The Water Environment Federation’s 76th Annual Technical Exhibition and Conference will bring together water
and wastewater industry professionals from around the world. WEFTEC is the largest water and wastewater show
in North America.

October 16-21 EquipAuto 2003 Paris, France
EquipAuto is the world’s most comprehensive exhibition for the automotive industry, covering new technologies
in original equipment, spare parts, customer service, and garage equipment. There will be two specialized U.S.
pavilions for which the Commercial Service in France will provide support. EquipAuto will offer workshops,
conferences, and seminars to bring together engineers, managers, buyers, and sellers.

November 12-14  Cosmoprof Asia 2003 Hong Kong
This event is the Asia-Pacific region’s largest showcase for products and services in cosmetics, toiletry, perfume,
hairdressing, spa, and beauty sectors. Celebrating its eighth year in Asia, Cosmoprof will feature more than 600
exhibitors and a large-scale U.S. pavilion.

November 13-17  InterCHARM 2003 St. Petersburg, Russia
The cosmetics market in Russia has great potential for U.S. companies. InterCHARM is the largest beauty and
health products exhibition in Eastern Europe. In 2002, more than 600 companies from 23 countries participated,
along with 65,000 visitors. The cosmetics and health products market is one of the fastest-growing
markets in Russia.

November 20-22 Expo Pesca 2003 Lima, Peru
Expo Pesca 2003 is an international trade show of equipment, supplies, and services for the fishing and fish
farming industries. The U.S. Commercial Service in Lima will have a booth at the show and will host a catalog
exhibition for U.S. firms unable to exhibit directly. Fishing is the second-largest industry in Peru, representing
more than 5 percent of GDP and over 10 percent of total exports.

November 26— Essen Motor Show Essen, Germany

December 6 This show features automotive tuning and racing equipment and accessories, as well as classic and antique
vehicles. In addition, a wide range of customizing items are displayed, and part of the show concentrates on
auto high-fidelity equipment and related products. Although the Essen Motor Show mainly attracts consumers,
wholesalers and distributors also visit the show to view the newest products in each sector.

December 3-5 Natural Products Asia 2003 Hong Kong
This show features all products, edible and non-edible, related to healthy lifestyles and developing a healthy
planet. It includes 200 exhibitors and 5,000 professional buyers. This fair will allow U.S. companies in the
natural products industry to establish ties, and demonstrate their products to buyers, in Asia.

December 7-11 USA Trade Week Russia Moscow, Russia
This is a comprehensive exhibition of U.S. products and services. The exhibition will be preceded by a two-day
conference with workshops featuring an “A to Z” approach to doing business in Russia, as well as discussion
of all aspects of trade between Russia and the United States. This is the only exhibition of its type for U.S. firms
interested in Russia. It will attract qualified business visitors from all parts of Russia.

January 8-11, 2004 International CES Las Vegas, Nevada
International CES is the world’s largest annual trade show for the broad-based consumer electronics technology
market. It is the premier event bringing together consumer electronics manufacturers, distributors, researchers,
and content developers.

January 9-11, 2004 Reisemarkt Rhein-Neckar-Pflaz Mannheim, Germany
This regional consumer travel show attracts approximately 22,000 visitors from the Rhein-Neckar region of
Germany (2 million inhabitants). In 2002, there were 240 exhibitors from 18 countries. U.S. tourism firms can
benefit from increased exposure through a unified U.S. tourism presence. Literature should be in German if possible.

February 2-5, 2004 Environment and Energy 2003 Abu Dhabi, United Arab Emirates
Environment and Energy 2003 will focus on relieving strains on the environment in Middle Eastern and North
African countries. Emphasis is being placed on clean air, water supply, waste disposal, alternative energy sources,
renewable energy, health, and safety.
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INDUSTRY

Pollution Control and
and Water Resources
Eq./Svcs.

