NGA WHITE PAPER: STATE STRATEGIES FOR GLOBAL TRADE AND INVESTMENT
EXECUTIVE SUMMARY
Economic growth and job creation are at the top of every governor’s policy agenda. As governors look for
the best ways to strengthen state economic performance, they find one answer is to strengthen their states’
connections to the international economy through trade and investment. The economic success of states
and the companies located inside their borders is increasingly affected by the strength of connections to
the global economy. Between 2009 and 2013 exports accounted for almost one-third of U.S. economic
growth in part because of growth in international markets and because growth in the domestic economy
has been slow compared to previous recoveries. Foreign direct investment over the past decade supported
more than 5 million good-paying jobs.
States that want to benefit from greater linkage to the global economy through trade and investment can
focus on a strategy to overcome impediments that inhibit private-sector enterprises from pursuing such
activities, for example, a lack of connection to global supply and distribution networks. As governors
develop more robust international strategies in conjunction with their state’s overall economic
development strategy, they can take three key actions:


CREATE AN INTEGRATED LONG-TERM STRATEGY AND PLAN. A state’s strategy to capture the
benefits of greater participation in the international economy will be most effective when integrated
with the state’s overall economic development plans. Effective strategies build on a state’s assets
notably its natural resources, location, university system and workforce. Most states will want to take
full advantage of the resources available from the federal government to promote exports and inflows
of capital from abroad.



DEVELOP TACTICS AND TOOLS. States should bolster their capacity to identify worthwhile
opportunities and to provide appropriate export and investment-related services. Among the elements
that are important to most states are building relationships and collaborations with specific countries,
subnational governments and firms. A state’s service capabilities also may include training, trade
missions, market analysis, financial assistance to exporters, and creating an easy entry point for
foreign direct investment, among other activities.



EXPORT-READY COMPANIES AND POTENTIAL FOREIGN INVESTORS. The needs of
companies differ according to their product or service offerings, their size, and their level of
experience with trade. In conjunction with decisions about export promotion and foreign investment
services, a state should decide about types of companies or groups of companies on which to focus.
States need a way to target limited resources to companies that have the greatest potential to succeed
and can be most helped by assistance, for example, high-potential small and medium-sized companies
and state-specific clusters of companies. (Clusters are geographical concentrations of firms in related
industries that do business with each other and share needs for common talent, technology, and
infrastructure.)
IDENTIFY

INTRODUCTION AND BACKGROUND
Economic growth and job creation are at the top of every governor’s policy agenda. As governors look to
strengthen state economic performance, many find advantages in strengthening their states’ connections
to the international economy through trade and investment. Exports have made a significant contribution
to the United States’ post-recession recovery, accounting for almost one-third of the growth of U.S. GDP
between 2009 and 2013.1 U.S. exports totaled nearly $2.3 trillion in 2013, a 44 percent increase in dollar
value compared to 2009. The U.S. Department of Commerce estimates that those exports supported 11.3
million jobs.2 Companies that export make a positive overall contribution a state’s economy; compared to
non-exporters, they have faster sales growth, create more jobs, and fare better during economic
downturns.3 Between 2009 and 2013, 13 states reported export growth of more than $10 billion while
another 10 states experienced an increase of more than $5 billion.4
As purchasing power is increasingly located outside of the United States, companies in tradable industries
often seek new markets and customers for their products in the global economy. Consequently, a key
pillar of a state’s economic development strategy includes a global component that helps companies
connect to international markets, customers, and investments. State policies and programs that help meet
those objectives include everything from providing grants and financing plans for exports to offering
market analysis and match-making services to sponsoring conferences, workshops and networking
opportunities. A number of states have set goals to increase the number of companies that export. With
the launch of its export initiative in 2012, Washington set a goal to increase the number of its companies
exporting by 30 percent in five years.
States also benefit from foreign direct investments (FDI) located within their borders. Foreign direct
investment occurs when a foreign entity invests in or establishes an affiliate in the United States. FDI
entails bringing new businesses and facilities to a location, expanding operations, or taking over
ownership of an existing enterprise. That differs from other kinds of foreign purchases of U.S. equities or
portfolio investments and more directly supports U.S. jobs. Employment by majority-owned U.S.
affiliates of foreign companies held steady over the past decade, providing more than 5 million jobs that
can pay up to 30 percent more than non-FDI supported jobs.5 In addition, foreign companies provide a
customer for local suppliers and researchers. In 2008, foreign companies based in the United States
bought $1.5 trillion of intermediate inputs from local suppliers and accounted for 13.8 percent of all
American R&D spending. Foreign investors that bring more cost competitive production or production
linked to a global supply chain can increase exports as well.
Attracting FDI requires a strong focus on state strengths (for example, workforce skills, education,
geography, and business climate), spending time on research-based opportunities, good partnerships with
cities and regions, and continued support to foreign companies once they’ve decided to locate in the state.

