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Project Overview

Goal: to gain a better understanding of internatiahactivity
engaged in by businesses and law firms in Northe@sito

 Two-Part Study

— Survey of Northeast Ohio Businesses

— Survey of Northeast Ohio Law Firms

 Conducted for the Cleveland Bar Association, imaional Law
Section

e A collaborative effort

— Cleveland State University

Maxine Goodman Levin College of Urban Affairs andnde School of Business Administration

— Cypress Research Group



Executive Summary

Northeast Ohio International Business Survey

« Companies responding to the survey (respondent firographics):

40% are in manufacturing industries; 16% distidnyttransportation & wholesale trade; 15%
professional services

41% have fewer than 50 employees; 66% have fdvaar 100
77% are corporations
83% have been in business more than 15 yearsn@@%than 10 years

e Current international business activity:

Approximately two-thirds of businesses surveyeekiaeen engaged in at least some international
business activity

More than half of respondents who have been engagaternational business have been doing so for
more than 15 years

Exporting and importing goods and services wasrtbst common type of international business agtivit
that companies are engaged in

On average, companies participated in three diftelypes of international business activities
On average, companies engaged in internationaldaswith five different countries

Canada and Mexico were the most common businesseps followed by China, UK, and Germany
4



Executive Summary

Northeast Ohio International Business Survey

* Intended growth of international business activities:

— Nearly three-fourths (74%) of firms surveyed catighave a goal to increase their levels of
international business

— Companies were most likely to indicate a desiiatoease importing and exporting activities (54%
want to increase importing; 82% want to increagmeing)

Assets or strengths in NEO that facilitate Support services currently receiving to assist
international business: In international business:
(most common responses, in descending order ofiomnt (most common responses, in descending order ofiomnt
. Lot . Shipping/logistics
. Good transportation infrastructure . Legall Support
. Skilled labor force - ZELE
. Good industrial base/good supply chain - ClovEImE). support_ :
. Good professional services . Sales reps/partners in other countries
. Diverse population - Accounting/finance ,
. Low cost of living/doing business . Customs/import/export barriers
. Access to capital/funding/finance . IS exchang_e
. Language translation

= HR assistance



Executive Summary

Northeast Ohio International Business Survey

Main barriers to successfully engaging in internatnal business:

(open-ended responses; most common responsesdending order of mention)

* Language/cultural differences

* Too costly (in time or money)

»  Trade barriers/regulations

* No sales reps in other countries/lack of markesence/no distribution channel
*  Shipping costs/logistics

*  Currency fluctuations/banking intricacies

Factors that affect willingness to engage in interaional business:

(percentage agreeing that these factors have stromgderately strong impact — reported “4” or ‘5” @five-point scale)

* Lack of personnel (54%)

* Lack of knowledge about foreign markets (51%)

»  Difficult to maintain quality control (49%)

*  Cumbersome procedures (49%)

» Difficult to find qualified/reliable partners ovegas (48%)

*  Unfamiliarity with language/culture (45%)

» Lack of public sector assistance/incentive progr &%)

» Lack of financial resources to support internaaicarctivity (42%)

» Lack of understanding of where there is demangfoducts or services outside U.S. (42%)
»  Local business support services lack expertiset@rnational activities (38%)



Executive Summary

Northeast Ohio International Business Survey

« Legal services’ role in international business actities:

57% of respondents indicated that they requird lemansel to conduct
international business activities

Of these respondents:
* 30% use in-house counsel
* 68% use outside attorneys based in Northeast Ohio
» 34% use outside attorneys based in the U.S. baidauNortheast Ohio
» 32% use outside attorneys based outside the U.S.
(many respondents reported using attorneys in phelldategories)

Firms spent anedianof $5,000 on outside counsel for international bess
iIssues (in their most recent fiscal year)

Themeanspending on outside counsel was $55,000 (sevenas fieported
spending more than $100,000)



Executive Summary

Economic Impact of International Business Activitse

% Based on the survey of businesses in Northeast (@lsocussed earlier)
and projected to the universe of businesses iretifien, it is estimated
that international activities result in $21.96 ibiti of net revenues coming
iInto Northeast Ohio.

% Total economic impact of international businessva@s in Northeast
Ohio (based on estimated net revenues) Is:
= Total Output Impact = $23.1 billion
= Total Income Impact = $7.9 billion
= Total employment impact = 133,528 jobs



Executive Summary

Survey of Northeast Ohio Law Firms

» Characteristics of survey respondents:
* 68% have 10 or fewer attorneys
» 20% have more than 100 attorneys
» 80% are engaged in international legal matters

» Wide range of responses regarding the number dhiast Ohio law firms that are likely engaged in
international legal matters on a regular basis

 Client characteristics
» 70% of respondents represent individuals
» 60% represent companies with annual sales leash2f& million
(50% of respondents represent clients in multipkegories — individuals and/or different sized conigs)

* 60% represent clients who are manufacturers; @ffresent distributors/wholesalers; 30% represent
retailers; 25% represent financial service prosd26% represent other service providers; (60%sponding
firms represent clients in multiple industries)

* 65% of firms represent both U.S. and foreign-badieahts
* 90% of firms handle legal matters in a numberafrdries/geographic areas



Executive Summary

Survey of Northeast Ohio Law Firms

e Future of international law in Northeast Ohio:

84% of respondents do rfetel that the involvement of U.S. accounting andstdting firms in international

legal matters will affect firm business

78% believe that the international law practic&lortheast Ohio will increase; mespondents believe it will

decrease

— The primary reasons given all related to increagelalization

« Significant developments that will affect the pradice of international law in Northeast Ohio:

increasing globalization

reduced market barriers

expansion of markets in China and India

shift of local jobs to foreign locations

more multi-national firms doing business in theaare

immigration issues

success of nonprofits, foundations, private eguaigstors and venture capitalists in convincing pames to

locate in Northeast Ohio

more contract disputes between U.S. and foreigrpeomes and lack of clear international law to resdhem
10
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Introduction

Background & Objectives

» This assessment of current levels of internatitmiginess activity in Northeast Ohio was undertdkemelp inform regional
efforts that focus on initiating, supporting, anmdwing such activities. The methodology of thedstis described on the
following page, but the objectives of the study tardetermine:

*What types of international business activitiess IdE Ohio firms engaging in?
*What types of international business activitied\#oOhio firms aim to increase?
*With which countries are NE Ohio firms engagingriternational business activities?