Automotive Parts,
Service Equipment,
Leasing, and Insurance

Cosmetics, Perfume,
Toiletries, and Natural
Products

Cosmetics and
Toiletries

Refrigeration, Fishing,
and Food Processing
Equipment

Automotive Parts,
Service Equip.,
and Tools

Processed Foods,
Food Processing and
Packaging Eq.

Multiple Industries

Computers/Peripherals,
Computer Software,
Electronic Components

Travel/Tourism
Services

Pollution Control,
Renewable Energy, and
Water Resources
Eq./Svcs.

CONTACT INFORMATION

Mark Wells
Tel: (202) 482 0904
E-mail: Mark.Wells@mail.doc.gov

Cara Boulesteix
Tel: +33-1-43-12-22-79
E-mail: Cara.Boulesteix@mail.doc.gov

Swee-keng Cheong
Tel: +852-2521-5233
E-mail: Swee-keng.Cheong@mail.doc.gov

Edward Kimmel
Tel: (202) 482-3640
E-mail: Edward_Kimmel@ita.doc.gov

Cesar Jochamowitz
Tel: +511-434-3040
E-mail: CesarJochamowitz@mail.doc.gov

Linda Spencer
Tel: (202) 783-6007
E-mail: LindaS@sema.org

Barry Friedman
Tel: +852-2521-7173
E-mail: Barry.Friedman@mail.doc.gov

William Corfitzen
Tel: (202) 482-0584
E-mail: William.Corfitzen@mail.doc.gov

Andy Bihun
Tel: (202) 482-3663
E-mail: Andy.Bihun@mail.doc.gov

Elizabeth Powell
Tel: +49-69-956204-17
E-mail: Elizabeth.Powell@mail.doc.gov

Nancy Charles-Parker
Tel: +971-2-627-3666, ext. 11
E-mail: NCharles@mail.doc.gov
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l AEROSPACE TRADE MISSION

NOVEMBER 3-7, 2003

POLAND, ROMANIA, AND

THE CZECH REPUBLIC
The U.S. Commerce Department’s Office of Aerospace is organiz-
ing a trade mission to Poland, Romania, and the Czech Republic.
A senior-level official will lead the mission. The delegation will
include representatives from a variety of U.S. aerospace firms inter-
ested in Central Europe, as Poland, Romania, and the Czech
Republic prepare to join the European Union. The mission will
focus on aircraft products and services, but it will also be open to
firms that offer solutions to airport infrastructure needs, including
airport security.

Contact:

Karen Dubin

Tel: (202) 482-3786

E-mail: Karen_Dubin@ita.doc.gov

OIL AND GAS BUSINESS
DEVELOPMENT MISSION

NOVEMBER 15-22, 2003
NIGERIA, GABON, AND
SAO TOME AND PRINCIPE

The deputy assistant secretary of commerce for energy, environ-

ment, and materials will lead an oil and gas business development
mission this fall to Nigeria, Gabon, and Sao Tome and Principe.
The mission will include representatives from U.S. oil and gas
companies interested in entering or expanding their presence in
these West African countries. The mission will focus on oilfield
equipment and services as well as exploration and production
opportunities.

Contact:

Aaron Brickman

Tel: (202) 482-1889

E-mail: Aaron_Brickman@ita.doc.gov

A full listing of upcoming trade events
is available via www.export.gov.
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INTERNET MARKETING

B Building a Web Presence

by Export America

Even if you choose not to
sell your goods or services
on-line, a business Web site
can be a virtual marketing
brochure that you can
update on demand with

little or no cost. Your presence
on the Internet can be a useful mar-
keting tool by providing richer
pre-sales information or post-sales
support and service. This might tem-
porarily differentiate your product or
service from that of your competitors.
Electronic marketing has lessened the
disadvantage that small businesses
have faced for years when competing
with larger businesses.

E-commerce has redefined the market-
place, altered business strategies, and
allowed global competition between
local businesses. The term “electronic
commerce” has evolved from meaning
simply electronic shopping to repre-
senting all aspects of business and
market processes enabled by the
Internet and other technologies.