1

U.S. Department of Commerce, Bureau of Economic Analysis, “The Role of Exports in the United States
Economy,” May 13, 2014, trade.gov/neinext/role-of-exports-in-us-economy.pdf.
2
ibid.
3
U.S. Commercial Service Marketing and Communication Service, U.S. Department of Commerce, Winning the
Future 2011: Connecting American Business to the World (Washington, DC.: U.S. Department of Commerce,
2011), http://trade.gov/cs/2011annualreport_web.pdf.
4
U.S. Department of Commerce, Bureau of Economic Analysis, “The Role of Exports in the United States
Economy,”
5
David Payne and Fenwick Yu, Foreign Direct Investment in the United States (Washington, DC: U.S. Department
of Commerce, 2011),
http://www.esa.doc.gov/sites/default/files/reports/documents/fdiesaissuebriefno2061411final.pdf.

2

Governors should be mindful that many factors affecting international trade and investment are beyond
the control of state governments, including U.S. corporate tax policy, economic growth in other countries,
and the value of the U.S. dollar relative to other currencies. Part of the reason to have a state strategy is to
both understand and navigate the many factors that affect whether companies become successful
exporters and to determine whether, when, and how to provide assistance.
Why State Governments Provide Help to Exporters and Foreign Investors
Businesses that engage in international markets face more significant barriers than businesses solely in
domestic markets. Those barriers, which economists term “market failures,” provide the impetus for
government programs. In economic terms, market failures either raise the costs or lower the benefits to
private businesses or investors from engaging in international markets. Many of those costs and benefits
are related to the difficulty of obtaining good information and useful business contacts in a foreign
setting. Knowledge about local laws, regulations, and practices is particularly important as are
connections to established networks of customers, distributors, or suppliers. Government programs that
help reduce such costs (or raise benefits) will expand economic activity within their jurisdiction and reap
corresponding rewards for their citizens and businesses.
An important justification for government action is that the private sector is unlikely to supply the types
of services to the types of clients that government programs can reach (or that potential exporters and
investors will under demand such services). Private sector providers of informational and technical
services to businesses interested in engaging with the global economy tend to focus on larger businesses
already engaged in international trade or investment. Small and medium-sized enterprises (SMEs) are
typically underserved by the private market and may be unaware of the potential gains from exporting. In
addition, the public sector may have unique abilities either to establish contacts through high-level official
visits or to provide specific information about laws and regulations for which it has responsibility.
Although such considerations do not exhaust the list of sensible interventions governments can make,
they demonstrate some of the value that government can provide in helping businesses and citizens of
their state realize the economic benefits from engaging in international markets.6
That is why governors are increasingly taking steps to assist the companies located inside their borders
with global connections to find new markets and customers for their products. They are leading trade
missions to China and other countries and taking advantage of federal export programs to support the
growth of their industries and economies. Since 2011, for example, the National Governors Association
has organized and led two joint trade missions of governors to China, which led to a China-US Governors
Forum to promote sub-national cooperation and a memorandum of understanding between the National
Governors Association and the Chinese People’s Association for Friendship with Foreign Countries. In
addition, nearly all states have applied for and received federal funding through the U.S. Small Business
Administration’s (SBA) State Trade and Export Promotion Program (STEP) to focus on improving the
export performance of small and medium size companies. In addition, SelectUSA, an agency of the
Department of Commerce, promotes direct investment from overseas into the United States, and links
potential foreign investors to state economic development agencies.
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Three Actions to Help Guide State Strategies
For governors looking to develop well-balanced, robust international strategies that are integrated with
their overall economic development strategy, it is important to consider three actions:


Create an integrated, long-term strategy and plan. Activities to promote exports or attract foreign
investment should be tied to the state’s overall economic development strategy. State strategies are
moving from episodic export promotion activities and one-off foreign direct investment opportunities
to a longer-term strategy that integrates trade and investment promotion efforts with state economic
development resources and programs, and takes advantage of federal resources that are aligned with
state interests.



Develop tactics and tools. Most states would benefit from bolstering their support services for
international trade and investment. In particular, states can play a critical role in supporting
international trade and investment by building relationships and collaborations with specific
countries, subnational governments, and firms. A state’s service capabilities may include training,
trade missions, market analysis, financial assistance to exporters, and creating an easy entry point for
foreign direct investment, among other activities.



