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4 THE REHMANN GROUP

Sami Aboufawaz, president of 
AFA Industries, and Debbie Fallucca,
CPA, principal with The Rehmann
Group, discuss AFA’s plans for further
expansion into China next year.

In today’s marketplace, small businesses can find 
it challenging to compete within Michigan, the 

Midwest, and even the nation. What happens when 
these same businesses walk onto the global stage? >>>



“You just have to read the paper to see

that we are surrounded by businesses,

small to large, that are making global

investments,” says Deborah Fallucca,

principal in charge of the international

tax practice at The Rehmann Group.

“Every small business should analyze

whether globalization is part of its

future—either next year or in five years.

It may be a necessary move to control

costs, to find a new market for a product

that has reached its potential in the

United States, or to keep a competitive

edge. It may sound cliché, but it’s true

that the world is getting smaller.”

Constellation Networks Corporation

and AFA Industries, Inc., have both

tested the global stage. These Michigan

companies are serving customers around

the world and are getting standing

ovations because of their drive to

compete globally.

>>>AFA Industries, Inc.
AFA Industries manufactures a full line of
aftermarket replacement parts and gaskets
for diesel engines and fuel systems. With
headquarters in Romeo, AFA Industries is
a family corporation that is privately
owned.

When the company formed in 1987, it
directly served major U.S. original
equipment manufacturers (OEMs), as well
as domestic customers that would relabel
AFA products under private labels. But by
the mid-1990s, industry joint ventures and
takeovers narrowed the U.S. market.

“This is when we decided to introduce a
full range of replacement parts for diesel
engines and fuel system components for
the aftermarket,” says Sami Aboufawaz,
president of AFA Industries. “But, most of
the engines we service are sold in various
markets outside of the United States.”

In early 1996, AFA Industries started
launching its own line of branded products
through its distribution centers and sales
offices around the world. The company
started with Canada and Mexico, moved
further into Latin American markets and,
then, entered Asia and the Middle East.
“These are all markets of interest to AFA
and represent greater growth and less
competition,” Aboufawaz says.

>>>Constellation Networks
Formed in early 2003, Constellation
Networks Corporation (CNC) is a satellite
service provider that reached the global
stage differently. Instead of starting in the
U.S. market and then expanding globally,
CNC had its eyes to the skies overseas
from its beginning.

“Since CNC’s inception, we have focused
on the emerging market overseas, where
fiber is in short supply and satellite is the
most cost-effective solution,” says Kristin
Grassa, president/CEO of Constellation
Networks, headquartered in Traverse City.

“This is in contrast to the United States,
which has a large amount of copper and
fiber and, therefore, not a large need for
connectivity via satellite,” Grassa says.
“Building and launching a satellite is a
multi-billion-dollar task, so satellite
capacity is quite expensive. With the fiber
infrastructure in place in the United States,
satellite providers can hardly compete.”
The solution: Enter the overseas market.   

With a teleport station in Öxie, Sweden,
CNC provides satellite service to “thinly-
populated and rural areas,” or regions
where the infrastructure has been damaged
or destroyed—Africa, Europe, the Middle
East, Asia and the Indian subcontinent.

“We provide direct connectivity and Wi-
Fi (wireless) applications for universities
with extended studies outside of the United
States and in developing regions,” says
Grassa. “Other customers include
production facilities for U.S. companies
with locations overseas, call centers
throughout India, Internet cyber cafés in
Africa and some United States and
Canadian governmentally funded projects.”
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6 THE REHMANN GROUP

Entering the Global Theater
“Small businesses either push their way
into the global marketplace through
strategic research and hard work or get
pulled in by a customer’s needs, which
still results in hard work,” says Fallucca. 

“Regardless, a business should assess
whether it has the resources to enter the
global marketplace. Of course, it needs the
ability to fund the start-up phase, but it
also needs to make a real assessment of
how long before the activity will provide
cash flow,” says Fallucca. “Just as impor-
tant is whether the business has people
who can make the commitment to overseas
travel. If the leadership is already spread
too thin taking care of domestic business,
how can it enter the global marketplace
without causing U.S. activity to suffer.”

AFA Industries and Constellation
Networks had additional concerns before
going overseas.

Aboufawaz knew his company had
excellent products, but he was concerned
about brand recognition. Before focusing
its product mix on the aftermarket, AFA
Industries mainly supplied an OEM
customer base. “This didn’t give proper
exposure to the AFA brand name. Our
brand name was relatively unknown and
our market was limited to a handful of
customers,” he says. “As a result, brand
awareness and market security were our
main concerns when we started looking at
the global marketplace.”

Grassa was concerned about collections
procedures for CNC. “Collections on an

international level are next to impossible
and rather costly,” she says. “Therefore,
we needed to do our best to avoid that
process altogether. In preparation, we
began by tailoring our service agreements
to protect us financially for an appropriate
term to eliminate our exposure if and
when a customer defaulted.”

Before “Opening Night”
“Going global” can be a significant role
change for businesses and can cause stage
fright. But preparing to do business abroad
is similar to other major business decisions
—it requires planning and research.