*What are the barriers to NE Ohio firms conductngncreasing international business activities?

13



Introduction

Methods

Data Collection

» A paper-and-pencil survey of businesses (direatdble senior executive at each firm) was conductéebruary 2007. The survey
instrument used is included in the Appendix.

* Questionnaires were sent via first-class U.S. fnaih Cleveland State University.

A cover letter (also included in the Appendix) vilasluded in the survey package describing theatijes of the study and the
ultimate uses of the data.

* An initial set of questionnaires (5,000) were radithe week of February 10, 2007. By February 2872a total of 416 completed
surveys had been returned. A second wave of ssiweye mailed the week of March 5, 2007 (900 moestjonnaires); these were
sent to bolster sample sizes in certain industgynsants and resulted in another 104 responses,gitige total to 520 completed
questionnaires. Accounting for 140 returned mgsgifdue to incorrect addresses), this represewotslaesponse of 9%. However,
we found that the response rate differed tremergdasween small companies (fewer than 50 emplgyaed large companies.
The response rate was 6% for small companies, bahrigher for larger companies (16%).

Sampling

» Businesses within the following counties were ulggld: Cuyahoga, Geauga, Lake, Lorain, MedinaaBertSummit, and Stark

» Only businesses that were deemed to have a rdasartence of participating in international busmactivities were included in
the questionnaire mailing. Basically, businessasertain industries were included (manufacturtrapsportation, etc.) and those in
others were excluded (mining, utilities) basedwrthigh/low likelihood of being involved in intestional business activities. For
some industries, only those organizations thataage as judged by the number of employees (famgte, healthcare) were
included for the same reason. Using these crjtanmiverse of approximately 36,000 firms was idexd. From this universe,
5,900 firms were randomly selected and sent quastioes. It is important to note that the univedeéning process created a
strong bias towards larger firms in specific indiest This is the only universe to which the resof the current study can be
projectednot the universe of all firms within Northeast Ohio.eWnow that there is at leagimeinternational business activity
conducted by the firm types not included in thigdgt but none of that activity is measured in thislg.
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Respondent Firmographics

Main Type of Business

Q17: What is your main type of business?

Manufacturing 40%

* Here we show the main industries
of the responding companies (blue,
or darker, bars). In contrast, we
show the main industry types of the
universe from which we sampled.
Note that the universe we sampled
from isnot reflective othe entire
universe of firms in NE Ohio. Itis
purposely disproportionate (certain
industries were oversampled) in
order to maximize the chance that

) ) those industries will be reasonably

O Universe of Firms* represented in the final results.

B Responding Firms

Distribution, Transportation, & Wholesale

Professional Services
Construction
Communications
Information Technology
Real Estate

Finance & Insurance

Food Lodging

Health Care

Retail

Other

0% 20% 40% 60% 80% 100%

*Note that this is NOT the universe of all firmsME Ohio, but rather a pre-selected universe ofdimost likely to be

engaged in international business activities basettheir industry type and company size. 16



Respondent Firmographics

Number of Employees

Q18: How many employees do you have in NortheastXdUnweighted data)

49%
T ——

50-99

18%
100249 | o

3%
250-499 8%
1%
500-999 ; 104

1%
1000 + i 3%

28%
25%

O Universe of Firms
B Responding Firms

0%

10%

2000 30% 40%  50%

60%

* This shows the number of employees of the

responding companies (blue, or darker,
bars). In contrast, we show the number of
employees of the universe of companies
from which we sampled. Again, note that
the universe we sampled fromnist
reflectiveof the entire universe of firms in
NE Ohio. Itis purposely disproportionate
towards larger firms, based on the
assumption that larger firms are more likely
to participate in international business
activities.

Note that we see a response la@agyfrom
small firms (fewer than 50 employees). We
assume that this bias is due to a lower level
of participation in international business
among smaller firms and that those not
participating in international business were
probably less likely to respond to the survey.

17



Respondent Firmographics

Corporate Structure & Ownership

Q19: What is your corporate structure? Q22: Is your company wholly or partially owneddy
entity outside the U.S.?

Sole
Proprietorship,
3%

Partnership, 2%

Other, 6%
L.L.C.,12%

Yes, 10%

No, 90%

Corporation, 77%

» One-tenth of the sampled firms is partially or Wy@wned by a
non-U.S. entity. This is no doubt a reflectiortlod pre-selection
process where we focused more on businesses rkeleth be
engaged in international business activities.

18



Respondent Firmographics

Company Tenure & HQ Location

Q20: How long has your company been doing busimeS®rtheast Ohio? Q23: Is your company’s U.S. headquarters in Nagi€hio?

1-2Years, 1% |ess Than 1 Yea
3 -5 Years, 3% 1%

6 - 10 Years, 6%

11 - 15 Years, 7%

No, 9%
Yes, 91%

More Than 15
Years, 83%

19
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Current Level of International Business Activity

Activity Levels in International Business

Q1_12: We have not engaged in any internationalr®ss within our most
recent fiscal year.