Identify export-ready companies and potential foreign investors. Because most states do not have the
resources to meet the needs of all companies, they need to decide where to focus their efforts.
Decisions about the types of companies and clusters on which to focus will determine the state’s
ability to carry out its strategic plan. A strong potential target is to work with small and mediumsized companies that have the potential to export but are not already doing so and companies that
currently export but could increase their volume by expanding to additional markets. Other targets are
the industry clusters already supported by state economic development programs. Clusters are
geographical concentrations of firms in related industries that do business with each other and share
needs for common business services, talent, technology, and infrastructure. Most states have
strategies that encourage companies in a cluster to work together and with other companies,
institutions and public authorities to improve the productivity both of the companies receiving
assistance and of the state agencies that provide it.

CREATE AN INTEGRATED, LONG-TERM STRATEGY AND PLAN
With increased attention to the importance of international trade and investment, states are likely to find
that they cannot rely on the ability of isolated, one-off programs or international trips to be their answer to
how the state helps businesses within their borders expand, generate additional wages, salaries and
profits, and increase employment. Increasingly, it will be important to develop a strategy based on
creating a comprehensive approach among state agencies and other organizations and on building global
relationships.
Take a Comprehensive, Integrated Approach
A strategy that strengthens a state’s connection to the international economy will be most effective when
integrated with the state’s overall strategy for economic development. Factors that contribute to overall
economic growth, such as location, endowment of natural resources, physical infrastructure, workforce
training, and research universities are also critical to an international trade and investment strategy. Local
companies are better able to export if the business services, talent, technology and physical infrastructure
is in place to get their products to market. Large corporations report that they locate in states that have
strong K-12 systems, innovative universities, good infrastructure, and business-friendly regulations. For
4

example, a Harvard Business School survey of U.S. companies found that 42 percent of all decisions
about moving outside of the United States involved research, development, and engineering.7
Creating an integrated, long-term strategy requires coordination among state agencies, for example
regularly convening cabinet secretaries whose departments deal with issues that have a global dimension.
In Maryland, the Governor’s Subcabinet for International Affairs brings agency heads and other partners
together to ensure that their organizations’ activities align with the state’s global strategies in areas that
support international activities.8 The subcabinet is chaired by the Secretary of State and includes the
Secretaries of Agriculture, Business and Economic Development, the Environment, Higher Education,
and Transportation, the State Superintendent of Schools, and the Lieutenant Governor. Maryland also has
a council that is focused on providing strategic direction for the state in the international arena. The
Governor’s International Advisory Council is a public-private partnership that makes recommendations to
the Governor and to State agencies regarding Maryland’s international programs and strategies.
Other countries’ systems for coordinating international efforts also can be used as models. Within-state
coordination can help prevent duplication of efforts -- for example, without any coordination, multiple
cities in a state might be approaching the same entity about foreign direct investment as the state also
approaches that entity separately. Australia is one country that has developed a coordinated system. Invest
in Australia is the top layer of a coordinated approach to attracting foreign investment to the country. The
agency works with state-level agencies such as Invest in Victoria or Invest in New South Wales, which
then work with cities. Each level has assistance to offer and they cooperate to compete.
International Best Practice: Hong Kong’s Comprehensive Services
The Hong Kong Trade Development Council provides a good example of an entity that provides
a sophisticated set of services. It describes the three types of services it provides as helping
companies find the right partners, assisting them in marketing products and services, and
providing information and solutions.9 The Council acts as a one stop shop for small business
information and resources, including trade services and e-commerce tools provided by other
partners. This includes a customized matching service to help global companies search, identify,
and screen potential Hong Kong business partners. The Council hosts an online marketplace that
has over 900,000 registered buyers and 120,000 Hong Kong based suppliers. The Council
promotes service exports in eight industry clusters and product exports in six industries. In 2007,
the Council made technology a third core stream of their promotion agenda, which includes
promoting commercialization and application of technology.
Know the State’s Global Assets
Knowing the international connections that already exist in the state through universities, cultural
institutions, the tourist industry, and financial institutions will help the state form a strategy that leverages
all the assets in the state. The Global North Carolina Heat Map is a tool that provides snapshots of the
global connections in each of the state's counties, which helps the state determine where to build on
existing trade relationships and where to start new ones. The statewide global Heat Map includes 53
international data points that were compiled from the U.S. Census Bureau, North Carolina state agencies,
state education networks, and import/export databases. For example, the map can be used to pin-point the
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number of jobs provided by foreign-owned companies, K-12 enrollment in Chinese language courses, the
percentage of population speaking more than one language, the number of companies importing and
exporting, and the number of foreign-owned company sites for each county in the state. The state is
planning to use the data to inform local economic development conversations as well as other local
decisions, such as district-level explorations of foreign language offerings.10
Integrate Federal Resources with the State Plan
Another area that holds promise for states is better coordination with federal partners. Twenty federal
agencies maintain programs that aim to increase exports.11 Prominent among them are the Foreign
Commercial Service of the Department of Commerce, the Foreign Agricultural Service (FAS) of the U.S.
Department of Agriculture, the State Trade and Export Promotion Program (STEP) program of the Small
Business Administration, and the Export-Import Bank. In addition, SelectUSA, an agency of the
Department of Commerce, promotes direct investment from overseas into the United States, and links
potential foreign investors to state economic development agencies.
The Agriculture Department’s Foreign Agricultural Service has the largest budget for exports, and carries
out five separate programs, including export promotion, technical assistance, financing, and subsidy.
The International Trade Administration (ITA) of the Department of Commerce has the largest program
for non-agricultural trade assistance. The Foreign Commercial Service carries out ITA’s main trade
promotion activities. Its specialists work with companies inside the United States and in 75 countries to
promote U.S. exports. Services include: market research, trade events, introductions to qualified buyers
and distributors, counseling, and advocacy. The Department of Commerce’s Manufacturing Extension
Partnership Program (MEP) is housed at the National Institute of Standards and Technology. MEP helps
small and mid-sized manufacturers through various services and works with partners at the state and
federal levels on programs that help manufacturers to expand into new markets and create new products.
The U.S. Small Business Administration’s (SBA) State Trade and Export Promotion Program (STEP)
helps states to improve the export performance of small and medium size companies.
The U.S. Export-Import Bank (Ex-Im Bank) is the official export credit agency of the U.S. federal
government; it finances sales of U.S. exports to international buyers by insuring purchases of U.S. goods
for customers unable to accept credit risk. Ex-Im Bank works with states and cities through its City/State
Partners Initiative to match their finance assistance with the state or city’s local market knowledge and
outreach to companies.
DEVELOP THE STATE’S TACTICS AND TOOLS
Most states seeking to boost exports or attract foreign direct investment will want to bolster their existing
capacity to offer supportive services and consider expanding into additional areas.

