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Executive Summary

Purpose and Background

The Economic and Public Policy Research (EPPR) group at the UMass Donahute nstit engaged to conduct
researclon growth oriented companies in the Connecticut Knowledge Corridor region (hence referredeto as
Capital Regiorin the rest of this report)in this study, the sponsors intendeddentify companies in the region at
all growth levels, including high growth firms, companies experiencing slower sustained growth over time, an
those firms not growing but may have the potentiagfomwthin the future The researcimcludesa secondargata
analysis and phone survegf businesses itartford and Tolland coums. This worksought to improve the
understanding of the business needs and success factors of sustainedgeonett companies within the region.
The research focused on small to medairedfirms in the regon, defined as businesses with between 5 and 500
employees This study is similar irscope and research approach as a study relbégsE®PR in April 2013
regarding growth businesses in the Pioneer Valley region of Massachusetts, whictsidalngelen, lAmpshire,

and Franklin counties.

The objectives of the sponsors are to use the research findings to support their efforts to:

1. Drive the creation and growth of businesses in the region by developing a supportive financing and busine
assistance envinment and by demonstrating/recognizing the success of existing businesses.

2. Increase and sustain job creation and retention.
3. Enhance the long term expansion and sustainability of the economic base in the region.
To support these objectives, this reseavak designed to help:

1. Identify growth oriented businesses and indastin the Capital Region as well as understand their
characteristics, determine what contrilsttetheir success, armbnsiderthe challenges and constraints to
continued growth.

2. Identify businesses that are not growiing order to assist the sponsors to better target businesses and
industry sectors with the potential to grow if constraints are addressed.

3. Identify the types of business assistance that would address growth siebdastechnical assistance,
financing optionsnavigation of theegulatoryenvironmentand businessetworking.

4. The intention is that the data gathered from the study will be used to enhance business assistance progr
in the region to best target ctgliresources to growth oriented businesssswell as foreconomic
development benchmarking and planning.

Our study focused on small to medisized businesses, in selected industries, that were open in 2007 and stil
existed in 2012. It is importamnd note that thistudy period spanned the Great Recespeniod of2007%2009.

Not unexpectedlythe number of businesses in our study that showed employment growth during the study peric
was limited. Rather, the majority of businesses demonstratecehtployment change over the study periQawr

data show that businesses in @apital Regiomemained relatively resilient during and immediately following the

1
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global economic crisis. That sattle global economic environment severely restricted/tirpotential dring the

study period. Still, over 633firms in the region had positive job growth during this challenging economic time
period Many nore had positive sales growth, providing some evidémagirms were ableto increase revenue

and praluctivity andmaintain competitivenestough remained cautious about hirimgw workers.The sponsors
proceeded with the study knowing these constraints with the intent of setting a baseline understanding from wh
to conduct further analysas the fuure.

Our analysis focuses on tN&tional Establishment Time Series (NET™a}abaséecause it offers historical firm
level data on a wide variety of business statistics over a 20 year time period.

Key Findings:

This study of business growth ihe Capital Regionwith a focus on establishment level data, provides two key
areas of understanding. First, the profile of small to medilzed businesses in the study group sheds light on the
mix of establishments by industry, growth in jobs and saled location. Second, the completion of 185 detailed
business surveys provides a rich set of business
factors, barriers to growth, and areas for business and financial assistance. tNisitleases with less thave
employees and mne than 500 employees in 20@re extuded from this analysisKey findings from this study
include:

1 Small businesses predominatg study grougn theCapital Region71 percent of firms in the studyayp
have fewer than 20 employees. Similarly, 70 percebtsinesses responding to tekephonesurveyhad
10 employees or less.

I The vast majority88 percentpf small to medium sized firms the Capital Regioexperiencedtable job
growth from 2@7 to 202, a time period in which the region saw a 4.7 percent decrease in total
establishments and 5.7 percent decrease in total employment. The large number of surviving firms tt
experienced stable or positive job growth, along with the many moheingiteased sales revenue, helps
demonstrate the resilience of the economy during the Great Recession and the dynamic nature of smal
medium-sized businesses.

1 The most notable industry in terms of employment change inCaptal Region is Manufactung.
Generally speaking, the distribution of growth firms by industry is fairly similar to the distribution of all
firms by industry. The most notable extiep to this is ManufacturingVhile the Manufacturing industry
makes up 11 percent of all firms @ur study universe, it makes up 20 percent of all growth firms and 19
percent of all fast growing firms in our study. Interestingly, Manufacturing is disproportionately
representg among declining firms as well, making 18 percent of all declining firgn

1 There is some variation and volatility within the Manufacturing industry in terms of job gr@lWghmost
notable declining manufacturing industry was paper manufacturing. While paper manufacturers make
eight percent of all manufacturing firms ithe Capital Regionthey make up 10 percent déclining
manufacturing firmsConversely, Electrical Equipment, Appliance, and Component Manufacturing is the
most notable growth subindustry within Manufacturing. Wthile subindustrynakes up seven pmmt of
all manufacturing firmsn the Capital Regionit makes up 10 percent of all growth manufacturing firms.

Interestingly, some subsectors of manufacturing show concentrations of both growth and declin
2
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Fabricated Metal Product Manufacturing (12qaemt of all manufacturing firms, 17 percent of growth
manufacturing firms, and 14 perfect of declining manufacturing firms) and Machinery Manufacturing (six
percent total, 12 percent growth firms, eight percent decline) are both overrepresented awingngio
declining manufacturing firms.

Of the fast growing firms89 percentvere small businesses with98 employees The two employment
tiers with thelargest percentagef fast growing firms were in the 11D employment size range a 3
percentfollowed by the 2849 employment size range with ercent of all fast growing firms

Small businesses in the region hold the key to firm growth and dedlirtee Capital Regiarnthere is a
higher concentration of growth firms with-1®, 2049, and 5-99 employees than the overall universe of
businesses. Conversely, firms witd 159, and 1619 employees make up the bulk of declining firms.

More sales growth than job growth was experienced during the study period. More sales growth
estimaed for the future The historical data on job and sales growth, along with business estimates of
higher sales growth than job growth in the coming years, provides evidence of businesses expandi
revenue while holding the number of employees constans.i§ h sign of productivity increases and more
cautious hiring plans. While only six percent of study firms experienced job growth during the study perioc
nearly 40 percent experienced sales growthappears it took moderate to fast sales growttb(percent

and higher) beforérms wouldhire duringthe studyperiod. In the survey, 34 percent of firms expected to
increase employment in the next three years, while 67 percent expected sales to grow over the same t
period.

Forty-four percent ofirms surveyed have brought innovative new products or services to the market in the
last three yearsFourteerpercent felt innovation was a central component to their business model.

The primary market for surveyed businesseSdanecticutand the Mrtheast. Over hdf of all surveyed
firms indicated their primary market was loc&ohnecticuiCapital Regioh and 25percent of firms
indicated their primary market was regional (Northeast).

Fifty-four percent ofsurveyedbusinesses thought tiapitalRegionwas a good or excellent location for
their business to succeedith 42 percent of responding businessem di cat i ng figoodo,
percent indicating it was an fiexcellento | ocat

Eighty-six percent of surveyed firms are asiy trying to grow their businessMost of this group (66
percent) would do so as market conditions allowed. The remaining 19 percent are anticipating fast grow

The Capi tskilledwoekipriceasadkey to making or breaking a busingspercent of firms (and

60 percent of growing firms) named the availability of a skilled workforce as a major contributor to their
success, while@percent of firms (an87 percent of growing firms) cited the lack of availability of skilled
workers as a njar barrier to success.

|
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1

The top five majorsuccess factorgited by businesses surveyed wenganagement and leadership
capabilities, market demand for products and services, availability of skilled workers, strength of educatic
and workforce developmesystem, and government policies. The top three factors for growing firms were
market demand for products and services, management and leadership capabilities, and availability
skilled workers.

The top five majobarriers to successited by busineses surveyed werthe cost of doing business (labor,
real estate, taxes, energy, etc.), availability of skilled workers, market demand, permitting/regulations, at
cash flow management.

Health care costs and taxes are the biggest cost concerns foisbesifi@vo-thirds of firmsresponded

that the cost of doing business was a major ba
probl emohr 6&é xpgsrcent of such firms cited taxes
was energy costs, but only 41 percent of firms

When thinking of worker quality, middiskill and technical candidates were the largest concern of survey
respondents Sixty-eight percent of surveyed firms that identifibe@ availability of skilled workers as a
barrier to business successsponded that the lack of trained middlal and technical candidates was at
least a somewhat relevant concern. Comparatively, only 49 percent of businesses felt the same way at
college level candidates.

Cash flow management, obtaining financing, and the need for new equipment, technology, process,
efficiencyare all midlevel barriers to success for all firms, and for all growing firMlese issues provide
some evidencef the need for financing assistance by regional firms.

Growing firms expressecbncernover the availability of space for facility expansiofwenty percent of
growing firms surveyed said the availability of space was a major barrier to success gechtofast eight
percent of all firms surveyed.

Nearly twothirds of surveyed businesses tried to access financing or credit in the lastited? percent
getting needed financing and 23 percent not being able to get needed financing. Interestiyngo
percent of surveyed firms expect to need financing in the next year.