» Here we show the proportion of firms (where theeba
Of The Universe of 36,000 Targeted* Firms is all firms in NE Ohio) that engage in at leashso
level of international business. Note that a large
proportion of business types and sizes were not
included in our sampling frame (because they were
assumed to be highly unlikely to engage in inteomea
Have not engaged in business activities). This resultdaly of those that

international were sampled: 65% of those sampled were engaged in

business** in past some type of international business activity, ab#h3

year were not. Projecting to the universe, we can egem
35% that there are at least 23,000 firms in NE Ohicagjedl
in some level of international business.
At least some » Those in Manufacturing (96%) and
international Distribution/Transportation/Wholesale industries
business** in past (70%) were the most likely to be engaged in some
year level of international business.
65% * Larger firms (50+ employees) were more likely & b
engaged (72%) than smaller firms (56%).
*Targeted firms were those deemed most likely tidigaate in international business activities (dM&thods Section). 21

**See questionnaire in Appendix for descriptionatifexamined types of international business aisi(Question 1).



Current Level of International Business Activity

Company Tenure with International Business

Q21: How long has your company been engaged @mnational business? (of those engaged in intéonat business)

Less Than 1 Year—i 1%

1-2 Years

9%

3 -5 Years 18%

6 - 10 Years - 12%
11 - 15 Years - 8%

Here we show that most of the respondents (who are
engaged in international business) have been daing
for more than 5 years (72%). This suggests tleaeth
are relatively few new entrants into the internadilo
business arena overall.

If we isolate those business that are well-estaéts
(been in business for more than 15 years), we @ge v
few firms (6%) that started conducting such adgeit
within the past two years (not shown). Howeveeré¢h
is somemovement into the international arena by
well-established firms: 27% of them have ventured
into international business activities within thesp5
years.

0% 10% 20%

40% 50% 60%
22



Current Level of International Business Activity

Types of International Business

Q1 1-Q1 11: Inyour most recent fiscal year, wasr company involved in any sort of internatiobakiness as listed below?

Base=Those Engaged in International Business Aietsvi
(Multiple responses accepted; Do not total to 100%)

Exporting Goods or Services 76%

Importing Goods or Services 66%

Intellectual Property Licensure And/Or Technology

Transfer . .
» Here we show the proportion of firms

that engage in the various types of
international business this study
examined.

* On average (median) firms
participated in 3 different activities.

» Exporting goods or servicegas the
most common activity (76%), followed

7% by importing goods or servicd§6%).

Participation In Global Network Of Product Or Servi ce
Providers

Joint Ventures Or Partnerships Or Wholly Owned
Subsidiaries

Financial Investments In An Entity Outside US

International Insurance

Foreign-Based Financial Investments In US Entity

Management Contracting

Licensing And/Or Franchising

Any Other Transaction Which Involves Entity Outside Of

US 12%

0% 20% 40% 60% 80% 100%

_ 23
% of firms



Current Level of International Business Activity

Types of International Business

» There are certain international activities thahB tend to participate in together:
* Importing/Exporting:
» 71% of those whexportgoods and services alsoportgoods and services;
» 81% of those whamportgoods and services alsgportgoods and services;
» 53% of those who engage in some type of internatibusiness botimportandexportgoods and services.
 Financial Ties
 Half (50%) of those witliinancial investments a non-U.S. entity also hayant ventures or partnerships or wholly
owned subsidiariesutside of the U.S.
» Trade Involving Information
» Almost half (46%) of those engagedimtellectual property licensurand/ortechnology transfeoutside the U.S. also
are involved with non-U.S. basgiint ventures/partnerships or wholly owned sulzsiigis

24



Current Level of International Business Activity

Countries Of International Business Activities

Q4: With which countries do you currently engagéternational business?
(Of those who conduct at least some internationglress)

Canada 80%

* On average, companies engaged in
international business do so within 5
(mean)/4 (median) different countries.

Mexico

China
* Most common “other” countries:

*Brazil (9%)
*Australia (8%)
*All of South America (8%)

United Kingdom
Germany

France

* Note that there is a fairly random geographic
pattern among countries engaged with; itis
just as common for businesses to engage with
two countries on opposite sides of the world
as it is with two countries that share a border.

Japan
India
South Korea

Other

0% 20% 40% 60% 80% 100%

% of companies involved in at least some intermatidusiness 25



Current Level of International Business Activity

Total Revenue from Non-U.S. Entity

Q7: In your most recent fiscal year, what p_r_opmntiof Amount of Revenue From Non-U.S. Entities
your total revenues was from non-U.S. entities?

1100 | °-
11%-25% - 15%
25%-50% - 14%
51%-75% . 4%

%-1009 5%
76% -100% F 0 >$10M

0% 10%  20%  30%  40%  50%  60% " - - g
% of companies involved in at least some intermatidusiness % of corﬁpanies involved in at least somé intermatidusiness

26

Q8: And approximately what were your total revenfeg your most
recent fiscal year * Q7 (% of revenues from inteimaal sources)

$0 10%

|

$1-$250K 20%

$250K-$1M 16%

% of total revenues

$1M-$5M 25%

$5M-$10M 6%

total $ revenues from non-U.S. sources

23%

o_
=
N
o
=



Current Level of International Business Activity

Expenditures to a Non-U.S. Entity

Q9: In your most recent fiscal year, what propontiof Amount of Expenditures to Non-U.S. Entities
your total expenditures was to non-U.S. entities?

Q9: And approximately what were your total expameis for your most

recent fiscal year * Q9 (% of expenditures to naisLentities)

0 19% n
o _ ° 3 0 —
S
i >
(@]
n ()]
g 1-10% 44% %)
2 - suesox [ 1
= >
c 1 [
Q o
o [
> 04 -2K0, 21%
5 110%-25% | 215 e 00
-_ [7p]
8 i O
o 5
2 E
(@] 94 -5009 10% ©
O 25%-50% - c $1M-$5M 20%
= Iah)
o
T X
(D]
&
045 -750 4%
51%-75% . = $5M-$10M -8%
)
(@]
. +—
76%-100% 1%
0% 10% 20% 30% 40% 50% ! T T T !
0% 10% 20% 30% 40%

% of companies involved in at least some intermati®usiness % of companies involved in at leasesioternational businessp7
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Intended Growth of International Business Activities

Future Level of International Business

Q2: Does your company currently have a goal twease your level of international business acigt_(Of those currently engaged
in international business)

No/Not sure,
27%

Yes, 74%

» Most of those sampled (74%) currently have a gbaicreasing their levels of international busmes
sLarger businesses (more than 50 employees) were likely to want to increase their level of adiyv{82%).
*Manufacturing and Distribution/Transportation messes were more likely to want this increase (8&h%)
those in other industries.