Helping Companies Boost Exports
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States generally provide a wide range of services to help companies boost exports, from assisting with
market analysis and market access to providing CEO and management training to offering financing for
export growth to linking small and medium-sized businesses to global value chains and networks. Such
activities may not be readily available to some businesses through the private market. And companies
that are potential exporters may not on their own value the activity to the full extent of its economic value
to the state’s economy.
Build Global Relationships
A global strategy should seek to connect all of the state’s relevant actors to the international economy.
Building relationships between U.S. and international companies, between U.S. and international
universities, students, entrepreneurs is a key part of such a strategy. Developing relationships between
state government and subnational governments in other countries should also be considered by governors
who seek to promote their states in the international economy.
The value of networks and relationship building is well understood in the business community, either
domestic or international. Business networks built on strong personal relationships enable useful
information about opportunities and commercial contacts to be communicated more easily. In practice
(as well as theory) such relationships are under supplied by the private sector acting on its own, and state
governments are uniquely qualified to fill the gap by acting as a trusted intermediary. Building a
valuable, trusted network relationship takes time and planning, especially in an international context.
Once established, a relationship can build into follow-on trade and investment activities. The relationship
between the city of Toledo, Ohio and a Chinese glass manufacturer provides a good example. 12 Over a
seven-year period, following the purchase of glass from a Chinese company, ties between Toledo and
China have led to additional Chinese investment in two hotels, a restaurant complex, and other properties.
Use Trade Missions to Build Long-Term Partnerships
Trade missions are most effective when they build on existing international relationships that state
partners have or when they are focused on building strong relationships between state organizations and
foreign partners. A good example is the way Massachusetts built on long-term relationships to conduct
joint research and development (R&D) with Israel. The Massachusetts-Israel Innovation Partnership
(MIIP) is a formal collaboration between the State of Israel and the Commonwealth of Massachusetts to
encourage and support innovation and entrepreneurship between Massachusetts’ and Israel’s life sciences,
clean energy and technology sectors.
The Partnership came about as a direct result of Governor Patrick’s Massachusetts Innovation Economy
Partnership Mission, a ten-day trade mission in 2011 that included travel to Israel, where a coalition of the
state’s leading business executives and senior government officials explored growth opportunities of
common interest for Massachusetts’ and Israel’s innovation industries. The participants subsequently
issued a joint solicitation that will distribute $2 million to partnerships between companies based in
Massachusetts and Israel. Three participating Massachusetts agencies: the Massachusetts Life Sciences
Center (MLSC), the Massachusetts Technology Collaborative (MTC) and the Massachusetts Clean
Energy Center (MassCEC), committed nearly $1 million in collective funding for Massachusetts
companies that are engaged in cooperative industrial research and development projects with an identified

12

Timothy Williams, “In Blue-Collar Toledo, Ohio, a Windfall of Chinese Investments,” The New York Times,
December 26, 2013.