The top five needs for business assistame®mng survey respondents wesgcial media and website
optimization, advertising and marketing, networking with other businebseis@ best practices, market
and customer research, agmployee recruitment and training.

Firms that anticipate needing financing in the next three vears primarily plan to use it taspurela
equipment or technology

|
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Methodology

EPPRundertook tis study of business growth the Capital Regiorusinga variety of methods. Usingoprietary
time-series establishment level détam the National Establishment Time Series (NETS) databesevere able

to examine and categorize business grawnttine regionbetween 2007 and 2012 he establishment data is used
to develop a detailed profile of small to medigimed businesses across the regi@rtelephone survey waken
conducted tmbtainup-to-date data on many of these firms and get their petispeonsuccess factorshallenges
and opportunities for growth te Capital Region The methodology left open the opportunity for the sponsors to
conduct more detailed ofm@rone or focus group interviews at a later date to gather additional informfiedm
targeted businesses by growth category or industry seberfollowing section gives more detail on the methods
used to produce the studyds findings.

Defining the Study Group

This study applies a similar framework and rationale as a previods ieleased by EPPR (April 2013) regarding
the Pioneer Valley region of Massachusetts, consisting of Hampden, Hampshire, and Franklin cbuthies.
current studyEPPR worked closely with the study sponsomdeaeelop a framework faroncentratingpur analysis

of Hartford and Tolland county businesses. e Btudy framework focused drusiness size and key industrial
sectordhat study sponsors felt they were most ypelised to reach out to with service offerings. These parameters
were used teompile alist of businesss for the region out of tiéETS database. The NETS data list wasd to

both analyze the key claateristics of local businesses, as well as serve @m#iefor sampling for the telephone
survey.

The analysis focuses on thegth of businessds the regiorbetween 2007 and 201the latest year available in
NETSdataset.In consultation with the study sponsors, EPPR developed a framework for identifying relevant firm:s
for this study and creating a set of growth tiers basedroployment growth rates. The following criteria were
used for the analysis:

1 Businesss geographically located the Hartford andTolland counties.

1 Businesses with employment in 200&8tween 5 and 500 employees arat temained in existence in 2012

1 The study focused primarily on fprofit businesses considered to be in the growth stage of the business
cycle These are businesdbat would most likely benefit from small business assistance services.

1 The study focused primarily on private fanofit commercialentities Large norprofit institutions, public
entities, and social services were excluded from the analysisome cases, only portions of larger
industries were excluded from the study group, such as in educational services (NAHDE Bealth care
and social assistance (NAICS 6820 as not to exclude farofit commercial entities

Tablel shows the number of NETS records corresponding with the filters and exclusions used to compile the fin
study group. Table @utlines thendustries that were eliminated from the study group

UMass Donahue Institute
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Table 1:Hartford and Tolland Counties, ConnecticuParameters Used to Define Study GroopFirms

Study Group Parameters Number of Firms
NETS firms open in study year, with employment figurgsdss previous 48,641
NETS firms with less than 5 employees in base year excluded 35,452
NETS firms with 500 or greater employees in base year excluded 110

NETS firms excluded by selected NAICS code 2,325

Total firms included in Study Group, after filte and exclusions 10,754

SourcelUMDI in consultation with study sponsoigational Establishment Time Series (NETS) Database, Walls & Associates

Table2: NAICS exclusiornsf Study Group Firmby IndustrySector

Description of Selected

Removed NAIC

NAICS Industry Stars ) 2012 NAICS Definitions:
. Sectors:
Excluded:
All Utilities 22 Utilities
All Real Estate 531 Real Estate
Partial Removal of 6111 Elementary and Secondargi®ols
Educational Services (NAI 6112 Junior Colleges
61) (Kept specialized
professional training 6113 Colleges, Universities and Professional Schools
programs)
62141 Family Planning Centers
62142 Oupatient Mental Health and Substance Abuse Centers
_ 621991 Blood and Organ Banks
Partial Removal of Health 622 Hospital
Care & Social Assistance OSP' as_ i
(NAICS 62) (Kept daycare 6232 Residential Mental Rep'?\r_datlon, Mental Health and
providers, nursing homes Supgtance Abuse EaC|I|t|e§
and private medical offices 6241 Individual and Family Services
6242 Community Food and Housingher Emergency and Relief
Services
6243 Vocational Rehabilitation Services
AI.I Rellglous, _Grantmaklng Religious, Grantmaking, Civic, Professional and Similar
Civic, Professional and 813 L
. o Organizations
Similar Organizations
All Private Households 814 Private Households
All Public Administration 92 Public Administration
All Postal Service 491110 Postal Service
All Libraries and Archives 51912 Libraries and Archives

SourceUUMDI in consultation witlstudy sponsorsU.S. Census Bureau North Americatustry Classification System (NAICS)
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Identifying Employment Growth Tiers
Records from the NETS data were used to dte?0&2Thei ne

data were then sorted into five tiers along ranges of growth rategasnto the study sponsors. Data on business
sales was also analyzed along these same breakdowns. These growth tiers are defined as follows:

Table3: Growth Tiers for Analysisf Study Firms

Employment Rate of Employment
Growth Tier Growth

Fast 50% andyreater

Moderate 25% to > 50%

Slow > 0% to < 25%

Stable 0%

Decline Less than 0%

SourceUMDI in consultation witlstudy sponsors

Data Limitations

The NETS data set used in thtadyprovides timeseries firmlevel data for a given region on a vayief business
statistics. The data set is released with a two year smghe most recently available data at the time of the study
werefrom 2012. In some caseshe contact information for companiwasout-of-date. TheNETS data set, based

on the Dum & Bradstreet business sefy also has some limitationé/hile Walls & Associates (authors of the
NETS data set) do their own work to impute missing values for employment and sales information for eac
company, not every company completes each questitresurvey Therefore some of the variables have less
complete coverage thamthers. These variablesb(sinesslegal status, women or minority owned business,
export/import status, etc.) are included only in Appendix A of this report, as the infanrttaip offer is limited

due to their sparse coverage across companies.

The NETS data cannot be directly compared to other publicly available datasets of establishments based
government surveys or administrative records (i.e288), since the methaaf gatrering the information differs.
Therefore, these data should not be directly compared to other public measures of employment or establishm
in Hartford or Tolland counties.

The population of firms withitdartford and Tolland countiassed for lis surveywasapproximately 11,000As

noted previously, this is a subset of the larger population of firms in the NETS dhtdseéere open in the base
year of 2007 and remained in existence in 2@1ds¢ to 49,000 Results generated lilge 185conmpleted business
surveys do not allow fatatisticaly-supportedstatementsicross specific categories of firmghe informatiorcan

be used to describe hasurveyedcompaniegesponded acrossriousstudy categories The datahusprovides
overall indcations of the relative perceptions of barriers succes$actors among survey respondents, as well as
their expectations about growth, their interest in business assistance services, and their experiences with financ
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Developing and Implementing the Survey Instrument

EPPR worked closely with the study sponsors to develop questions that would lead to the collection of informati
to help informworkforcetraining, financirg, business planning, and access toketa and supplieiig the Capital
Region The instrument was designed to be administered by phone, and as such had to be limited in length.
professional survey firm was contracted to administer the survey. EPPR provided the survey firm with tt
instrument and a list of businesses (firm naané contact informatignto use in sampling. The sample was
randomly generated within certain priority aredsrst, growth firmsvere oversampled in order to capture more
information about these types of business&tsble businesses still remained targest surveyed grougsecond,
EPPRandstudy sponsors idenigfd core industries to oversample (such as manufacturing and health care) versu
secondary industries (such as retail and constructidiie survey was administeréétweenSeptembeR6" and
October 14, 2014 Overi,250calls were madby the suvey firm yielding 185completed phone surveys

The instrumenfsee Appendix Byonsistedf 18 questionsovering general business characteristics (employment,
sales, market, etcandfactors contributing to the success of the business, barriers to gtoaitimg prajyrams of
interest, and financing.

Survey Analysis

The survey datavereanalyzed for descriptivi@formationacross all questior(see Analysis and Results). In some
instance, survey responsewere cros$abulatedwith NETS data to give additional information about the
respondents.

Additional detail from the survey can be found in Appendix C
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Analysis and Results: NETS Data

Overview

As described above, this research cstiesi of two primary activities: 1gn analysis of a proprietary, secondary
business establishment database with historical frdodmationon firms inHartford and Tolland countigshe
ANETS datao) ; a ation aRd) analysiseof survepblasednoe the initial business establishment
analysis. The following section focuses on the analysis of study firms using the NETS data. See Methodology f
more detail on thetudymethods, data, and survey design used to produce the following findings.

NETS Data Analysis

Profile of Hartford and Tolland Counties, Connecticut - Study Group Businesses

The following section bréa down the characteristics of firmsinourstgdh er eaf t er referred
by employmensize,county,employmengrowth tier,sales growth tiemnd industrysector

Study Firms by Size

Using the NETS data, the analysis of study firms suggests that the vast majority of businesses in our study gr
are small, with less than 50 employees. About 90 percent of allimchemployment under 49 and nearly half of
those firms employed betweéive andnineworkers. Approximately 10 percent of the universe of firms had more
than 50 employees, and omgepercent of firms employed more than 250 workers.