29



Intended Growth of International Business Activities

Increasing Levels of International Business

Q3: Which type(s) of international business ara fioping to increase? (of those with a goal to @ase levels)

Exporting Goods or Services

82%
Importing Goods Or Services
Joint Ventures Or Partnerships Or Wholly Owned

Subsidiaries

Participation In Global Network Of Product Or Servi ce

Providers  Just as importing and exporting goods

were the most common existing
international business activities (page
13), they were also the activities

companies were most likely to want to
increase.

International Insurance

Financial Investments In An Entity Outside US

Intellectual Property Licensure And/Or Technology
Transfer

Foreign-Based Financial Investments In US Entity
Management Contracting

Licensing And/Or Franchising

Any Other Transaction Which Involves Entity Outside Of
us

0% 20% 40% 60% 80% 100%

30



Intended Growth of International Business Activities

Increasing Levels of International Business

Percentage of Those with Goal to Increase Interraatal
Business Activity

By Those Currently Engaqging/Not Engaging in Activit

Exporting Goods or Servicesw 83% * Herewe contrast the Ieve_ls of interest in inarepfuture
| 0 levels of international business among those whiently

mporting Goods OF Senvices F 62% are engaged in thattivity, vs. those who are not.
| 0 » As also shown on the previous page, there is af lot
Joint Ventures Or Partnerships Or Wholly 50% intereSt in grOWing some aCt|V|t|eS, but the II‘ISE,I’BT a"
Owned Subsidiaries ] 0 activity types, is far greater among those alresuyaged
Participation In Global Network Of Product Or F45% in that activity at some level. That is, interestels are
Service Providers 0 quite low (no more than 16% of firms) among tho$®w

are not engaged in each activifihis suggests that the
greatest growth opportunities are within the specit
activity areas which companies _are already engagéal,

- i - i 50% . —— e
Financial Investments In An Entity Outside US Fo as opposed to companies venturing into activitiefiat
Intellectual Property Licensure And/Or F 50% they have not already accomplished.
Technology Transfer 0
Foreign-Based Financial Investments In USF 36%
Entity 0

i 33%
Management Comraamg_w ° |m Currently doing activity
Licensing And/Or Franchising M 33% | O Not currently doing activity

International Insurance moloo/o

0%  20% 40% 60% 80% 100% 31
% of companies involved in at least some intermafitousiness



Barriers to Growing International Business Activities




Barriers to Growing International Business Activities

Assets or Strengths

Q13: In your opinion, what assets or strengthsiexi Northeast Ohio that facilitate internatiorfalisiness?

Most common responses, in descending order of orenti

sLocation (48 responses)

*Good transportation infrastructure (43)
«Skilled labor force (40)

*Good industrial base (good supply chain) (35)
*Good professional services (legal, etc.) (28)
*Diverse population (12)

sLow cost of living/doing business (11)
*Access to capital/funding/finance (8)

33



Barriers to Growing International Business Activities

Support Services to Assist in International Busirses

Q6: What types of support services are you culyaeteiving to assist you in international busisies

Most common responses, in descending order of orenti

» Shipping/Logistics (25 responses)

* Legal support (24)

« Banking (17)

« Government support (14)

» Sales reps/partners in other countries (14)
« Accounting/Finance (11)

o Customs/Import/Export barriers (8)

» Currency exchange (5)

« Language Translation (2)

 HR assistance (2)

% of companies involved in at least some intermatitbusiness

34



Barriers to Growing International Business Activities

Barriers to Successful International Business

Q5: What do you see as the main barriers to congsdike yours successfully engaging in internaidsusiness?

Most common responses, in descending order of orenti

Language/Cultural differences (50 responses)
Too costly (in time or $) (48)
Trade barriers/Regulations (43)

No sales reps in other country/Lack of market @nes/no distribution

channel (32)

Shipping costs/Logistics (28)

Currency fluctuations/Banking intricacies (20)
Foreign competitors are priced lower (14)

Tariffs (13)

Hard to control quality (12)

Hard to protect intellectual property/Own intese€l0)
Poor labor/unskilled labor overseas (10)
Finding/Understanding new markets (9)

Lack of resources/Personnel to dedicate to ef@)rt
U.S. Immigration policies/Hard to get incomingass(7)
High labor costs overseas (Europe) (7)

Don’t trust foreign buyers/Hesitate to give crg@it
Labor laws overseas (5)

Note that while language/cultural
barriers was the most commonly
mentioned barrier, very few respondents
reported using outside services to assist
with that (see page 24). Perhaps this
respondent knows why:

It is nearly impossible to find a
central source for
translators/interpreters in Cleveland
area for most languages. We have
many ethnic groups living here who
should be able to assist our area in
the entrees necessary for
international business. ....we do
receive inquiries from China, Japan,
Italy and Spain.

35



Barriers to Growing International Business Activities

Barriers

Q11: Please tell us your level of agreement oaglieement with each of these in terms of how tin@gact your willingness to engage in

international business:

All Respondents
% Strong (‘5’)/Moderately Strong Impact (‘4")

Lack Of Personnel To Dedicate to
International Activities

Lack Of Knowmedge About Foreign
Markets Or Business Practices

Unfamiliarity With Language And/Or
Culture

Lack Of Financial Resources To
Support International Activities

Lack Of Understanding Where There
Is Demand For Our Products/Services
Outside U.S.