7

Israeli partner company. Israel’s Office of the Chief Scientist is providing up to $1 million in matching
dollars for the corresponding Israeli partner companies.13
Use Universities and Other Connections
Universities are often an untapped resource when it comes to states’ efforts to connect to the international
economy. But universities are an important exporter of services (education) as well as a vehicle for
outreach. Education and training are among the top-ten U.S. service exports.14 International students
contribute more than $21 billion to the U.S. economy, through their expenditures on tuition and living
expenses.15 When they go back to their home country, some of those students become important public
and private sector leaders while remaining part of the university’s alumni network. Those who stay in the
United States contribute to the economy, often as entrepreneurs. Researchers have found evidence of a
link between first- generation immigrants and entrepreneurship: though first-generation immigrants make
up only 12 percent of the U.S. population, they represent 16.7 percent of all new business owners in the
United States.16 Immigrants play an important role in starting new science and technology firms in
particular. One study found that 25 percent of new computer and information technology firms formed
between 1995 and 2005 had one or more immigrants among their founders.17 Knowing the international
connections that already exist in a state through universities, cultural institutions, the tourist industry, and
financial institutions will help that state form a strategy that leverages all its assets.
Providing Market Analysis and other Tailored Services
State trade offices often provide market analysis to help export-ready companies find the markets where
they will be most successful. They also work to find new ways to connect companies to those markets.
Michigan’s Export Now program posts products from selected companies in a special “Pure Michigan”
department in the largest online shopping network available in China. The option removes the normal
barriers companies face with the network’s one-stop management of logistics from the US seaport
through customs arrival, warehousing, website management and order fulfillment.18
Companies often need tailored support over a dedicated period of time to significantly improve export
performance.19 Providing that kind of tailored assistance is resource-intensive and difficult for a state to
13
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take to scale. Virginia created a program that achieves that kind of tailored assistance at scale by working
with a group of 25 companies over a two-year period. The Virginia Leaders in Export Trade (VALET)
program is a two-year business acceleration program that helps businesses develop international sales
plans, assists with strategic planning for entry to international markets, and ultimately prepares businesses
with the tools to increase international sales. VALET has built out a number of partnerships with the
private sector that provide the participating companies with specific services at no charge or greatly
reduced fee, such as access to attorneys, web designers, bankers, translators and freight forwarders, all
essential services for a company’s export performance. Additionally, an expense reimbursement of
$15,000 through the Virginia Economic Development Partnership provides necessary capital to help a
company meet its international exporting goals. However, the funds are dispersed only when the company
develops a plan and is adequately engaged in the program, including group meetings and networking
events. Over 170 Virginia companies have participated in the program since it was created in 2002. The
2012 program graduates reported an average export sales increase of 87 percent.20
Washington companies interested in expanding their sales to China can access the state’s China
Accelerator program, offered through the state’s Department of Commerce. Based in Shanghai, the China
Accelerator is a business incubator that gives businesses an affordable way to grow in China without
making a commitment to set up an office or create a wholly foreign-owned operation. The incubator’s
services include market development, shared office space, back office administration, and management
oversight. The program allows Washington companies to put people on the ground in China, which is an
important first step to understanding and accessing a complex market. The state pays up to 25 percent of
the cost for qualified Washington companies to participate in the program, using funding provided
through the state’s State Trade and Export Promotion (STEP) grant from the Small Business
Administration.21
Providing Training
Companies that are starting to export often need training in a specific area, from business-plan
development to market-entry strategies and export logistics. The Rhode Island Export Management
Training program allows companies to apply for up to $5,000 in matching funds to address their
international training needs. Rather than providing the training, the state matches the company with the
best provider for its specific need. In the case of a medical devices manufacturer, the program helped the
company to upgrade to the latest standard for compliance with European Medical Device Directives in
order to sell their products into the European Union.22 Companies must make a 50 percent contribution to
the cost of training, and can receive additional funding if they apply as part of a consortium.23 The
program is administered through a partnership between the Rhode Island Economic Development
Corporation and the Governor’s Workforce Board.24
In 2010, the Washington state legislature allocated $3 million for export training and capacity building as
part of the state’s export program. The Washington State Department of Commerce awarded the funding
to higher educational institutions on a competitive basis to create six export training programs. One
program is developing a web‐based guide on “what you need to know to export medical technology” for

20

Virginia Economic Development Partnership, “VALET Annual Update 2012”, 2012 http://exportvirginia.org/wpcontent/uploads/2013/01/VALET-Annual-Report-2012-FINAL-Copy.pdf
21
Choosewashingtonstate.com “ China Business Development” Washington State
http://choosewashingtonstate.com/i-need-help-with/international-trade/china-business-development/
22
http://www.riedc.com/files/GWBsuccessMar08.pdf
23
http://www.riedc.com/files/IntlBrochGWB.pdf
24
http://www.riedc.com/business-services/international-trade-and-exporting/customized-export-training