Figure 1 Percent Total StudyFirms byEmploymentSize Hartford and Tolland Countie012
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Source: National Establishment Time Series (NETS) Database, Walls & Associates
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Figure 2: Map of Study Firms by Employment Size in Hartford and Tolland Counties, 2012
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Study Firms by County
Unsurprisingly Hartford Countyis home to thenajority of study firms.Over 90 pecentof firms in the study group
are located imdartford County Less than 10 percent are located in Tolland County.

Figure 3 Number of StudyFirms by Count

O Hartford

m Tolland

90.4%

Source: National Establishment Time Series (NETS) Database, Walls & Associates

Study Firms by Growth Tier

Table 4 shows theverwhelming majority of study firms, 88 percent, had stable employment between 2007 anc
2012(defined as zero percent job change repgrtéghproximatelyonein sevenfirms experienced employment
declines; meanwhile, alost the same proportion of study fer{sixpercent)grew over thestudyperiod. Ofthis

group, onlythreepercent (305 i r ms) wer e ¢ o0 n s,iordfiems exgerighding ph grogth of B@ r s
percent or greater during the study period.

Therecesgnthat occurrediuringthe first yeas of the studyperiod @amost certainly lowered thital number of
overall firms, as well agrowth firms if compared to other time periadfor example, according to data from the
U.S. Census Bur e#®attérss, the totaimtbgr of Bstablishments in Hartford County decreased
by nearly fivepercent from 2007 to 201@ver the same time period, ttatal number of establishments in Tolland
County decreased lover severpercent.Comparatively, the numberf Connecticut firmglecrease six percent
from 2007 to 2012

12007 and 2012 County Business Patteth§. Census Bureahttp://www.census.gov/econ/cbp/
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Table 4 StudyFirms inthe Hartford and Tolland Countieby Employment Growth Tier, 2002012
Total Hartford and

Employment Growth Tier Tolland Counties Percent
Fast 305 3%
Moderate 148 1%
Slow 180 2%
Stable 9,422 88%
Decline 699 7%
Total 10,754 100%

Source: National Establishment Time Series (NETS) Database, Walls & Asstidiatesnalysis

Study Firms by Size and Growth Tier
Table 5shows the distribution of growth tiers bgtablishmenemploymensize. Each of the columns in the table
equals 100 percent. Meaning, each column is the percentage distribution of all fast growing firms by size, moder
growing firms by size, and so on. A good way of examining this tahitelmok at the percent of total firms by
establishment size (the column to the far righitthe employment growth tiers were evenly distributed among the
empl oyment
each growth tierFor example, approximately 27 percent of all firms are betwed® Hinployees. When looking
at the percentage of growth firms for businesses 1Gith9 employees, argeviation from 27 percent would show

a relative conentration or lack of concentration thfose firmsn the respective growth tiers

Ssi ze

ranges,

t hen

t he

per centbethesmefa u

Thinking of fast growing firms, there appears to be a significant concentration of firmsOaith dmploges (36
percent) an@0-49 employees (31 percent). These firnakenup approximately 45 percent of all firms in our study
group, but nearly 67 percent of all fast growing firms. We also see high concentrations of firms4@tark050

99 employees in both the moderate and slow growth categories. Together, thesedke up 25 percent of all
study firms, but 48 percent of all modergtewthand nearly 40 percent of all slow gritvfirms. We see relative
concentration of stable growth firms among companies wihedployees. There isa high concentration of
decining firms among businesses wititEmployees. It should be noted that based on our study focus, companies
with 1-4 employees can only land in the declining class, as a business only manitéatrstudy group by having

at least five employees in 200That said, these data show that most of the employment movement, whether it b
fast, stable, or slow is happening among the small companies (less than #@0Ciapital Regionespecially
among those with less than 50 employees.

Table5: Percentof StudyFirms by Size and Employment Growth Ti2§07-2012

Employment Employment Growth Tier

Size Range Fast Moderate  Slow Stable Decline Total
1-4* 0.0% 0.0% 0.0% 0.0%| 30.2% 2.0%
5-9 9.8% 18.9%| 27.2%| 45.1%| 24.3%| 42.0%
10-19 35.7% 25.7%| 23.9%| 27.0%| 20.3%| 26.8%
20-49 30.8% 33.8%| 30.6%| 17.6%| 16.5%| 18.3%
50-99 12.1% 14.2% 8.9% 6.0% 5.4% 6.3%
100-249 9.5% 5.4% 7.8% 3.4% 2.6% 3.6%
250+ 2.0% 2.0% 1.7% 0.9% 0.7% 0.9%
Total 100% 100%| 100%| 100%| 100%| 100%

Source: National Establishment Time Series (NBatabase, Walls & AssocigtésviDI Analysis
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Study Firms by County and Growth Tier
Table 6 below showse growth tier breakdown across countigs¢artford and Tolland counties show the same

basic breakdown of businesses by growth tiéolland County fas a slightly lowepercentage of fast growers (2
percent) tharHartford County, and a slightly higingoercentage of stable firms (§@rcent). All observations by
county, though, were within one percentage point of the regional averages.

Table6: Percern of StudyFirms by County and Employment Growth Ti@Q072012

Employment County

Growth Tier Hartford Tolland
Fast 3% 2%
Moderate 1% 1%
Slow 2% 1%
Stable 87% 89%
Decline 6% 7%
Total 100% 100%

Source: National Establishment Time Series (NET8hd&3a, Walls & AssociatddMDI Analysis

Study Firms by Employment and Sales Growth

Table7 belowexaminagrowth in sales along the same tiers as employment gravidimy more firms experienced
sales growth or declinthan employment growth or declineFor example, while only 633 firms reported
employment growth over the study period, 4,280 experieseégs growth Similarly, while only 699 firms
reported employment declines, 4,338 experiersadesdecreases over the study peridébcuses on compass
that experienced both employment and sales growth during the study ftesipdearghat companies need to
experiencemoderateo-fast sales growth (250 percent and higher) befoexpanding its workforce.Some 65
percent of growth firms were compas thatexperiened either moderate or fast sales growilvhile 40percent
of firms had sales growth over the peritels than §ercent had employment growth atZall.

Table7: Numberof StudyFirms byEmployment andSales Growth Tiers iRlartford and Tolland Counties, 2002012

Number of Firms by Sales

Fast \ Moderate Slow Stable Decline
Fast 229 32 13 8 23 305
Moderate 37 60 27 8 16 148
Slow 26 28 77 4 45 180

Stable 631 408 2,625 2,086 3,672 9,422
Decline 32 13 42 30 582 699

Total 955 541 2,784 2,136 4,338 10,754
Source: National Establishment Time Series (NETS) Database, Walls & Asstidiatesnalysis

Total

Growth Tier

Employment

Number of Firms by

Also, as wesee in Table 7, most of the sales growth fi{@s percentwere in theslow growth categgr (sales
increases of 25 percent or lesd} is possible that many of teefirms did not grow enough to justify adding

2t is worth emphasizing that in the NETS data changes in employment by firm are mainly based on responsesto®uh&B8r eet 6 s
survey. Given the large number that reported the exact same number of employees in both 2007 and 2012, it is quhatEmssbErms

that reported the same employment in each year may have actually had a very small chapigemegin
13
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empl oyment . This data also supports the notiton o
decreaseosts per unit produced. See Appendix A for more detail on firms by sales growth and employment growt

Industrial Mix of Connecticut Knowledge Corridor Study Group Businesses

The following section offers more detail about the industrial mtk@firms in the study groupAgain, our analysis
focusedon businessewith 5-t0-500 employees andaslimited primarily to pivate sector, for profifirms.

Study Firms by Industry and Employment Growth Tier

Figure 4 below focuses on major industret®rs® As the graphic shows, almostjaarterof the firms in thestudy
universefall into the Trade, Transportation and Utilities sect®ach of the othemajor sectordas a sizeable
presence in the region apart from Natural Resources and Miningfanch&tion, which are largely absent.

Figure4: Percent ofStudyFirms by Industry Supersector
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Source: National Estéihment Time Series (NETS) Database, Walls & Assotid&d Analysis

As we seen in Table 8 belowpree industries ardisproportiomtelyr e pr esent ed i n t he A
suggesting that firms in these sectors may have been more dynamic stadyiperiod Fur t her anal vy
growingo firms reveals higher studpupiverd inthe fokowirgmajor h o s
industrial sectorsManufacturing (19ercent of all fast growens 11 percent in thestudyuniverse as a wholg
Information (fourpercent of all fast growers v. tweereent in the universe as a whole). Conversely, Leisure and
Hospitality had a low concentration of fast growing firms (six percent of all fast growers v. 11 percent of all study
firms).

3 This analysis is athe Supersector level.Supersectors ar@e Ldigit version of theNorth American Industrial Classification (NAICS)
industrycodes. In other places in this study we will analyzaligit and 3digit NAICS classifications More informationabout NAICS
Supersectorsan be found at http://www.bls.gov/ces/cessuper.htm.
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Table8: Fast Grower Study Firntsy Industry Supersecto€ompared to TotaStudyFirms

Industry Supersector

Fast Growth Firms

Number of
Firms

Total Firns

Percent of Number of

Firms

Percent of

Natural Resources and Mining 3 1% 70 1%
Construction 25 8% 966 9%
Manufacturing 57 19% 1,146 11%
Trade, Transportation and Utilities 72 24% 2,557 24%
Information 12 4% 191 2%
Finartial Activities 19 6% 794 7%
Professional and Business Services 48 16% 1,776 17%
Education and Health Services 39 13% 1,399 13%
Leisure and Hospitality 18 6% 1,176 11%
Other Services 12 4% 679 6%
Total 305 100% 10,754 100%

Source: National Estalti;ment Time Series (NETS) Database, Walls & AssodiiEd Analysis

Table 9 compares fast growth firm against all growth firms across major industrial sectors. In general, we see t
the distribution of all growth firms by industry is essentially thme as fast growth firms.