“Preparation for being a success globally
really begins with corporate compliance
and restrictions in the regions we provide
service to,” says Grassa. “Look into the
governing laws and regulations of the
countries in which you wish to extend
your operations.”

“One of the very first concerns is tax-
ation,” says Fallucca. “Will the business
have to file a return and pay tax in the
foreign country? And, what is the true cost
of doing business in that foreign country?
Most countries have a value-added tax
system that must be considered to deter-
mine true cost. If the business sends a
person over to the foreign location, the
concern is whether that individual needs 
to file a tax return and pay tax.”

Aboufawaz has several other suggestions
for Michigan businesses considering the
global marketplace: “You must understand
the culture of the countries you wish to

move to. Take a close look at
communications, transportation,
country rules, legal matters and
banking and financial institutions.
Understand the political environment
of the country in relation to U.S.
policy. Carefully develop a detailed
market study to determine the cost 
of doing business in such a country. 
All of these are very important issues to
study and understand prior to making 
a decision.”

Grassa says research can also help a
business serve its clients better. “There are
many companies that just aren’t aware of
the obstacles in other countries,” she says.
“If you can educate your customer and
assist with these hurdles, this builds
confidence and trust.”

Break a Leg 
(and Other Surprises)
“Every time you move into a different
business climate you are faced with some
type of a surprise or challenge,” says
Aboufawaz. “Learning how to service
various markets with different require-
ments was a challenge. Another surprise 
we found was the size of the market and
the demand for parts in China and
Southeast Asia for U.S.-type engine
applications,” he says. “Our market share
grew by 27 percent in the first three years
after expanding into these markets, and 
we needed to meet that demand.”

>>

continued on page 8
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A group of U.S. soldiers based in Baghdad 
have access to family and friends via the public
Internet using Constellation Networks Corporation
services. Kristin Grassa, president/CEO, 
launched the business in 2003.

*Sourced data compiled from the Michigan District Export Council website, www.exportmichigan.com.
**Percentages rounded to equal 100%.

>>>

Texas $98,486,082.57 

California 93,994,882.28

New York 39,180,708.41 

Washington 34,172,826.42 

Michigan 32,941,108.75 

2003 Top U.S. Exporters*

PRODUCT $ VALUE PERCENT
Transportation Equipment $18,086,120,532 54.9%

Machinery Manufactures 3,372,049,454 10.2 

Chemical Manufactures 2,785,333,789 8.4 

Computers & Electronics Products 1,443,515,494 4.3

All Others 7,254,089,482 22.0 

TOTAL $32,941,108,751 100.0%**

2003 Top Exports from Michigan to the World*

2003 Exports from Michigan*

$19,292–$19,799,054

$1,164–$19,292

$206–$1,164

$4–$206

$0

Total, in Thousands
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“There are always challenges in working
with diverse cultures. And, it is rather
difficult to create relationships when
people pay you money from overseas to
provide them an intangible service, such as
bandwidth,” says Grassa. “For every new
customer we are awarded, it is a wonderful
reflection of how well our team works to
instill confidence and prove CNC’s
integrity in a global market.”

Grassa says that each day seems to 
end with some new learning experience.
“Rather than have regrets, we choose to
acknowledge the experience and use that
to prepare us for similar challenges
tomorrow.” 

Additional Cast and Crew
“A small business will need to have a net-
work of advisors in the foreign location,”
says Fallucca. “It needs a local bank, local
attorney and local accountant who can file
local tax returns and process payroll.”

But, how do you find a crew of advisors if
you don’t even know what questions to ask?

One answer is Baker Tilly International,
which is a network of more than 100
independent accounting firms in 67
countries. “The Rehmann Group is an
active member of Baker Tilly International,”
says Fallucca. “To participate in the net-
work, firms go through a comprehensive
interview and due diligence process and
must be able to communicate in English.
Through our network, we are able to refer
the local advisors that the business will
require. We are also able to coordinate the
activities of these foreign advisors.” 

Curtain Calls
“Our global expansion gave our company a
worldwide recognition and more security,”
says Aboufawaz. In the summer of 2004,
AFA Industries completed its new manu-
facturing base in Yangdzhou, China, and
plans on entering most market sectors in
China in 2005. “With the experience and 
a detailed market study from previous
expansion ventures, we feel prepared and
confident in this business move. China’s

market is the fastest growing in the world
today, and we anticipate very healthy
growth as a result of this expansion.”

“We currently lease capacity on two
different satellites and are in the process 
of expanding to include a third satellite,
further diversifying the services we can
offer the customers,” reports Grassa.
“Most rewarding of late, a group of U.S.
soldiers based in Baghdad have pooled
their money to have a system of ours
installed near their base camp. This
provides them access to their family and
friends via the public Internet.”

“Going global will not cure a company
that is already sick. Globalization should
be part of a business’ strategic plan and
not a quick fix,” says Fallucca. “The
business needs to be able to provide
funding and leadership. It’s not unusual
for the return on investment to be at least
four or five years out. However, most
businesses find that overseas investment 
is very profitable in the long run.”

“Going global” can be a
significant role change for
businesses and can cause
stage fright. Preparing to do
business abroad is similar
to other major business
decisions — it requires 
the right cast and crew,
planning and research.
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