9

medical technology start-up companies that are new to exporting.25 Another is opening two new “export
readiness centers” intended to serve the informational needs of the potential and new‐to‐export business
community.26 Washington is using the six training programs as a pipeline to prepare companies to apply
for services offered through the state’s STEP grant, which include participation in trade missions,
accelerators, and vouchers that fund participation in trade shows and other trade related activities.
Companies that have completed one of the state’s six training programs or are in one of the state’s
targeted clusters receive priority when applying for vouchers.
Providing Access to Financing
Smaller companies often need financial assistance when they are new to exporting. That assistance might
cover the cost of traveling to trade missions or third-party technical services needed to access a new
market, such as modifications to their product or processes to meet foreign standards. Most states connect
companies to federal financing assistance, such as export loan programs offered through the U.S. Small
Business Administration (SBA) or loans, guarantees and insurance offered by the Export-Import Bank.

Attracting Foreign Direct Investment
States can also provide services to foreign companies or entrepreneurs to encourage them to set up
business in their state. Strategies for attracting foreign direct investment range from facilitating market
entry, to creating easy entry points, to providing after care and monitoring performance.
Facilitating Market Entry
Many states have a range of services they can provide to companies that are interested in opening a
facility in that state. Staff in trade offices that are based either in the state or internationally can connect
foreign companies to customized site searches, access to programs for workforce recruiting and training,
and information on operating costs, taxes, potential suppliers, and financial incentives. In Georgia, the
FDI team also provides an international business liaison service to incoming foreign executives to help
them address some of the challenges of immigration such as connecting with the home country’s
community in Georgia, setting up a bank account, and applying for a driver’s license.27
Creating Easy Entry Points
Both Arizona and Maryland have unique incubator programs that provide an easy entry point for
international companies. Arizona State University’s (ASU) SkySong incubator is focused on launching
and accelerating new companies. SkySong has a robust set of market entry services that it provides to
global startup companies. Staff will provide market analysis, identify potential clients, and make investor
connections. Skysong is currently working with 19 global companies, most of which are part of one of
Skysong’s target clusters.28 The target clusters, Information Communications Technology (ICT),
Education Innovation and Sustainability, were selected to leverage the ASU’s capabilities.
25
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The Maryland International Incubator (MI2), dedicated to foreign-owned companies, was launched in
2009 by Maryland’s Office of International Investment and Trade, the University of Maryland, and
China’s Ministry of Science and Technology. The incubator houses foreign companies that come to
Maryland through the state’s FDI attraction efforts as well as a joint University of Maryland-China
research park. The incubator gives foreign companies direct access to university R&D and a one-stop
shop for Maryland service providers to work with companies on issues such as complying with state
taxes, visas, and incorporating in Maryland. MI2 targets collaborations in five market segments including
healthcare, environment, agriculture, energy, and fire protection. There are currently 13 foreign
companies connected to the incubator.29
Providing After Care and Monitoring Performance
Once a company has decided to locate in a state, the state can provide “after care” to facilitate retention
and to generate further foreign company leads. After a foreign company opens a location in
Pennsylvania, the state continues to check in with the company to provide assistance, including
connections to financing, networking, and suppliers. That also provides an opportunity to leverage
connections that the company has to other companies in its home country.
Pennsylvania also evaluates its services to companies. The state uses monthly benchmarking reports and
performance-based compensation to monitor performance and to provide information about return on
state investment. The Pennsylvania Center for Trade Development developed a system to set performance
standards for its field offices and to demonstrate the return on the state’s investment in its export
assistance program. The system measures a variety of standardized data about the services each field
office delivers to client exporting companies. That data include the number of new clients and active
clients; the number of work orders filed, the number of export actions, the number of exporting
companies, and the value of the export sales each office helps facilitate. The system uses the information
to score the offices, and those scores are adjusted to account for regional differences between rural and
urban areas. The system is linked to a performance pay scale for the trade consultants employed by the
centers.
IDENTIFY EXPORT-READY COMPANIES AND POTENTIAL FOREIGN INVESTORS