Table 9: Fast Grower Study Firntsy SupersectoCompared to All GrowttstudyFirms

Fast Growth Firms Total Growing Firms

Industry Supersector Percent of

Total

Number
of Firms

Percent of
Total

Number of
Firms

Natural Resoumres and Mining 3 1% 5 1%
Construction 25 8% 52 8%
Manufacturing 57 19% 128 20%
Trade, Transportation and Utilities 72 24% 143 23%
Information 12 4% 17 3%
Financial Activities 19 6% 35 6%
Professional and Business Services 48 16% 115 18%
Education andHealth Services 39 13% 71 11%
Leisure and Hospitality 18 6% 40 6%
Other Services 12 4% 27 4%
Total 305 100% 633 100%

Source: National Establishment Time Series (NETS) Database, Walls & Asstidiatesnalysis

Note: Includes all fast, moderate, astbw growth firms.

Compared to other fAgazelled studies that focus on

in learning about not only fast growing firms, but also firms that may have the potential tangtteevcoming

years. This includes firms growing at a moderate or slow pace, as well as stableujrites50%growth over the

study periogl Stable firms comprise the great majpf firms in the study groupThe fact thaalmost90 percent

of firms in the study group llanochange in employment between 2007 and 2012 could indicate that firms during
15
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the recession were resilient: while not adding jobsy twere also trying hard &void layoffs? Table 10 below
shows a lack of major industrial sector concentration anstaigle firms. The only noteworthy sector may be
Manufacturing, as only nine percent of stable firms are in Manufacturing, compared to 11 percent overall. As v
will discuss in the next section, this is related to the fact that Manufacturing has cdimenémaong both growing

and declining firms.

Tablel0: StableStudyFirms by Supersector

Stable Growth Firms

Total Firms

Industry Supersector Number of Percent of Number  Percent of
Firms of Firms

Natural Resources and Mining 58 1% 70 1%
Construction 832 9% 966 9%
Manufacturing 893 9% 1146 11%
Trade, Transportation and Utilities 2248 24% 2557 24%
Information 162 2% 191 2%
Financial Activities 698 7% 794 7%
Professional and Business Services 1544 16% 1776 17%
Education and HealtheBrices 1280 14% 1399 13%
Leisure and Hospitality 1090 12% 1176 11%
Other Services 617 7% 679 6%
Total 9,422 100% 10,754 100%

Source: National Establishment Time Series (NETS) Database, Walls & Asstididtesnalysis

Table 11 below looks at dexing firms by major industrial sector. The most notable trend in these data is the fact
that Manufacturing firms are overepresented compared to their representation in the study group overall; 18
percent of the declining firms@amanufacturers comparem11percent ofall study firms

4The NETS dataset cautions that employment movements in the Dun & Bradstreet data (which the NETS data is based ohjggisimore s
than other public meases of employment, like the quarterly Bureau of Labor Statistics data. For instance, a firm with 4 employees will
report A4 employeesd even if a worker just | eft i festoheynmyar @ f
decide that the additional position is permanent . efoNE&wSeajs,0ob s
then a move from 5 to 10 or from 10 to 5). For more informationUederstanding NETS DatdValls & Associaes, p. 4.
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Tablell: DecliningStudyFirmsby Supersector

De e ota
- PETSELE0 per o Percent o pe Percent o
Old O Old
Construction 82 12% 966 9%
Manufacturing 125 18% 1,146 11%
Trade, Transportation and Utilities 166 24% 2,557 24%
Information 12 2% 191 2%
Financial Activities 61 9% 794 7%
Professional and Business Services 117 17% 1,776 17%
Education and Health Services 48 7% 1,399 13%
Leisure and Hospit#yi 46 7% 1,176 11%
Other Services 35 5% 679 6%
Total 699 100% 10,754 100%

Source: National Establishment Time Series (NETS) Database, Walls & Asstidiatesnalysis

The fact that manufacturers stamgt as both growers and decliners suggests rttatufacturingis a highly
competitive and dynamic industry in the regiwith local firms competing with national and global manufacturers

A closer look at growing and declining firms in manufacturing show some interesting trends. The most notab
decining manufacturing industry was papermaéacturing. Wiile paper manufactersmake up eight percent of

all manufacturing firms inthe Capital Regionthey make up 10 percent of declining manufactufings.
Conversely, Electrical Equipment, Appliancand Component Manufacturing is the most notable growth
sukindustry within Manufacturing. While Electrical Equipment, Appliance, and Component Manufacturing makes
up seven percent of all manufacturing firms, it makes up 10 percent of all growth mairndadiums.
Interestingly, some subsectors of manufacturing show concentrations of both growth and Hablilwated Metal
Product Manufacturing (12 percent of all manufacturing firms, 17 percent of growth manufacturing firms, and 1
perfect of declinig manufacturing firms) and Machinery Manufacturing (six percent total, 12 percent growth firms,
eight percent decline) are both overrepresented among growth and declinufgehaing firms.That said, both

tend to show a higher concentration in the glofirm category. These data suggest some level of volatility in
these particular industries.

Significant Growing Subsectors Among Study Firms

Next, focusing or8-digit NAICS industries with at leagt5 total firms in the study group, we see soaagiional
insightsinto the detailed growth sectors. Table 12 below displays the toglifit NAICS sectors in terms dhe
total number of establishmentgith detaik on how many firms were growing, stable or declinegweer2007 to
2012.
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Table 12 Study Firms by -®igit NAICS: Top 15 Industries by Total Number of Establishments

NAICS 3
Digit NAICS Description Fast Moderate Slow  Stable Decline Total

- Total Firms in Study 305 148 180 9,422 699 10,754

Professional, Scientific, and

541 Techncal Services 30 23 28 1,052 84 1,217

621 Ambulatory Health Care Service 18 12 10 931 29 1,000

722 Food Services and Drinking Plag 13 8 6 793 28 848
Heavy and Civil Engineering

238 Construction 16 8 9 513 45 591

423 Miscellaneous Manufacturing 19 8 15 459 54 555
Administrative and Support

561 Services 11 7 5 435 28 486

811 Repair and Maintenance 10 5 3 306 24 348

812 Personal and Laundry Services 2 4 3 308 11 328

332 Primary Metal Manufacturing 13 5 13 262 34 327
Insurance Carriers and Reldte

524 | Activities 9 4 0 265 20 298
Credit Intermediation and

522 Related Activities 8 2 5 247 19 281

236 Mining (except Oil and Gas) 7 3 6 219 28 263
Building Material and Garden

445 Equipment and Supplies Dealer 13 4 3 198 11 229
Merchant Wholesalers,

441 Nondurable Goods 2 3 2 208 6 221

448 Gasoline Stations 3 3 2 179 15 202

Source: National Establishment Time Series (NETS) Database, Walls & Asstidiatesnalysis

Table 13 ranks the top 15d3git sectors in terms of the percentage of fast grodimgs. Not surprisingly, some
subsectors in the region have mm#al growth firms andast growing firms than the regional averdgie percent
and three percent, respectivelyDf these sectorspecialized types afanufacturingretail, education, acial
assistance, and waste managenastablishments the region all have greater shares of fast growing fthras

the overall study groupAdditionally, when looking at all growing firms, these sectors have much larger shares of

growing firmsthan tre study group overall Complete information by-8igit NAICS industriexan be found in

Appendix A.
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Tablel3: Fast Growingemploymentby 3-Digit NAICSTop 15 Industries byPercent Fast Growth

Number Percent Number Percent

Fast Fast All All
NAICS 3 Growing Growing  Growing  Growing
Digit NAICS Description Firms Firms Firms Firms
- Total All Industries 305 3% 633 6%

562 Waste Management and Remediation Servi 6 10% 10 16%

Electrical Equipment, Appliance, and
336 Component Manufacturing 7 9% 13 16%
511 Warehousing and Storage 5 8% 7 11%
451 Clothing and Clothing Accessories Stores 7 8% 10 11%
611 Educational Services 7 7% 9 9%
333 Fabricated Metal Product Manufacturing 9 7% 22 16%
326 Chemical Manufacturing 3 7% 4 9%
517 Broadcasting (except latnet) 3 6% 5 11%
624 Social Assistance 12 6% 15 8%
339 Furniture and Related Product Manufacturin 4 6% 8 11%

Building Material and Garden Equipment an
445 Supplies Dealers 13 6% 20 9%

Sporting Goods, Hobby, Book, and Music
452 Stores 3 5% 5 8%
424 Merchant Wholesalers, Durable Goods 8 5% 13 8%
334 Machinery Manufacturing 3 4% 15 21%
484 Water Transportation 3 4% 4 5%

Source: National Establishment Time Series (NETS) Database, Walls & Asstidiatesnalysis

Sales Growth by Industry Among Study Firms

As noted above, more firms had sales growth than employment growth over the sameTperioahst notable
industries among sales growth were in Manufacturing. In Table 14 below, five Manufacturing subsectors are
among the top 15 subsectors intfeales growth.
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Table 14 Fast GrowindgSaleshy 3-Digit NAICS: Top 15 Industries by Percent Fast Growth

Fast Growth Firms All Growth Firms*

NAICS 3-Digit NAICS Description Number Percent Number Percent
: of Study : of Study
of Firms . of Firms .