Local Business Support Services
Lacking Expertise In International
Activities

o eI

51%

BN 45%

mzz% 42%

B =] 42%
B % '5' Strong Impact

18% [P 38% ° g 1mp
0% '4'

0% 20% 40% 60% 80% 100%

(N.A. responses taken out of
the base)

% of all respondents

On the previous page, we
summarized respondents’ ‘open-
ended’ comments regarding what
they felt were the biggest barriers
to international business activities
in our region. Here we show the
proportion of respondents who
rated each of six different potential
barriers in terms of their having an
‘impact’ on their willingness to
engage in international business
activities. Note that this is all
respondentgboth those engaged
and not engaged in international
business. On the following page,
we contrast those different types of
businesses on these measures.)
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Barriers to Growing International Business Activities

Barriers

Barriers: Those Engaged vs. Those Not Engaged international Business Activities

v'=Stronger
barrier to those
not engaged.
Increased
awareness/
understanding
and/or direct
support may
lead to
increased

(N.A. responses taken out of the base) % Strong (‘5’)/Moderately Strong Impact (‘4’) Combi ned
Of Those Currently Of Those Not Currently
Engaged in Engaged in International
International Business Business
v . . n e 51% 61%
Lack Of Personnel To Dedicate to International Activities
Lack Of Knowledge About Foreign Markets Or Business 30% 6%
Practices
0 5104
Unfamiliarity With Language And/Or Culture 43% 1%
Lack Of Financial Resources To Support International 31% 52%
v Activities
. . 38% 55%
v Lack Of Understanding Where There Is Demand For Our
Products/Services Outside U S.
37% 43%

activity.

Local Business Support Services Lacking Expertise In
International Activities

Here we contrast the attitudes on these barrigisden those who do and do not engage in interratio
business activities. In all cases, those who atengaged are more likely to see each barrietrasgs but

there are particularly large gaps in attitudeshvad of the barrierstack of personnel to dedicate to
international activities; lack of financial resowgs to support international activitieandlack of

understanding where there is demand. 37



Barriers to Growing International Business Activities

Barriers

Q12: Please tell us your level of agreement oaglieement with each of these in terms of how tin@gact your willingness to engage in

international business:
All Respondents

% Strong (‘5’)/Moderate Agreement Impact (‘4’)

Difficult To Maintain Quality Control For Foreign 0 0
Produced Goods/Services 20% 29% 49 A)

International Business Requires Overburdensome 0 0
Procedures 200 49% * Here we show the level of
. . : . | agreement on more potential
Difficult To Find Reliable Or Qualified Partners In 0 . ~ j
Foreign Markets LECE =0 48% barriers to engaging in
I international business. Again, this
Lack Of Public Sector Assistance/Incentive ProgramsjiikeLZ 44% figure shows all respondents. A
] comparison of those engaged/not
Political Instabilitiy In Foreign Markets Makes It 0 engaaged in international business
Risky/Difficult To Do Business Profitably 16% 35 A) gag

| is shown on the following page.
Business Infrastructure In Foreign Markets Makes It 0 0 0
Difficult To Do Business Profitably 14% 35 /0
High Cost Of International Business Activities 0 3 0
Outweighs Potential Gains 10 /0 30 A)
Legal Barriers Or Concerns Prevent Firm From o)
A 16% | 239

International Business Activities

B % '5' Completely Agree

Just Not Interested In Engaging In Or Increasing Level 0 ) 0 0% '4'
Of International Business 13% 28 /0

0% 20%  40%  60%  80%  100%
(N.A. responses taken out of the base) % of all respondents 38



Barriers to Growing International Business Activities

Barriers

Barriers: Those Engaged vs. Those Not Engaged international Business Activities

(N.A. responses taken out of the base)

v'=Stronger
barrier to
those not
engaged.
Increased
awareness/

understanding
may lead to
increased
activity.

v
v

% Strong (‘5’)/Moderately Strong Agreement (‘4’) Combined

Of Those Currently Of Those Not Currently
Engaged in Engaged m International
International Business Business
Dafficult To Maintain Quality Control For Foreign Produced 50% 44%
Goods/Services
International Business Requires Overburdensome Procedures 44% 67%
Dafficult To Find Reliable Or Qualified Partners In Foreign 49% 45%
Markets
Lack Of Public Sector Assistance/Tncentive Programs 44% 47%
Political Instabality In Foreign Markets Makes It Risky/Difficult 27% 53%
To Do Business Profitably
Business Infrastructure In Foreign Markets Makes It Difficult 33% 38%
To Do Business Profitably
High Cost Of International Business Activities Ouiweighs 27% 38%
Potential Gains
Legal Barriers Or Concerns Prevent Firm From International 17% 40%
Business Activities
Just Not Interested In Engaging In Or Increasing Level Of 14% 64%

International Business

» Here we again contrast the attitudes on theséebabietween those who do and do not engage imatienal business activities.
In almost all cases, those who are not engageshare likely to see each barrier as strong, buethee large gaps in attitudes on
four of the attitudesrequires overburdensome procedures; political ib8iy makes it too risky; legal barriers or conces;
and,just not interested.



Legal Services’ Role in International Business Actines




Legal Services’ Role in International Business Actines

Requirement of Legal Counsel

require legal counsel? (of those engaged in attleame rely on? (of those which require legal counsel)
international business) .
Outside
Attorneys, Based

In Northeast
Ohio

68%

Outside
Attorneys, Based
0 1]
Yes, 57% In U.S. but 34%
Outside
Northeast Ohio

Outside
Attorneys, Based 32%
Outside the U.S.

No, 43%

In-house Counsel 30%

Not sure, 2%

0% 20% 40% 60% 80%

* Note that only 1% of respondents relied exclugivel non-
U.S. attorneys (i.e., most required local counselddition).



Legal Services’ Role in International Business Actines

Requirement of Legal Counsel

Q16: In your most recent fiscal year, approximgatebw much did your company (or the division lodatéthin Northeast Ohio) spend
on outside legal counsel pertaining to internatibbasiness issues?

* Firms spent anedianof $5,000 on outside counsel for

$1,000 -$1o,ooo_ 29% international business issues. Theanspending on outside

counsel was $55,000 (the mean is sensitive toepsitind
T several firms reported spending above $100,000).

$10,000 - $50,000- 19%
$50,000 - $100,00(- 19%
>$100K - 10%

0% 20% 40% 60% 80% 100%

% of respondents who required outside legal counsel 42



Economic Impact of International Activities

In Northeast Ohio
N <

Ziona Austrian, Ph.D.
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s=5: University
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Economic Impact of
International Business Activities

¢ International activities build wealth in Northe&#io.