Once states have decided how to make their overall economic development strategies more globally
focused and have decided who is responsible for implementation, they can make a series of decisions
about which firms to target and the types of services and tools to provide to those firms. They can also
play a role in coordinating access to the portfolio of available federal resources.
The needs of companies differ according to their size or their level of experience with trade and their
industry sector. Larger companies generally do not need assistance with exporting, but can play a key role
in state trade strategies by providing strategic direction and by opening doors for the state and its smaller
companies. Smaller companies often do need assistance with exporting, but the type of assistance they
need and the likelihood of such assistance making a difference vary with a number of factors, including
the number of employees, level of exporting experience, and their relation to a state’s industry cluster
being perhaps the most important.30 Thus, states need a way to decide which companies or set of
companies should be the focus international trade assistance.
29
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States looking to improve export performance may want to focus on two kinds of high-potential small and
medium-size companies: companies that have the potential to export but are not already doing so, and
companies that currently export but could increase their volume by exporting to more than one market.
They can start by identifying the small and medium-size companies that are part of traded sectors of the
economy. States economies are made up of traded and non-traded industries. Companies in traded
industries have goods and services that they can sell beyond their immediate geographic location. They
typically face strong competition in most markets. In international markets they may be competing with
companies that receive direct government support.
Most states have already identified the traded industries in their economies through cluster analysis.
Although geographic clustering does happen in non-traded sectors, most states have focused on
identifying industry clusters that are competing globally and are, by definition, export-oriented. Many
consider cluster analysis to be a foundational step for international trade strategies, but not all states are
using it to inform and direct their trade and exporting strategy. In some cases, states have done cluster
studies and know the traded industries that exist in their state, but do not have good data on the traderelated performance of those industry clusters. For example, they might not know what percentage of
companies export, how many markets they export to, or how much foreign direct investment has been
attracted in that particular industry. As they target assistance towards specific companies or clusters,
states can start to collect data that give them better information about the performance of these clusters.
Cluster analysis can also be useful as a way to target which foreign investor a state might choose to focus
on. The existing cluster can provide a new foreign investor with access to economies of scope and scale
that allow the investor to produce at a lower cost or high value in proximity to competitors, suppliers and
institutions in the cluster and in proximity to U.S. customers. For example, an existing cluster may have
already developed specific training programs or research assets that would benefit the investor, in
addition to being able to provide links to potential suppliers.
Identifying High-Potential Small and Medium-Size Companies
When focusing on companies with the potential to export, states can keep in mind that of the
approximately 28 million small companies in the United States, only about 2 million have goods or
services that can be traded outside of their local markets.31 However, it is often the case that many of
these small companies with the potential to export are not doing so. For example, one estimate finds that
of the 262,000 small and medium-sized manufacturers in the United States, about 193,000 companies do
not export at all.32