Firms Firms

- Total Firms in Study 955 9% 4,28( 409
611 Educational Services 20 209 44 449
623 Nursing and Residential Care Facilities 18 189 74 759
334 Machinery Manufacturing 13 189 38 529
562 Waste Management and Remediation Services 11 179 25 409
624 Social Assistance 31 169 174 87Y
333 Fabricated Metal Product Manufacturing 19 149 50 369
336 Electrical Equipment, Appliance, and Component Manufacturing 11 139 33 409
451 Clothing and Clothing Accessories Stores 12 139 28 309
238 Heavy and Civil Engineering Construction 79 139 247 429
332 Primary Metal Manufacturing 42 139 164 509
713 Amusement, Gambling, and Recreation Industries 21 139 53 329
444 Electronics and Appliance Stores 14 129 28 249
339 Furniture and Related Product Manufacturing 8 119 32 469
511 Warehousing and Storage 7| 119 20 329
326 Chemical Manufacturing 5 119 20 439

Source: National Establishment Time Series (NETS) Database, Walls & Asstididtesnalysis
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Analysis and Results: Business Survey

Overview

Using a samplef firms identified from the NETS data analysiEPPR conducted phone surveys with select
businesses in th€apital Region.The following section outlines the findings fromigtbusinessurvey. See
Methodology for more detail cthe methods, data, and survey design used to produce the following findings.

Business Survey Analysis

EPPR subcontractesith a professional survedirm to conducinterviews with businessestated in Hartford and
Tolland munties. EPRR provided the sawhouse the questionnaire, sampling framework, and business contact
information. The business list and contact information weresed from theNETS analysis. Phone surveys were
conducted in lat&eptember and earlyctober 2014 The surveg were condcted with key decision makers at the
firm andfocused on growth expectations for the business, as welleas i s i 0 riewsedamlingsoékforce
training, financing, business plannjrgnd access to markets and supplieBampling preference was patal
businesses i dent iiftheNETSabsalysis.g tn additidn,othe fcliem reguested that a set of
Aiprimaryo industries be oversampled in our data ¢
Social Assistance, Professidn&cientific, and Technical Services, Manufacturing, Finance and Insurance, Arts
and Entertainment, Transportation and Warehousing, and Edwd&@mwices In total, 185businesses completed
surveys.

Profile of Survey Respondents

The following tablesshowthe basic characteristics &urveyed firms. Table 15 belowshows thathe split of
surveyed firms by county mirrors closely to the studiyerse identified in th&lETS analysis.

Table 15 Survey Respondents by County

Firms Responding to Total Study Firms

Business Survey (from NETS data)
Number Percent Number Percent
of Firms of Total of Firms @ of Total

Geography

Hartford County 165 89% 9,718 90%
Tolland County 20 11% 1,036 10%
Total 185 100% 10,754 100%

Source: UMDConnecticuBusinesSurey, 204; National Establishment Time Series (NETS) Database, Walls & Associates

Table 16below showghat firms with between-8 employees and firms with between 149 employees were
underrepresented in our surveyConverselyfirms with between 1319 employees were oveepresented in our
survey group when compared to the total study universe.

5 For sampling purposes, industry classification was based ondigit NAICS classification provided for each business in the NETS

database.
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Table 16 Survey Targets and Respondents by Employment Size

Employment Size Range

Business Survey

Firms

of Firms| of Totd

Total Study Firms

Number| Percent Number Percent

of Firms of Total

Size 250+ 2 1% 99 1%
Size 10249 2 1% 390 4%
Size 509 11 6% 681 6%
Size 2649 40 22% 1,971 18%
Size 1619 58 31% 2,880 27%
Size 59 67 36% 4,522 42%
Size 14 5 3% 211 2%
Total 185 100% | 10,754 | 100%

Source: UMDConnecticuBusinessurvey, 204; National Establishment Time Series (NETS) Database, Walls & Associates
*Note: The size range-4 is included because it represents firms that had 5 or more employees ) BGOwho had
employment declines from 200to 2012.

Since thevastmajority of businesses in the study group were stable in employment growth, growing businesse
were oversampled in order to capture more information about these types of busidessa®r, shble businesses

still remained thedrgest surveyed groustable businesses were still important for this analysis as theséhi@tms
may have the potential fgrowthin the future

Table 17 Survey Targets and Respondents by Employment Growth Rate7-2002

Busness Survey

Total Study Firms

Employment Growth Tier Firms

Number Percent Number Percent

of Firms of Total of Firms of Total
Fast 12 6% 305 3%
Moderate 12 6% 148 1%
Slow 11 6% 180 2%
Stable 139 75% 9,422 88%
Decline 11 6% 699 6%
Total 185 100% | 10,754 | 100%

Source: UMDConnecticuBusinessurvey, 204; National Establishment Time Series (NETS) Database, Walls & Associates

Table 18 below shows the breakdown of surveyed firms-tigi2 NAICS code compared to the study universe
identified in the NETS analysis. Asweeodl ear |l i er, the client requeste
oversampled in our data collection. Those primary industries included Health Care and Social Assistanc
Professional, Scientific, and Technical Services, Manufacturing, Finance saurdrine, Arts and Entertainment,
Transportation and Warehousing, and Educational Services.
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Table 18 Firms Surveyed by Industry

Business Survey

Total Study Firms

;\Ig:;ts NAICS Supersector NumbeFrlrm;ercent Number Percent
of Firms of Total of Firms of Total

11 Agriculture, Forestry, Fishing and Hunting 1 1% 64 1%
21 Mining, Quarrying, and Oil and Gas Extraction 0 0% 6 0.1%
23 Construction 13 7% 966 9%
31-33 | Manufacturing 28 15% 1146 11%
42 Wholesale Trade 13 7% 721 7%
44-45 | Retail Trade 27 15% 1,595 15%
48-49 | Transportation and Warehousing 3 2% 241 2%
51 Information 1% 191 2%
52 Finance and Insurance 16 9% 681 6%
53 Real Estate and Rental and Leasing 2 1% 113 1%
54 Professional, Scientific, and Technical Services 31 17% 1217 11%
55 Management of Companies and Enterprises 0 0% 10 0.1%
6 e o e IEEE
61 Educational Services 2 1% 101 1%
62 Health Care and Social Assistance 25 14% 1298 12%
71 Arts, Entertainmat and Recreation 3 2% 250 2%
72 Accommodation and Food Services 9 5% 926 9%
81 Other Services (except Public Administration) 3% 676 6%

- Total 185 100%| 10,751 100%

Source: UMDConnecticuBusinessSurvey, 2014National Establishment Time Ser(dETS) Database, Walls & Associates

Business Characteristics

In the beginning section of the survey, firms were asbdut their employment, expectations for the future in
terms of employment and salasijlity to innovateandtheir primarygeographianarketarea The following tables
show the survey responses to these questions in more detail.

Employment and Sales Expectations

As displayed in Figure 5, ost firms who responded to the sur@#) had betweerb and 10 employeesAn
additional 47 firmssurveyed had between 11 and 20 employees. In total, 131 firms surveyed, or 71 percent, h
20 or fewer employees.
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Figue 5 How many people do you currently employ?
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Source: UMDConnecticuBusinesSurvey, 2014

Figure 16 belovsaws the number of gatime employees at each surveyed firmioughly onethird of surveyed
firms did not have any patime employees. Conversely, tlurds of studied firms had patime employees.
Generally, firms had less than five pirhe employees. This is notrgpuising as most of the companies surveyed
were fairly small.

Figure6: Number of current employees that are pattme
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Source: UMDConnecticut Business Survey, 2014

As we see in Figure 7, Most of the surveyed firms reported not having any johggefif the firms reporting job
openings (55), most reported only one or two openings available (34).
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Figure 7How many job openings are you currently trying to fill?
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Table 19 below shows firm expedtats of employment change over the next three years. Interesuieghfew

firms (3 percent) predict employment decline in the next three years. Most commonly, businesses predict they v
stay the same (44 percent), while 34 percent of the suegpmdentspredict an increase in expected employment
growth in the next three years.

Table 19 Expected Employment Change in the Next Three Years

Business Survey
Firms

Expected Growth

Number | Percent
of Firms| of Total

Increase 62 34%
Stay the same 81 44%
Decrease 5 3%
| don't know 37 20%
Total Firms 185 100%

Source: UMDConnecticut Business Survey, 2014

Next, Table 20 examines tmimberof employees firms expected to add in the next three yddsst firms
surveyed did not expect to addy emplgees over tha@ext three years (58 percent). Twenty percesuofeyed
firms expected to add fewer than 4 employees, and 15 percent expected to add 4 to 10 employees. Three pe
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of firms surveyed expectad add 11 to 20 employees, and gagcent reponded expecting to hire 21 or more
employees$.