Today’s business emphasis is on
e-commerce—rapid electronic inter-
actions enabled by the Internet
and other connected computer and
telephone networks. Rapid business
transactions and unparalleled access to
information is changing consumer
behavior and expectations.

Many small businesses assume that the
Internet has little value to them,
because they feel that their products or
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services cannot be easily sold on-line.
But inexpensive information processing
and electronic media can help most
small businesses provide better, faster
customer service and communication.

'
PLANNING A WEB SITE

1. Do | need a Web site?
Maybe you do not need to have a pres-
ence on the Web. It could be that your
marketing dollars are better spent some-
where else. However, many people will
not discover your products or services
through any other means. The Internet
has become an expected tool of modern
business, like the phone or fax, and
companies or professionals without a
Web site may appear behind the times.

2. What are my goals for
the site?

If you do decide to move ahead, it is
important to know why you are build-
ing the site. Is it for sales or marketing?
Is it a tool for communication or an
on-line brochure? Do you want to sell
products through the site, or just edu-
cate consumers about them? Do you
want to increase membership in your
organization, or offer Web-based ben-
efits to current members? Do you want
visitors to e-mail you? Call you?
Subscribe to a newsletter? Knowing
your goals will help focus your ideas
for the site.

3. What am | trying to sell

or promote?
Even if you do not like the idea of sell-
ing yourself, it is what we all do, every

day, if we want to be successful. Do not
be afraid of sales and marketing.
Finding the answer to this question will
determine what are the most important
themes of the site, what to name the
buttons, and the tone to use when writ-
ing the content.

4. What are the steps to
getting a Web site up
and running?
Design and development come fist. The
architecture of the site needs to be
selected. An appropriate look and feel
must be designed. The copy needs to be
written, and any additional tools such
as on-line forms, shopping carts, and

audio clips need to be added.

Hosting is another fundamental issue.
Just as you might rent office space, your
Web site needs to be hosted somewhere
so people can reach it.

Lastly, upkeep is important. Once live,
a good site continues to post fresh
material, giving people a reason to
return.

5. What content do | need
to build the site?

First, create an outline around the
themes you want to promote. Second,
remember that the outline represents
pages that need content—text and
images that will help educate your visi-
tors. The images may include a logo or
photos of people or products. Poor
quality photos or bad clip art can make
the most attractive site look amateur-
ish; sometimes no photos can be better
than poor ones.



6. Do | hire a professional

or do it myself?
If you have the skills, the time, the
talent, and most importantly the desire
to design and develop the site, then by
all means, do so. However, keep in
mind that when you hire a profes-
sional—whether it is to create a Web
site, change your oil, or give you finan-
cial advice—you immediately acquire
thousands of hours of experience,
access to the latest tools of the trade,
and insider knowledge of the industry.
Since an unprofessional Web site can be
worse than no site at all, it is strongly
suggested that you do what you do best
and outsource the rest.

7. What are my responsibili-
ties to create an effective
site?

Even if you hire a professional Web
developer, your input is essential
because no one knows your business
as well as you do. Before you hire a
developer, you should review his port-
folio and ask for referrals. You should
expect to help develop a site outline
with your developer, pull the copy
together, and give input on the lay-
outs presented to you.

Once your site is live, you should also
budget time to add content on a regular
basis. You should reply to e-mails and
inquiries in a timely fashion to show
you have not abandoned your site.

8. What will this cost for
start-up and ongoing
maintenance?

This is a young industry, so there is still
a wide range in billing rates. The
Pricing Guide for Web Services, second
edition, found pricing from $25 to
$250 an hour for Web work, and Web
pages from $30 to $1,500. As a rule,
you get what you pay for. An experi-
enced designer and developer are worth
their weight in gold.

Start-up costs for a Web site will include
registering a domain name (currently
$35 for one year, according to www.all-
domains.com), and a one-time setup fee

on a Web server of $25-$50. A simple
site between five and 15 pages might
cost between $1,200 and $3,500. You
should add approximately $1,000 or
more if you will be adding on-line
ordering. Add-ons such as bulletin
boards, multimedia, newsletters, and
forms will cost extra.