*» Based on the survey of businesses in Northeast Ohio
(discussed earlier) and projected to the univetse o
businesses In the region, it is estimated thatnateonal
activities result in $21.96 billion of net revenuwsEsning
Into Northeast Ohio.

= Revenues from non-U.S. sources = $38.44 billion
= Expenditures to non-U.S. sources = $16.48 hillion
= Net revenues = $21.96 billion
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Economic Impact of International Business Activities

< Economic impact analysis is based on inter-industigtionships within
regions, which determine how regions respond to@és in economic
activities.

*» Economic impact measures economic benefits in tefms
= Qutput (value of goods and services produced througthe economy)
= Employment (number of jobs)
= Labor income (household earnings)

< Total economic impact in output, employment, armbme Is a summation
of three impacts: direct impact, indirect impacig anduced impact.
= Direct impact refers to the change of economicvédgt{in this case, net revenues from
international activities)

= Indirect impact measures the impact on companidsratividuals that provide _
additional goods and services needed for internatiactivities (suppliers to companies
engaged in international activities).

= Induced impact measures the change in spendingcay thouseholds due to increased
earnings by employees in local industries who sugpternational activities.
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Economic Impact of International Business Activities

Output Labor Employment
($Bil.) Income (#Jobs)
($Bil.)
Direct
Impact 23.11 3.52 38,597
Indirect
Impact 9.40 2.80 49,783
Induced
Impact 4.82 1.55 45,148
Total
Impact 37.34 7.87 133,528

Total output produced in Northeast
Ohio increased by $37.34 billion in
2006 as a result of international
activities. Of that, 38% is accounted
for by indirect and induced impacts.

Total household earnings in Northeast
Ohio increased by $7.87 billion due to
international trade activities. Of that,
55% is accounted by indirect and
induced impacts.

More than 133,500 jobs were created
in Northeast Ohio in 2006 because of
international activities. Of that, 71% is
attributed to indirect and induced
impacts.
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Survey of Law Firms in Northeast Ohio

Summary Results
<
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Survey Overview

¢ Purpose
» To gain a better understanding of the number otid@st Ohio lawyers and

firms involved in the practice of international land the scope of their
activities

» Invitation to participate in the survey issued bg Cleveland Bar
Association, International Law Section

*» Administered online; 25 firms responded

* Survey Analysis
» Characteristics of Responding Firms
» Client Characteristics
» Future of International Law
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Characteristics of Survey Respondents

Firm Size (Number of Attorneys)

1to 10
68%

26 to 50
8%

51to 100
4%

More than 100
20%

N=25
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Characteristics of Survey Respondents

Involvement In International Law

s Engaged in international legal matters
" yes 80% (n=20)
" Nno 20% (n=5)

= all firms (n=6) with more than 50 local
attorneys engage in international law

% Number of local attorneys involved

= most small firms (1-10 attorneys) have
only one or two attorneys regularly
handling international legal matters

= significant variation among larger firms

* Number of local law firms regularly engaged

= Wide range of responses; no clear
estimate

When questioned about the
number of local law firms
regularly engaged in
international legal matters, a
wide range of responses were
given, including:

“probably less than 10”
“relatively small”

“a considerable number”
“most” or “one hundred”

Several have “no idea.”

One respondent pointed out
that it depends on how
“regularly” and “international
law” are defined. 50



Client Characteristics

Types of Clients Represented

100%

80% -

60%

40% |

20% |

Individuals <$25M $25 to $249M $250to $500M to $1B >$1B
$499M

Companies (Annual Sales)

Does not total to 100%; 50% (n=10) of firms represdiehts in multiple categories



Client Characteristics

Nature of Clients’ Business

100%

80% {

60%

40% -

20% -

0%

M anufacturers Distributors/ Retalilers Financial Service Other Service
wholesalers Providers

Does not total to 100%; 60% (n=12) of firms represdiehts in multiple categories >2



Client Characteristics

Clients Represented

U.S. basel
individuals or
businesses on
15%

Both U.S. an Foreign-based

foreign-based individuals or
individuals anc businesses only
businesses 20%
65%
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Client Characteristics

100%

80% -

60% -

40% -

20% -

0%

Geographic Areas in Which Firms Handle Legal Matt®r

85%
75%

60% 60%
50% 50%
40% 40%
35%
20%
10%
™

Canada Mexico Latin Middle  Africa Japan China India Other Other
America East Asia

Why did firm develop a focus in the identified gemghic area(s)?

* most comments related to client demand
» several noted that clients were referred to them

Most firms (90%) handle
legal matters in a number of
countries/regions.

« 1 firm indicated only one
geographic area

8 firms indicated between 2
and 5 geographic areas

* 10 firms indicated between
6 and 10 geographic areas

» a few firms focus on international legal mattergy(, immigration, international child custody)
» one firm advertises in foreign publications and katablished contacts with chambers of commerce

overseas
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Future of International Law

Will the involvement of U.S. accounting and consalg firms in
International legal matters affect firm business?

" yes 16% (n=3)
" no 84% (n=16)

s Why (if yes)?
» adds competition
= consulting firms will likely refer clients to largéaw firms
= accountants are providing many traditional legalises (e.g., incorporation,
tax planning, transaction structuring)

s Why not (if no)?
= clients still require legal expertise (multiple pesses)
= clients rely on law firm to select partners wheeded
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Future of International Law

Forecast for international law practice in Northea©hio

= decrease 0%
* remain the same 22% (n=5)
" increase 78% (n=18)

Why (if increasing)?