Table 20 Survey Question 3a: Expected Employment Growth in the Next Three Years

Business Survey

Firms
Expected Employment Growth

Number | Percent
of Firms| of Total

No growth expected 86 58%
Fewer than £mployees 29 20%
4 to 10 employees 22 15%
11 to 20 employees 5 3%
21 employees or more 2 1%
| don't know 4 3%
Total 148 100%

Source: UMDConnecticut BusinesSurvey, 204

Interestingly, Table 21 shows that many more firms expect sales growttheveext three year as compared to
employment growth Sixty-sevenpercent ofirms surveyedexpectedheir sales to growverthe next three years.
Eleven percent of firms surveyed expected to have no saleghgover the next three years. These datgest

that despite optimism around sales growth, firms may be reluctant to add to payroll in the short term. This
consistent with the employment and sales trends obsernibd earlieNETS analysis, which showed that many
more firms inHartford andTolland countiegxperienced sales growth than employment growth between the study
period of2007 and 2012.

Table 21 Sales Growth Expectations Over the Next Three Years

Business Survey Firms

Sales Growth Expectations

Number Percent of

of Firms Total
50% or more 6 3%
More than 25% but less than 50% 49 26%
Less than 25% 70 38%
| expect no sales growth 20 11%
| don't know 40 22%
Total 185 100%

Source: UMDConnecticut BusinesSurvey, 204

60Only the 148 firms that described their employment expectations in a previous survey questioimaleded in this analysis

and accompanying table. Two respondents earlier indicated they expected their firm to increase employment, but did no

ALISOATFE Yy |Y2dzyud AY UKAE ljdzSauAz2zyo ¢CK2asS Ugabov& A NXYa | |
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Innovation and Primary Market

As part of the Business Claateristics section of the survey, firms were asked if they brought innovative new
products and servicde themarkeplacein the last three yearsFirms were also asked to identify theimpary
market ares. As we see in Table 22 below, half the firms surveyed reported to having nonhovated new
products and services in the past three ye@isthe remaining firms, 30 percent suggested that they innovated
products and services to some degree in the past three years, with an additional 14epertetthat innovation

was central to their core business.

Table 22 Innovation of New Products and Servicés the Past Three Years

Business Survey
Innovation of Products and Firms

Services Number | Percent

of Firms of Total

Central to business 26 14%
To some degree 56 30%
No 92 50%
Unsure 11 6%
Total 185 100%

Source: UMDConnecticuBusinessSurvey, 204

Table 23 below shows that lgtle over half of the firmssurveyedindicated their primary market was local
(Connecticut/Metro Hartford) A quarter of firmgndicatedtheir primary market was regional (Northeast). Eleven
percent of firmgrimarily sell to international markets.

Table 23/ 2 Y LJI Rrim&@AMarket Area

Business Survey Firms

Market Area
Number of Percent of
Firms Total
Loal (Connecticut/Metro Hartford) 96 52%
Regional (Northeast) 47 25%
National 22 12%
International 20 11%
Total 185 100%

Source: UMDConnecticuBusinesSurvey, 204

In terms of purchasing from Connecticadised suppliers and vendors, Table 24 shitvas 32 percent of the
surveyed firms purchased less than 25 percent of their goods and services locally. Approximately 20 percent
firms indicated purchasing between 25 and 50 percent and 50 and 75 percent of goods and services, respecti
from Comecticut firms. Twentnine percent of respondents indicated more than 75 percent of goods and service
are purchased from Connecticut businesses.
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Table 24: Percentage of goods and services purchased from Connecticut businesses

Business Survey

Connecticut Suppliers and Firms
Vendors Number Percent
of Firms| of Total
Less than 25% 59 32%
Between 25% and 50% 37 20%
Just over 50% to 75% 35 19%
More than 75 53 29%
Did not respond 1 1%
Total 185( 100%

Source: UMDConnecticut BusinesSurvey, 204

Business Climate and Business Assistance in the Capital Region

The following section of the survey focused on asking firms about the factors that conttdotedindered
business succesheir interest in certain business assistance programs, anedpeiirence with financing.

Success Factors and Barriers to Business Growth

Table B shows that 5¢ercent of responding business thought the Metro Hartford area was either an excellent (1
percent) or god (42 percent) location for their business tocged. Thirtytwo percenof respondents thought the
region was a fair location for success of their business, and 14 percent thought the Metro Hartford region is a p
location for business success.

Table B: Metro Hartford Region as a Good Location Succeed

Business Survey

Metro Hartford Area as a Firms
Location for Success Number | Percent
of Firms of Total
Excellent 23 12%
Good 78 42%
Fair 59 32%
Poor 25 14%
| don't know 0 0%
Total 185 100%

Source: UMDConnecticut BusinesSurvey, 204

Tale 27 below displays survey responses to a series of factors that could contribute to business success. Fi
were asked whether each of the factors was a major, minor, or not a factor contributing to business swecess.
table shows respages for bothall surveyed fiirmsas wel | as surveyed firms t
businesses in the NETS analysAmong all firms, the mostdentified major factor for success wamnagement
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andleadershipcapability(57 percent)followed bymarket demanébr products and servic€S6 percent)andthe
availability of skilled workerg51 percent).These three factors were the most important for growth firms as well.
For growth firmsmarket demand and serviosas identified as the most important factoibusiness success (69
percent), followed by management and leadership capability (63 percent) and availability of skilled workers (€
percent) . I nterestingly, a higher percentage of
contributor towards business success than the full universe of surveyed firms. The sole exceptionas this w
government policies, where 3rcent of all businesses ranked this a major faotbusiness success, compared

to 34 percent of growth firms.

Tabe27Y CI OG2NB /2y (NARodziAy3 (2 .dzarySaa {d00Saas whkylSR

Total Growing Firms

Business Survey Firms

in Survey
Success Factor Not a
Major  Minor Major Minor
Factor
Management and Leadership Capability 57% 23% 20% 63% 20%
Market Demand foProducts or Services 56% 28% 17% 69% 17%
Avalilability of Skilled Workers 51% 26% 23% 60% 20%
Strength of Education and Workforce Development 38% 320 29% 46% 31%
System
Government Policies 38% 34% 28% 34% 43%
Access to Suppliers and Vendors 32% 33% 35% 43% 26%
Innovation, Product and/or Technology Improvemer  30% 36% 34% 37% 29%
Access to Financing 25% 30% 44% 34% 31%
Access to Research and Development Collaboratio| 14% 31% 55% 17% 37%

Source: UMDConnecticut Businesurvey, 204; National Estalishment Time Series (NETS) Database, Walls & Associates
2012.

* Note: Includesnly the 35firms surveyed that wereategorizedasfast, moderate or slow growthbusinessei the NETS
analysis

Thinking next of barriers to business growth, firms wasked whether each of the factors was a major, minor, or
not a barrier to business growth. Table 28 below shows respwirtsest h al | sur veyed firn
businesse&entifiedin the NETS analysisCost of doing business and the availéypiof skilled workers were
ranked as the top two barriers to business growth by both all firms and growth firms in our survey. As we see
Table 29, 6the respondents that indicated business cost as a hargeswth 67 percent indicated health care
costs where a big problerio/lowed bytaxes(63 percent) and energy costs (41 percent).

Interestingly, though not surprising, growth firms were less likely to identify market demand as a major barrier t
business growth (20 percent for growth firms pamed to 31 percent for all firms). Rather, growth firms were
more likely to see thavailability of space for facility expansion as a major barrier to growth than all firms in the
survey (20 percent v. eight percent, respectively).
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Table 28BarrieNBE (2 . dziAySaad DNRSGK wlky]1SR o0& dal 22NE . I NNXSNJ

Total Growing
Firms in Survey

Business Survey Firms

Barriers to Growth
Not a

Major Minor Barrier Major Minor
Cost of Doing Business 55% 18% 27% 51% 17%
Availability of Skilled Workers 36% 26% 38% 37% 20%
Market Demand 31% 29% 39% 20% 34%
Permitting/Regulations 25% 33% 42% 20% 23%
Cash Flow Management 21% 36% 44% 20% 26%
Obtaining Financing 15% 30% 56% 14% 37%

Need for New Equipment,

o) [0) 0 ) 0
Technology, Process, or Efficien( 12% 36% 52% 11% 31%

Avalilabilityof Space for Facility
Expansion

Access to Suppliers and Vendors 8% 25% 66% 9% 20%

Source: UMDConnecticuBusinessSurvey, 204
* Note: Includesonly the 35firms surveyed that wereategorizedasfast, moderate or slow growth busiasses in the NETS
analysis.

8% 29% 63% 20% 20%

Table 29 Detailed costs as barriers to business growth, for those businesses responding that business costs are a barrier

Firms IdentifyingBusiness

Business Costs Detail, Where a Costs a a GrowthBarrier
Barrier A Big A Minor Not a
Problem Problem Problem
Health Care Costs 67% 22% 10%
Taxes 63% 29% 8%
Energy Costs 41% 41% 18%
Labor Costs 26% 52% 22%
Real Estate 19% 37% 44%

Source: UMDConnecticuBusinessSurvey, 204
Note: This includes only the 13Bmsrespondngthat business costs were a barrier.