Ongoing costs include hosting fees that
can range from $30 to $100 per
month. Regular updates to your site
can cost $25 to 100 per instance,
depending on the amount of content
involved.

9. How do | attract more
traffic to my site?

Search engines, links, advertising, and
more. A good developer will make your
site search engine user-friendly and
submit your site to search engines and
directories on your behalf. You should
create reciprocal links with comple-
mentary sites.

Consider advertising on specific search
engines, e-mail newsletters, and tradi-
tional media. Put your URL (Web site
address) on your business cards, sta-
tionery, voice mail, and so on. Send out
free e-mail newsletters. Add a
“Recommend this Site to a Friend”
form on your Web site. Continually
update and improve on your site.
Reviewing your site’s traffic reports can
alert you to what visitors are finding
interesting and what they are ignoring.

10. How will | know that my
site is successful?

Look at your goals every three to six

months. Have you met them? If so, is

it time to create new, more challeng-

ing goals? u

INTERNET MARKETING

WEB PRESENCE RESOURCES

Domain Registration

Search for domain names: www.allwhois.com
List of accredited domain name registrars:
www.icann.org

You may want to register the same name with
different endings (e.g., .net, .com, and .org)
as well as alternate spellings to ensure that
customers will be able to find you no matter
which ending they happen to type.

Hosting
Find a host for your site: www.ispcheck.com

Developers (articles)
“How to Hire a Web Designer”
www.inc.com/articles/2001/06/22731 .html

“How to Cut Costs with Web Developers”
www.netb2b.com/webPricelndex

Design and Development Tips
Design tips:
http://personalweb.about.com/library/
weekly/aa041601 a.htm

Good deeds in Web design:
www.useit.com/alertbox/991003.html

Usability checklist for developers:
www.pantos.org/atw/35317html

Market/Promote Your Web Site
www.wilsonweb.com/webmarket

Additional Development
Information

www.goodpractices.com

www.useit.com

www.web-source.net
www.inc.com/guides/biz_online/24012.html
http://sbdcnet.utsa.edu/sbic/e-com.htm
www.flyte.biz/resources/feature-articles.html

Resources used to compile this article included
“10 New Questions to Ask Before Setting Up a
Web Site,” (www.flyte.biz/resources/feature-
articles.html) and “eMarketing: Establishing a
Web Presence,” (www.sba.gov/starting_busi-
ness/marketing/emarketing.html).
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. U.S. DEPARTMENT OF COMMERCE
INTERNATIONAL TRADE ADMINISTRATION

ALABAMA
Birmingham
(205) 731-1331

ALASKA

Anchorage
(907) 271-6237

ARIZONA
Phoenix (602) 640-2513
Tucson (520) 670-5540

ARKANSAS

Little Rock (501) 324-5794

CALIFORNIA
Bakersfield (Kern County)
(661) 637-0136
Indio (760) 342-4455
Fresno (559) 227-6582
Inland Empire
(909) 466-4134
Downtown Los Angeles
(213) 894-4231
West Los Angeles
(310) 235-7104
Monterey (831) 641-9850
North Bay (415) 492-4546
Oakland (510) 273-7350
Orange County
(949) 660-1688
Ventura County
(805) 676-1573
Sacramento
(916) 498-5155
San Diego (619) 557-5395
San Francisco
(415) 705-2300
San Jose (408) 271-7300

COLORADO

Denver (303) 844-6001

CONNECTICUT
Middletown
(860) 638-6950
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140] CoﬁStitu‘t\it)n\Avgnue, NW
Washington, DC20230

DELAWARE
Served by the Philadelphia
U.S. Export Assistance Center

DISTRICT OF
COLUMBIA

Served by the Baltimore

U.S. Export Assistance Center

FLORIDA
Clearwater (727) 893-3738
Miami (305) 526-7425
Ft. Lauderdale
(954) 356-6640
Orlando (407) 648-6235
Tallahassee (850) 942-9635