larger firms. Specifically, the number of firms selling abroad is driven by firms with more than 249 employers. The
relationship between firm size and export propensity holds when differentiating between micro, small and mediumsized firms. The share of exporting small firms (10-49 employees) is larger than that of micro firms (1-9
employees), while medium-sized firms are by far the most exporting subgroup of SMEs. This pattern suggests that
SMEs as a whole display substantial difference in their propensity to export. (Organization for Economic Cooperation and Development, Fostering SMEs’ Participation in Global Markets (Organization for Economic Cooperation and Development 2013),
http://search.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=CFE/SME(2012)6/FINAL&docLanguage
=En)
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For a state to help companies start exporting or increase their exports, they first need to know which kind
of company they are working with and what its primary needs are. Companies that are not already
exporting vary in their readiness to do so. Many non-exporters may only need basic information about
markets and opportunities, help in finding access to buyer or distribution networks, financing, or training
about legal or logistical barriers to trade. Others may be challenged by a lack of entrepreneurial desire, or
a capacity to innovate, as evidence suggests that innovating and non-innovating businesses behave
differently in terms of the level and probability of exporting.33 Companies that are already exporting have
a different set of barriers to increasing their exporting activity. Those barriers tend to be more specific to
their business or to a particular market they are interested in entering.
The following are examples of how states are making decisions about the focus of their export promotion
efforts.
Rhode Island uses an export readiness assessment to classify companies as new to market or new to
export. The readiness assessment evaluates a number of export-related factors, such as the company’s
tolerance for risk, ability to sustain long sales cycles, experience with partnerships, and overall business
priorities.34
Some states have developed a system to act as an open door for all companies while identifying the readyto-export companies that often need a small amount of targeted support to start or expand exporting
immediately. States can focus their efforts on the highest potential companies while connecting the
companies that need more introductory support to other entities in the state that provide more basic
services.
North Carolina identifies companies that have the potential to increase their exporting, works with the
companies that have the most potential, and then connects most of the other companies to a unique
provider in the state. The North Carolina Department of Commerce's International Trade Division
describes itself as a “portal to available trade support services.” The state has a strong emphasis on
reaching out to new companies that have never exported but could with some support. To find those
companies, the International Trade Division runs an annual road show, a seminar series on exporting that
is offered across the state to connect companies with services that are provided either by the division or
by others in the state. In many cases, the state works directly only with those companies that are most
ready to export or that are part of one of the state’s targeted industry clusters. The state might help those
companies with market research, access to financing or a targeted trade mission.
North Carolina’s business development managers act as connectors and work with companies to
determine which available resources will meet each company’s specific needs. Companies that need more
introductory support are connected to other entities in the state. Community colleges provide basic
education and training to companies that are new to exporting in cooperation with the Small Business
Center Network and the North Carolina World Trade Association. Once a company has completed basic
training, the trade division might connect it with business school consulting to find new market
possibilities.
The state often connects companies to programs run by the U.S. Small Business Administration (SBA)
and the U.S. Department of Commerce’s Manufacturing Extension Partnership Program (MEP). SBA’s
Export University program provides new exporters with the basic information they need to begin an
export initiative. It also provides moderately experienced exporters with in-depth information on
33
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preparing for export, finding new markets, logistics, export documentation, getting paid, and legal
considerations while exporting. MEP’s ExporTech program works with small and medium sized
manufacturers to develop a customized international growth plan.
Making Clusters a Platform for Trade Development
One of the ways a state can target a group of companies is to focus services on the state’s industry
clusters. As a collection of similar or related businesses that share needs for common business services,
talent, technology and infrastructure, clusters provide a critical mass of customers, making it easier for
agencies to develop special expertise and programs tailored to fit their industries’ particular needs.
Focusing on clusters allows states to scale from supporting individual companies to building systems that
enable many companies in one cluster to become more competitive together.
By having an ongoing dialogue with a specific set of companies, states can ensure that trade efforts are
focused on long-term sustainable strategies instead of one-shot participation in trade shows or missions.
For example, based on ongoing dialogue with its cluster of furniture manufacturers and their suppliers,
North Carolina has a set of resources aimed at supporting exporting, including targeted market research
for the cluster and coordinated trips to furniture trade shows. Focusing on clusters can also promote better
collaboration between smaller and larger companies in a particular cluster. The larger companies in the
cluster can open doors to international opportunities for smaller suppliers.
A number of states are focusing federal funding received through the SBA State Trade and Export
Promotion Program (STEP) on specific clusters. Most states are using STEP funding to support small
and medium sized company participation in trade missions and trade shows, and at least 14 states direct
funding to companies within state-identified targeted industry clusters. Oregon is allowing trade
associations and cluster organizations in the state to apply for up to $5,000 in STEP grant funding to help
them organize and lead an international business mission for their member small businesses.35
States are finding that clusters provide a way to focus on service exports such as business and financial
services. Promoting services exports has often been a challenge for states due to lack of state-specific data
on companies that are exporting services. If a state has already identified concentrated clusters of
services, those clusters can provide a starting point for states to measure and increase service exports.
Clusters are also platforms for attracting foreign direct investment. Colorado’s clean energy strategy
demonstrates how a state can build a support system around a particular cluster then use it as a platform
for attracting foreign direct investment. In 2007, Colorado decided to focus part of its economic
development strategy, including international trade efforts, on clean energy. The state was strategic by
focusing on building state assets that support clean energy development, developing those assets into a
system of support, and then marketing Colorado internationally both as a location for clean energy
investment and a source of clean energy products and services.
The state focused on strong research collaborations and a higher education system that produced skilled
workers in the field of clean technology as two of the most important pieces of the support system. The
state provided funding for the Colorado Renewable Energy Collaboratory, a partnership between the
National Renewable Energy Laboratory and Colorado’s three major science research universities, to
speed the development and commercialization of new energy technologies. It also supported both the
University of Colorado’s and Colorado State University’s clean technology programs for grooming a

35

Oregon4biz.com, “Oregon STEP Program” http://www.oregon4biz.com/Grow-Your-Business/Exportassistance/STEP-Program/

14

workforce for the emerging industry. The state also realized that geography would be important in pitches
to foreign investors, since it is well-positioned to distribute materials to wind developers.
After Colorado identified assets and started supporting them as a system, it began to market the support
system to foreign investors. The governor and directors and staffs at the economic development office and
the energy office started conducting trade missions to advertise the clean energy economy to targeted
countries that would have companies interested in opening a branch in the United States. Those countries
included Spain, France, Japan, China, Denmark, Finland, Israel and Germany. As a result of developing
relationships through trade missions to Denmark, the world’s leading wind turbine manufacturer, Vestas,
opened its only plant in the United States, in Colorado in 2007. Vestas made an investment in Colorado of
about $1 billion, spread over four plants that has created 1,700 new jobs.36 Colorado’s strategy did not
center on attracting just one company, which has helped to soften the effects of a downturn in Vestas’
recent performance.37 Other global companies such as Abengoa, SMA Solar, and GE Energy Controls
have also established operations in Colorado. In the metro Denver region alone, the number of jobs in the
clean energy sector grew by 35 percent between 2006 and 2011, resulting in approximately 18,000 clean
energy jobs in that region in 2011.38

CONCLUSION
As governors look to develop more robust international strategies, they can take three actions that will
focus the state’s international trade policy:




Create an integrated, long-term plan;
Develop the state’s tactics and tools; and
Identify export-ready companies and potential foreign investors.
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