Table 30 belovexaminesvorker qualityissues Respondents that indicatéuhat the availability ogkilled workers

is a barrier to growttvere asked how relevafuery, somewhat, or not all al)list of concerns aboworker quality

is to their issues in finding a skilled workforce. Overa0, percent indicate weak candidasssavery relevant

issue When probed about the level of skills ne2@ percent of these respondesighified having difficulty fnding
middle skilltechnical candidatesComparatively, only 17 percent of firms said the lack of college level workers
was a relevant barrier in finding skilled workers. Examined in a different way, only 32 percent of firms said findin
qualified middle skill cadidateswas not a problem Comparativelypl percent of firmsesponded that finding
college level candidategas not a problemThis suggests that issues with finding skill workers is melated to
associate level and technical positions than fdegellevel and high skill positions.
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Table 30: Survey Question 13: Detailed skills relevant to business growth, for those businesses responding that
availability of skilled workers is a barrier

Any Business Suey Firms w/ Skilled Workers a

: ; : Barrier
Skilled Workers Detail, Where a Barrie Very Somewhat Not
Relevant Relevant Relevant
Weak candidates 30% 28% 42%
Lack_of trained middle skills/technical 29% 39% 32%
candidates

Lack of candidates with Bachelor's
degrees or more

High staff trnover 14% 24% 62%
Insufficient educational and workforce
training partnership opportunities

Source: UMDConnecticut BusinesSurvey, 204
Note: This includes only the 118ms respondinghat skilled workers were a barrier.

17% 31% 51%

11% 47% 42%

Business Adstance Programs

Table 31 below shows business assistance needs identified by survey respdiaeDnisfive business assistance
needs included stal media and website optimization (p@rceny), advertising and marketing (48ercent),
networking with d¢her businesseand sharing best practices (4&rcent),market and customer research (46
percent)and emplgee recruitment and training (4&rcent) The next two types of business assistance needs are
directly related to business leadership and managgr@6 percent of surveyed firms responded to being interested
in leadership or management training and 32 percent responded to being interested in in business plan develop
assistanceThese responses are particularly interegfingn the fact thanost firms responded that leadership and
management capabilities were key factors in business success.
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Table 31.Demand for various types of business assistance

G, Sa¢ wSaLkR dGb2¢ wSalLkRy

Type of Business Assistance Need¢  Number of Percent of Number of Percent of

Firms Total Firms Total
Soc_:la_l m(_edla and website 93 50% 92 50%
optimization
Advertising and marketing 91 49% 94 51%
Netvyorklng with o'Fher businesses 89 48% 9% 5206
sharing best practices
Market and customer research 85 46% 100 54%
Employee recruitment and training 79 43% 106 57%
Leadership or management training 67 36% 118 64%
Business plan development 60 32% 125 68%
New product or service developmer 57 31% 128 69%
Operations, strategic, and successi 55 30% 130 70%

planning

Improved information and
navigation for available business 51 28% 134 72%
services and programs

Accounting, bookkeeping, and

. ) : 43 23% 132 77%
financial planning

Managing risk 40 22% 145 78%
Immigrant business owner assistan 19 10% 166 90%
E>xport assistance 17 9% 168 91%

Source: UMDConnecticut BusinesSurvey, 204

Financing

The finalquestions of the survepcused on financingrinancing questions can be challenging for businesses to
respond to as they might be uncomfortable answeitiey may worry about indicating competitive disadvantages,
or, despite the efforts to reach decisiaakers, the respondent may not have full knowledge of this aspect of the
business.Table 32 below shows that #2rcent of sweyed firms indicated thdyave successfully access needed
financing over the past year. On the other haBdyercent were not able to get the financing they neetleidty-

six percent of surveyed firmsddnot seek financing or credit.
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Table 32:Ability to access finaniag over the past year

All Business Survey
Firms

Access to Finance

Number
of Firms

Percent
of Total

Yes, able to get financing needed 77 42%
No, not able to get financing needed 42 23%
Did not seek financing or credit 66 36%
Total 185 100%

Source: WDI ConnecticuBusinessSurvey, 204

Table 33 below considers anticipated financing needs over the next three years. The majority of firms surveyed
percent) do not anticipate they will need financing in the next three years. Nineteen percentyefdsimve
indicated that they anticipate needing financing in the next three years. Eighteen percent of firms wanesyed
not sure if they would need financing in the next three years. Interestingly, neathjirgoof firms tried to access
financingin the last year (with 42 percent successfully getting financing), but less than 20 percent think they wi
need financing in the next three yealsis unclear why these two numbers are so different. It could be that most
firms that need financing &ady received the capital they needed in the last year. That seems unlikely though.
could also mean that local firms may be overly optimistic about not needing extra capital to fund business expens
This is a question that could use further analysithe future.

Table 33Financing Needs in the Next Threeafs

Business Survey

Anticipation of Future Finance Firms

Needs Number Percent
of Firms| of Total

Yes, will need financing 36 19%

No, will not need financing 116 63%

| don't know 33 18%

Total 185 100%

Source: UMDConnecticuBusinessSurvey, 204

Firms that expected needing financing in the next three years were asked to identify \natittieated using
financing. Table 34 below shows the most common answers regarding the preedsyfor financing.The top

three primary types of financing needs include equipment or technology, cash flow/bills/working capital, an
businessxpansion.Half of the respondents that indicat@dheel for financingsuggested they primarily wanted
funding to enhance equipment or technology needs. A quarter of respondents would seek funding to aid with c:
flow and work capital needs.
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Table 3 Primary Types oFinancing Needs

Busines

Primary Need for Financing Survey
Firms

Equipment or Teaiology 18
Cash Flow/Bills/Working Capit; 9
Expansion 4
Operations 1
Marketing/Advertising 1
Relocating 1
Repairs/Maintenance 1

Source: UMDConnecticuBusinesSurvey, 204

Notes: Equipmeg/ (c&degoryincludes vehiclesi€ash B gd@tegoryincludes inventory capital, and receivablgs Wh LIS NI { .

category consists of labor.

Table 35 below displays all mentioned needs for firms anticipating to seek financing in the next threSiyaias.
to the primary needs for financinge not commomeed for financing reported was fguipment and technology,
followed bycash flow/bills/working capital, expansion, and new products or sefwitatal, 25firms mentioned
wanting financing foequipment and technology.

Table 35 Survey Questiorl7: All ReportedTypes of Financing Needs

Busines

All Needs for Financing Survey
Firms

Equipment or Technology 25
Cash Flow/Bills/Working Capiti 17
Expansion 10
New Product or Service 4
Marketing/Advertising 2
Repairs and Maintenance 2
Operations 2
Infrastructure 1
Relocating 1
Taxes 1

Source: UMDConnecticuBusinesSurvey, 204
Notes: Bquipme/ 1 Q OF G S32 NE aidysditivateRiSash ROGEHdgafinBlddesinventory, capital, receivables,
finance, and refinancing? 9 E LJI ¢atedosy ifidudes growth and new propertif h LIS Nlcateydtyyingl@esabor.
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Summary of Key Findings and Points for Consideration

This study of business growth ihe Capital Regionwith a focus on establishment level data, provides two key
areaf understanding. First, the profile of small to medisized businesses in the study group sheds light on the
mix of establishments by industry, growth in jobs and sales, and location. Second, the completion of 185 detai
business surveys providesa ch set of business feedback on the r
factors, barriers to growth, and areas for business and financial assistance. Note that businéssethaifive
employees and e than 500 employeas 2007 wereexduded from this analysisKey findings from this study
include:

1 Small businesses predominate our study group in the Capital R&digercent of firms in the study group
have fewer than 20 employees. Similarly, 70 percebtsinesses responditmthetelephonesurveyhad
10 employees or less.

1 The vast majority88 percentpf small to medium sized firms the Capital Regioexperiencedtable job
growth from 200 to 202, a time period in which the region saw a 4.7 percent decrease in total
establishments and 5.7 percent decrease in total employment. The large humber of surviving firms tr
experienced stable or positive job growth, along withmany morewith increased sales revenue, helps
demonstrate the resilience of the economy dutiegGreat Recession and the dynamic nature of small to
medium-sized businesses.

9 The most notable industry in terms of employment change ithth€apital Rgion is Manufacturing.
Generally speaking, the distribution of growth firms by industry is fairyilar to the distribution of all
firms by industry. The most notable exception to this is Manufacturing. While the Manufacturing industry
makes up 11 percent of all firms in our study universe, it makes up 20 percent of all growth firms and 1
percentof all fast growing firms in our study. Interestingly, Manufacturing is disproportionately
representg among declining firms as well, making 18 percent of all declining firms.

9 There is some variation and volatility within the Manufacturing industtgrms of job growth.The most
notable declining manufacturing industry was paper manufacturing. While paper manufacturers make t
eight percent of all manufacturing firms ihe Capital Regionthey make up 10 percent of declining
manufacturing firms Conversely, Electrical Equipment, Appliance, and Component Manufacturing is the
most notable growth subindustry within Manufacturing. Wiiile subindustrynakes up seven percent of
all manufacturing firmsn the Capital Regiont makes up 10 percent all growth manufacturing firms.
Interestingly, some subsectors of manufacturing show concentrations of both growth and declin
Fabricated Metal Product Manufacturing (12 percent of all manufacturing firms, 17 percent of growtt
manufacturing firms, rd 14 perfect of declining manufacturing firms) and Machinery Manufacturing (six
percent total, 12 percent growth firms, eight percent decline) are both overrepresented among growth &
declining manufacturing firms.
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1

Of the fast growing firms89 percet were small businesses with98 employees The two employment
tiers with thelargestpercentagef fast growing firms were in the 11D employment size range a 3
percentfollowed by the 2849 employment size range with ercent of all fast growingyms.