» increased globalization
(multiple responses all relating to increased diabton)
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Future of International Law

Significant developments that will impact the prac of
iInternational law in Northeast Ohio

* increasing globalization

» reduced market barriers

= expansion of markets in China and India

= shift of local jobs to foreign locations

= more multi-national firms doing business in theaare
" immigration issues

= success of nonprofits, foundations, private eqguawigstors and venture
capitalists in convincing companies to locate irrtNeast Ohio

= more contract disputes between U.S. and foreigrmpanines and lack of clear

international law to resolve them
(n=15) 57



Appendix A

Northeast Ohio International Business Survey
» Cover Letter
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Cleveland State University

af

Date

name
company

street address
city, state, zip

Dear

Our region needs your help. On behalf of the International Law Section of the Cleveland Bar Association,
Cleveland State Umiversity 1s conducting research on international business activity i Northeast Ohio.

The primary objective of the research 1s to deternune the size of the mtemnational business community, in terms of
the number of companies engaged 1n mternational business and the revenue/expenditure stream mvolved. We
will also estimate the econonuc impact of international business activities on the Northeast Ohio region and
1dentify the legal needs of companies engaged in international business. Finally, to promote policies and practices
that will improve the global business climate i Northeast Ohio, we hope to identify factors that either impede or
facilitate international business in the region. The results will be presented at the symposium on “Northeast
Ohio’s Global Challenge™ on April 24, 2007 at the Crown Centre Hotel in downtown Cleveland.

This survey project has recerved financial support from several corporations, organizations and law firms,
including: Baker & Hostetler, LLP; Benesch Friedlander Coplan & Aronoff, LLP; Cavitch Fanulo Durkin &
Frutkin; Cleveland Bar Association & Business Section; Cleveland Bar Association-International Section;
Cleveland State University: Cypress Corporation: Eaton Corporation: Jones Day; Kahn Kleinman: LaSalle
National Bank; Manufacturing Advocacy & Growth Network: Margaret Wong & Associates; McDonald Hoplans
Co., LPA; Northeast Ohio Trade & Economic Consortium: Parker-Hannifin Corporation: Porter Wright Morris &
Arthur: STERIS Corporation: Tucker, Ellis & West, LLP; and Walter & Haverfield, LLP.

We are askang you to support this effort by completing the enclosed survey. Your answers will remain
completely confidential unless you indicate otherwise and all data will be analyzed i the aggregate. Surveys can
be returned via the enclosed postage paid envelope. Data 1s being processed by Cypress Research Group. Any
questions vou have should be directed to Jill Taylor, Program Manager with the Center for Economic
Development at the Levin College of Urban Affawrs. She can be reached at 216-687-2248 or
Jjull@urban.csuohio.edu. Your response is important for the economic development and future of our region.

Respectfullv,

-

- 7
Stephen J. Petras Jr.
Chair. Intemational Law Section
Cleveland Bar Association

fi fotfo~ e

Mark S. Rosentraub. PhD. Robert F. Scherer. Ph.D.

Dean and Professor Dean and Professor

Maxine Goodman Levin College of Urban Affairs Nance College of Business Administration
Cleveland State University Cleveland State University

1,

Mailng.A

1 Enclid Avenue, UR 364 * Cleveland, Ohio 44115-2214
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NORTHEAST OHIO INTERNATIONAL BUSINESS SURVEY

Thank you for your assistance with this important but brief survey which focuses on
international business activity in Northeast Ohio. For the purposes of this survey, Northeast
Ohio 1s defined as the following eight counties: Carroll. Cuyahoga, Geauga, Lake, Lorain.
Medina, Summit, Portage, and Stark.

The survey should take approximately 20 minutes to complete. When completing the survey,
please keep the following in mind:

» We wish to include both businesses that do and do not engage in international business:

» Generally. international business is any transaction with a non-U.S. entity (including
Canada)

* Your answers will remain completely confidential: all data will be analyzed in the
aggregate;

» For this survey, we are interested in entities which are either headquartered in Northeast
Ohio or have an operating division or office in Northeast Ohio:

o If you are part of a larger company which 1s headquartered outside Northeast
Ohio, we ask that you answer this survey based on that part of your
company which is located in Northeast Ohio.
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1.

In your most recent fiscal year. was your company involved in any sort of international business as listed
below? (please v all that apply)

O Importing goods or services

O Exporting goods or services

O Financial investments in an entity outside the U.S.

O Foreign-based financial investments in a U.S. entity

O International insurance

O Intellectual property licensure and/or technology transfer

O Licensing and/or franchising

O Management contracting

O Joint ventures or partnerships or wholly owned subsidiaries

O Participation in a global network of product or service providers
O Any other transaction which involves an entity outside the United States. Please explain:

0 We have not engaged in any international business within our most recent fiscal year [Skip To
Question 11, Page 3]
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2. Does your company cwrently have a goal to increase your O Yes
level of international business activities? O No [Skip to Question 4]
O Not Sure [Skip to Question 4]

3. Which type(s) of international business are you hoping to increase? (please v all that apply)

A Importing goods or services T Licensing and/or franchising
3 Exporting goods or services 3 Management contracting
3 Financial investments in an entity outside the U.S. 3 International insurance
3 Foreign-based financial investments in a U.S. entity 3 Joint ventures or partnerships or wholly owned
subsidiaries
3 Intellectual property licensure and/or technology 3 Participation in a global network of product or
transfer service providers

3 Any other transaction which involves an entity outside the United States. Please explain:

4. With which countries do you currently engage in international business? (please v all that apply)

O Canada O Mexico O United Kingdom
O Germany O France O India

O China O Japan O South Korea

O Other: O Other: O Other:
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9.

What do you see as the main barriers to companies like yours successfully engaging in international business?

What types of support services are you curently receiving to assist you with international business?

In your most recent fiscal year. what proportion of your total revenues was from non-U.S. entities? %

And approximately what were your total revenues for your most recent fiscal year?| §

In your most recent fiscal year. what proportion of your total expenditures was to non-U.S. entities? %

10. And approximately what were your total expenditures for your most recent fiscal year? | 5
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11. Below 1s a list of factors that may act as barriers to conducting international business in Northeast Ohio.
Please tell us your level of agreement or disagreement with each of these in terms of how they impact
vour willingness to engage in international business.