GEORGIA
Atlanta (404) 657-1900
Savannah (912) 652-4204

HAWAII

Honolulu (808) 522-8040

IDAHO

Boise (208) 334-3857

ILLINOIS
Chicago (312) 353-8040
Peoria (309) 671-7815
Rockford (815) 987-8123
Lake County (847) 327-9082

INDIANA

Indianapolis (317) 582-2300

IOWA

Des Moines (515) 288-8614

KANSAS

Wichita (316) 263-4067

KENTUCKY
Lexington (859) 225-7001
Louisville (502) 582-5066
Somerset (606) 677-6160

LOUISIANA
New Orleans (504) 589-6546
Shreveport (318) 676-3064

MAINE

Portland (207) 541-7400
MARYLAND

Baltimore (410) 962-4539
MASSACHUSETTS

Boston (617) 424-5990
MICHIGAN

Detroit (313) 226-3650

Grand Rapids (616) 458-3564

Pontiac (248) 975-9600
Ypsilanti (734) 487-0259

MINNESOTA

Minneapolis (612) 348-1638

MISSISSIPPI

Raymond (601) 965-4130

MISSOURI
St. Louis (314) 425-3302
Kansas City (816) 410-9201

MONTANA

Missoula (406) 542-6656

NEBRASKA

Omaha (402) 597-0193

NEVADA
Las Vegas (702) 229-1157
Reno (775) 784-5203

NEW HAMPSHIRE

Portsmouth (603) 334-6074

NEW JERSEY
Newark (973) 645-4682
Trenton (609) 989-2100

NEW MEXICO

Santa Fe (505) 827-0350

NEW YORK
Buffalo (716) 551-4191
Harlem (212) 860-6200

SOUTH DAKOTA

Sioux Falls (605) 330-4264

Long Island (516) 739-1765 TENNESSEE

Rochester (585) 263-6480
Westchester (914) 682-6712
New York City

(212) 809-2642

NORTH CAROLINA
Charlotte (704) 333-4886
Greensboro (336) 333-5345
Raleigh (919) 715-7373

NORTH DAKOTA

Served by the Minneapolis

Knoxville (865) 545-4637
Mempbhis (901) 323-1543
Nashville (615) 259-6060

EXAS

Austin (512) 916-5939
Dallas/Arlington

(817) 277-1313

Fort Worth (817) 212-2673
Houston (281) 449-9402
San Antonio (210) 228-9878

U.S. Export Assistance Center UTAH

OHIO
Akron (330) 237-1264
Cincinnati (513) 684-2944
Cleveland (216) 522-4750
Columbus (614) 365-9510
Toledo (419) 241-0683

OKLAHOMA

Oklahoma City
(405) 608-5302
Tulsa (918) 581-7650

OREGON

Portland (503) 326-3001

PENNSYLVANIA

Harrisburg (717) 221-4510
Philadelphia (215) 597-6101
Pittsburgh (412) 395-5050

PUERTO RICO

San Juan (787) 766-5555

RHODE ISLAND

Providence (401) 528-5104

SOUTH CAROLINA
Charleston (843) 760-3794
Columbia (803) 765-5345
Greenville (864) 271-1976

Contact us today and see your sales grow tomorrow.

1-800-USA-TRADE
www.export.gov
WWwW.BUYUSA.com

Salt Lake City (801) 524-5116

VERMONT

Montpelier (802) 828-4508

VIRGINIA

Arlington (703) 524-2885
Richmond (804) 771-2246

WASHINGTON

Everett (425) 248-2010
Seattle (206) 553-5615

Spokane (509) 353-2625
Tacoma (253) 593-6736

WEST VIRGINIA

Charleston (304) 347-5123
Wheeling (304) 243-5493

WISCONSIN

Milwaukee (414) 297-3473

WYOMING

Served by the Denver U.S.
Export Assistance Center
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