Small businesses in the region hold the key to firm growth and dedlinthe Capital Regiothere is a
higher concentration of growth firms with-1®, 2049, and 59 employees than the overall universe of
businesses. Conversely, firmshvik4, 59, and 1619 employees make up the bulk of declining firms.

More sales growth than job growth was experienced during the study .peMode sales growth is
estimated for thdéuture The historical data on job and sales growth, along tiiness estimates of
higher sales growth than job growi the coming yearsprovides evidence of businesses expanding
revenue while holding the number of employees constnis is a sign gbroductivity increases and more
cautious hiring plans. Whilenly six percent of study firms experienced job growth during the study period,
nearly 40 percent experierttgales growth. tlappears it took moderate to fast sales growttb(percent

and higher) beforéirms would hire duringthe studyperiod. In the survey, 34 percent of firms expected to
increase employment in the next three years, while 67 percent expected sales to grow over the same t
period.

Forty-four percent of firms surveyed have brought innovative new products or services to theimtieket
last three yearsFourteerpercent felt innovation was a central component to their business model.

The primary market for surveyed businesseSdanecticutand the NortheastOver hdf of all surveyed
firms indicated their primary market waascal (ConnecticuCapital Regioh and 25percent of firms
indicated their primary market was regional (Northeast).

Fifty-four percent ourveyedusinesses thought tiiapital Regiorareawas a good or excellent location
for their business to succeesith 42 percent of responding businesgedicatingfigood, and another 12
percent indicating it was dexcellend location for success.

Eighty-six percent of surveyed firms are actively trying to grow their businé&sst of this group (66
percent) woul do so as market conditions allowed. The remaining 19 percent are anticipating fast growtt

The Capi tskilledRoekipriceasadkey to making or breaking a busingspercent of firms (and
60 percent of growing firms) named the availalilitf a skilled workforce as a major contributor to their
success, while@percent of firms (an87 percent of growing firms) cited the lack of availability of skilled
workers as a major barrier to success.

The top five majorsuccess factorgited by bugiesses surveyed wermanagement and leadership
capabilities, market demand for products and services, availability of skilled workers, strength of educatic
and workforce development system, and government policies. The top three factors for growingfem
market demand for products and services, management and leadership capabilities, and availability
skilled workers.
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1

The top five majobarriers to successited by businesses surveyed wehe cost of doing business (labor,
real estate, taxesnergy, etc.), availability of skilled workers, market demand, permitting/regulations, and
cash flow management.

Health care costs and taxes are the biggest cost concerns for busifhesstsrds of firms thatesponded

that thecost of doindpusinessvas a maj or barrier to business su
probl emohr 6é xgpgsrcent of such firms cited taxes
was energy costs, but only g4 1]prmperlcecendt. of fir ms

When thinking of worker quality, middiskill and technical candidates were the largest concern of survey
respondents Sixty-eight percent of surveyed firms that identified the availability of skilled worlkees a
barrier to businessucces responded that thack of trained middleskill and technical candidategas at

least a somewhat relevant concern. Comparatively, only 49 percent of businesses felt thaysdmat
college level candidates.

Cash flow management, obtaining finamgi and the need for new equipment, technology, process, or
efficiencyare all midlevel barriers to success for all firms, and for all growing firfMkese issues provide
some evidence of the need for financing assistance by regional firms.

Growing firms expressedoncernover the availability of space for facility expansiofwenty percent of
growing firms surveyed said the availability of space was a major barrier to success, compared to just ei
percent of all firms surveyed.

Nearly twathirdsof surveyed businesses tried to access financing or credit in the Igstiyle@? percent
getting needed financing and 23 percent not being able to get needed financing. Interestingly, only
percent of surveyed firms expect to need financing in ¢xé year.

The top five needs for business assistame®mng survey respondents wesecial media and website
optimization, advertising and marketing, networking with other businesses sharing best practices, mark
and customer research, agmployee rewitment and training.

Firms that anticipate needing financing in the next three years primarily plan to use it tospurelha
equipment or technology

The above finding, as well as the larger discussion of our NETS and business survey, aaialgsisfew key
points to consider when thinking about business growth iC#petal Region:

1

This research shows thsinaller firms, particularly those with less than 20 employees are in a delicate
position in terms of short and losgrm job changeThereis a higher concentration of growth firms with
between 189 employees than the overall universe of businesses for this Dasywersely, the bulk of
declining firms were businesses with 20 or fewer employees. Over 30 percent of declining firms ha
between 14 employees. This is an interesting group as they only are in our study universe because th

hadat leasfive employees in 2007. So, firmswittdl e mpl oyees in 2012 coul d
4

|

UMASS

UMass Donahue Institute
Economic and Public Policy Research



Connecticut Knowledge Corridor Growth Business Study

study. It is likely that these were firms thead small employment in 2007 (betweeh%Bemployees) and
slipped in to the 4 employee group by 2012. In total, the research shows that small companies can brez
either way in terms of growth and decline. It would be important to target differedd &inbusiness
services to companies insfsize range to try and avoid firm decline and encourage employment growth.

The Manufacturing industry stands in an interesting place with regards in firm growth and d&bkéne.
Manufacturing industry stooglut among both growing and declining industries. There was a great deal of
variation and wlatility within the industry.Greater examination of the Manufacturing industrythie
Capital Regiommay be in order to better understand the suite of issuegfdwie businesses and why
there is less employment stability in this sector than all other sectors@agpiital Regioreconomy.

Growth firms are particularly interested in the availability of space for facility expangitile only eight
percentof surveyed firms saw the availability of space for expansion as a barrier to business success,
percent of growth firms saw it as a barrier. Comparatively, this was on the same order of magnitude f
growth firms as market demand, permitting and re@riaand cash flow managemeri order to keep
growing firms in the region, local officials will need to consider the itgaieeds for growth industries,
which highlights the importance of services and information available to firms.

Access to avéable financing $ important to small businessenterestingly, nearly twahirds of firms

tried to access financing in the last year (with 42 percent successfully getting financing), but less than :
percent think they will need financing in the nextete years. It is unclear why these two numbers are so
different. It could be that most firms that need financing already received the capital they needed in the I
year. It could also mean that local firms may be overly optimistic about not neatiagapital to fund
business expenses. This is a question that could use further analysis in the future. Regardless,
importance of financing for upgrading equipment and technology is very clear from our survey. Over ha
of the firms expecting acse financing in the next three years cited equipment upgrades as their primary
reason. Other important reasons for financing appeared to be for cash flow and working capital and busin
expansion.

The primaryconcerns about worker quality app&abe bcused on middigkill candidates.Interestingly,

there are some conflicting statements about worker quality in the region. Workerwaalligted as both

a major factor and barrier to business success. Questions about the education or workfipeeleve
system showed the system to be théighest ranked factor for business success. However, 58 percent of
firms concerned about worker quality stated that insufficient educational and workforce training partnershi
opportunities were arelevantce er n (t hough, most of these said
r el e v Regardie$s, most worker quality conceappear focused on the lack of trained miesKl

and technical candidates. Given the feedback on workforce training pagserstsiness support
organization and job training professionals need to work with local businesses to better understand midd
skill and technical needs.

Leadership andnanagement suppodre key issues for local firmsAside from the commonly cited
concerns about business costs and worker quality, local busicésseleadership as an important factor
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in growth. In addition, there was high interest in business assistance around social media and webs
optimization, advertising and marketing, amasiness networking. There was also interest, to arless
extent in leadership and management and business plan development training. Together, these iss
suggest that business leadership mentoring could be a useful tool in helping capitalize rmwthe g
potential for small businesses in the region.
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About the UMass Donahue Institute

The UMass Donahue Institute (UMDI) is the public service outreach and economic development unit of th
University of Massachuset tis 19PLr thes UMDE coordinates Onistiarnpase .
initiatives that link UMass, other public and private higher education, and other external resources with the nee
of government agencies, corporations, and nonprofit organizations. UMDI provides significanitngcand
public policy analysis, organizational development, training, education, financial management education, resear
and evaluation to federal and state agencies, nonprofits, industry associations, and corporations. UMDI draws
its unique posion within higher education to serve as a bridge between theory, innovation, amgbnidal
applications.

The Economic and Public Policy Research (EPPR) group is a leading provider of applied research, helping clie
make more informed decisions aboutastgic economic and public policy issues. EPPR producdsptin
economic impact and industry studies that help clients build credibility, gain visibility, educate constituents, an
plan economic development initiativeEPPR is known for providing urdsed economic analysis on stkeel
economic policy issues in Massachusetts and beyond, and has completed a number of industry studies on IT, def
industries, telecommunications, health care, and transportation. Their trademark publication is calle
MassBenchmarks, an economic journal that presents timely information concerning the performance of a
prospects for the Massachusetts economy, including economic analyses of key industries that make up the econ
base of the state.
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