No Strong Not
Impact Impact  Applicable
a. Lack of understanding of where there is a1 a2 a3 a4 as N.A.
demand for our products/services outside U.S.
b. Lack of knowledge about foreign markets or 0 d d 0 d N.A.
business practices
c. Local business support services lacking a1 a2 a3 a4 as N.A.
expertise in international activities
d. Unfamiliarity with language and/or culture a1 d 2 a3 a4 as N.A.
¢. Lack of personnel to dedicate to international a1 0 2 O3 a4 as N.A.
activities
t. Lack of financial resources to support a1 a2 a3 a4 as N.A.
mternational activities
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12. Below are more factors that may act as barriers. Please tell us your level of agreement or disagreement
with each of these in terms of how they impact vour willingness to engage 1n international business.

Complerely Complerely Not
Disagree Agree  Applicable

a. The high cost of international business dJ1 2 a3 a4 as N.A.
activities outweighs the potential gains

b. There 1s a lack of public sector assistance or dJ1 a2 a3 a4 as N.A.
mcentive programs

c. International business requires over- a1 02 a3 a4 as N.A
burdensome procedures (documents, customs,
immigration, etc.)

d. Business mnfrastructure mn foreign markets a1 a2 as3 a4 as N.A
makes it difficult to do business profitably

e. Political instability in foreign markets makes dJ1 02 a3 a4 as N.A
it risky or difficult to do business profitably

f. It 1s difficult to find reliable or qualified dJ1 a2 a3 a4 as N.A
partners in foreign markets

g. It 1s difficult to maintain quality control for dJ1 02 a3 a4 as N.A
foreign produced goods or services

h. Legal barriers or concerns prevent our firm dJ1 a2 a3 a4 as N.A
from international business activities

1. We are just not interested in engaging in or dJ1 02 a3 a4 as N.A
increasing our level of international business




13. In your opinion, what assets or strengths exist in Northeast Ohio that facilitate international business?

14. To execute any of your international business. did you require legal O Yes

16.

counsel? O No [Skip To Question 17]
O Not Sure [Skip To Question 17]

If so, which types of legal counsel did your company rely on? (please v all that apply)

O In-house counsel

O Outside attorneys, based in Northeast Ohio

O Outside attorneys, based in U.S., but outside Northeast Ohio
O Outside attorneys. based outside the U.S.

In your most recent fiscal year. approximately how much did your company
(or the division located within Northeast Ohio) spend on outside legal
counsel pertaining to international business issues?
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17. What 1s your main type of business? (please v" one)

] Finance & Insurance [7J Retail O Information Technology [ Construction
O Communications O Food/Lodging O Manufacturing O Professional Services
(0 Real Estate O Health Care O Distribution, Transportation [ Other:

& Wholesale

18. How many employees do you have in Northeast Ohio?
d1-5 O6-10 O11-24 0O25-49 350-99 0O100-249 0O 250-499 [ 500-999 3 1000+

19. What 1s your corporate structure?
O Sole Proprietorship O Partnership O Corporation OLLC. O Other

20. How long has your company been doing business in Northeast Ohio?
OLess than 1 year [ 1-2 yvears [ 3-5 years 0 6-10years [ 11-15 years O More than 15 years

21. How long has your company been engaged in international business?

0 Not engaged in international business
O Less than 1 year O 1-2 vears [ 3-5 years [ 6-10 years [ 11-15 years [ More than 15 years

22. Is your company wholly or partially owned by an entity outside the U.S.? O Yes ONo
23. Is your company’s U.S. headquarters in Northeast Ohio?  Yes O No

THANK YOU FOR YOUR HELP WITH THIS SURVEY! Please return it BY WEDNESDAY, FEBRUARY 28 in
the enclosed envelope to: Cypress Research Group, 21403 Chagrin Boulevard, Suite 106, Beachwood, OH 44122.
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International Law Practice in Cleveland
International Law Survey 2007

1. Size of your firm's Northeast Ohio office(s), based on number of local
attorneys:

1-10 attormeys

11-25 attorneys

26-50 attorneys

51-100 attorneys

More than 100 attorneys

LS8 S S8 S) S

2. Does your firm have any local attorneys engaged in handling international
law matters?

o Yes
o/ Mo (Skip to Question 10)

3. Number of:

Attorneys at the local office of your firm regularly handling

international legal matters

Attorneys at all offices of your firm regularly handling

international legal matters
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4. Types of clients that your firm represents in its international law practice
(please check all that apply)

Individuals

Companies with less than $25 million in annual sales
Companies with $25-249 million in annual sales
Companies with $250-499 million in annual sales
Companies with $500 million - $1 billion in annual sales
Companies with more than $1 billion in annual sales

17

5. Nature of business of clients that your firm represents in its international
law practice (please check all that apply)

Manufacturers

Distributors/Wholesalers

Retailers

Service Companies: Financial Service Providers
Service Companies: Other (please describe)

7171717

6. Clients represented (please check all that apply)

r- US-based individuals or businesses in international matters
I'— Foreign-based individuals or businesses in US legal matters
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7. In which geographic areas does/has your firm handle(d) matters (please
check all that apply)?

Canada

Mexico

Latin America (other than Mexico)
European Union
Middle East

Africa

lapan

China

India

Other Asia/Pacific Rim
Other (please specify)

ATIIrITTTTm

4 =

8. How/why did your firm develop its focus in these geographic areas?

=
[

9. Some US accounting and consulting firms have become engaged in the
practice of international law in some foreign countries. Do you believe that
this development will affect your firm's international practice?

l' Mo
l' Yes

r Why or why not?

N [Elw
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10. Your forecast regarding the general trend of international law practice in
Northeast Ohio (Not specific to your firm):

r Increasing
r Remaining the Same
r Decreasing

r Why?

IR

11. What are the most significant developments/trends which you foresee
over the next 3-5 years that are likely to impact the practice of international
law in Cleveland?

=
e

12. How many law firms in Northeast Ohio do you believe are regularly
engaged in the practice of international law matters?

Thank you for your help with this survey!
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