
This document is made available electronically by the Minnesota Legislative Reference Library 
as part of an ongoing digital archiving project. http://www.leg.state.mn.us/lrl/lrl.asp 

LEGISLATIVE REFERENCE L1BRAAY
HC107.M6 R475 1987

1··IfW~ll~M~~~~llllli

He
107
.H6
R47~

1987

RESOIlI'S OF '!HE

LEGISLATIVE REFER:NCE L1Sr:,:...RY
645 Std,;) ;)1.,,,.;" b"",;:.ng

Saint PiU..l1, ltI1dllfe",oti 55155

paronent of Energy and Economic Development 900 American Center 150 EaSt Kellogg Boulewro St. Paul, Minnesota 55101 612/297_1291



RFSUIlI'S OF '!HE

BUSINESS arARACIERISTICS SURVEY

Policy Analysis Division 612/296-8341

Minnesota Department of Energy and Economic Development 900 American Center 150 East Kellogg Boulevard St. Paul, Minnesota 55101



Table of COntents

Description

EXEcurIVE SUMMARY

1.0 INTROIXJCrION

2.0 DIS'IRIBOTION OF DEED PR01ECI'S

2.1 By rmustry, Program am Region
2 .2 Regional Distribution of DEED Fi.nancirg
2.3 Regional Distribution of Jobs created and

Retained·

3.0 USE OF FUNDS

3.1 Type of Project by Irxius'hy
3.2 Type of Project by Program

4.0 SAIFS OF SURVEY RESroNDENTS

4.1 rmustry Sales
4.2 Past and Future Sales Growth
4.3 . Future Expansion Plans

5.0 GEOGRAPHIC MARKErS

5.1 Regional Distribution of Sales
5.2 Qlanges in Geographic Markets

6.0 PROJECr STA'IUS WI'IHOOT STATE ASSISTANCE

6.1 Irxius'hy Distribution
6.2 Program Distribution

7 .0 AI:1mITSTRATIVE ASSESSMENT OF DEED'S BUSINESS
FINANCING PROGRAMS

7 .1 Paperwork Processin;J, Professionalism of Staff,
Tenn and Interest on Loans

7 •2 other Assistance Acquired through Programs
7.3 Use of other organizations

8.0 OONCIDSION

9.0 APPENDICES

9.1 SUtvey Questionnaire
9.2 Business SUtvey COde Book
9.3 Open-El'rled Questions

Page Number

1

3

6

6
8

11

14

14
15

16

16
16
19

21

21
22

23

23
24

25

25
27
28

29

30
36
40





SURVEY D.ESam'r!Cti:

A survey designed to assess various blsiness d1aracteristics was sent
to 128 firn8 that. received financial assistance through the Minnesota
Department. of Ene1:gy and EconaDic Developlleut: (DEED) in fiscal years 1984
am 1985. Firms receiviB) assistance in 1986 were excluded fran the
survey because those firms walld not: have been able to COl'Lplete their
projects by the time ,of the survey.

Of the 128 firms surveyed, 91 respcn3ed. rnus high response rate
ensured that. the respcn3ent firms were a fair representation of the survey
popJ.1aticm.

SURVEY FINDIH;;S:

o DEED financiB) has been t.aJ::get.ed at distressed regions of the state.

Eighty percent of state appl:qn~iateddollars have gone to Greater
Minnesota.

seventy-eight percent of all new jobs created ani 77 percent of
retained jobs have oca.trred in Greater Minnesota.

o DEED financiB) has been directed at manufacturiB) firms.

About 65 percent of DEED's business financiB) assistance went to
manufacturiB) conc:mns.

o SUrvey results support the current econanic development policy of
targeti.nJ manufacturiB) conc:mns.

ManufacturiB) firms were founi to create and retain the greatest
number of jobs per bJsiness.

ManufacturiB) firms had the best sales performance of the various
in:iustries•

ManufacturiB) firms had a high percentage of their sales cami.rq from
out-of-state markets, 77 percent cx:mpu:'E!d to only five percent for
retail and wholesale trade firms, and 20 percent for service sector
firms.

o DEED prClgl':amB have been reach.irq those firms least able to obtain
private sector financiB).

Eighty-nine percent of all Surveyed firms would not have been able to
proceed with their projects at the preferred level of investment
wit:halt DEED's assistance.

o Administration of DEED programs received high marks.

Professionalism of staff was highly regarded by virtually all
financial recipient firms.
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eatrplaints centered en the ease of and t.bne involved in paperwork
processinq. .
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1.0 INmOIIJC1'ICN

In its effort to praIDte state ecalaDic growth the Department of
Energy and F.oa1aDic Deve10puent (DEED) provides low interest loans,
grants, and lam insurances to qualified, private businesses. DEED
assist:anc:s is designed to irnuoe blsiness expansim and job creation in
those finDs thai: may not have at:he1:Wise been able to finance growth.

'!his report presents the results of a recent survey designed to assess
the characteristics of the assisted blsi.nesses as 'Well as the programs
th:raJgh which the finDs are financed. An evaluaticm of the a.dm.inistration
of the programs is also included.

Data

In the sprirq of 1986, a questionnaire was developed, pre-tested and
sent to all blsinesses that received DEED finarx:irq durirq fiscal years
1984 an:! 1985. ('!he questionnaire can be found in AppeDiix 1). Firms
receivirq finarx:ial assist.aJx8 in fiscal year 1986 were not sm.veyed since
these firms would not have been able to oatplete their projects by the
time of the survey. Of the ~tely 270 firms :furxU!d th:raJgh DEED to
date, about 128 received financirq durirq the period of interest. Of the
128 finDs surveyed, 91 resporned. '!he high response rate of 71 percent
ensured thai: the results of the survey~ based on a fair representation
of the entire pc.:p.1latia1.

A statistical test of proportions was also perfonned on survey
resporrJents and non-respon3.ents by i.rdustry and program to detenni.ne if
there were i.nherent differences between these two groups of firms. Ilhe
statistical tests showed that there was no significant difference in
resporrlents and non-respon3.ents by i.rdustry or program at the 95 percent
confidence level. 'lherefo:re, statistical evidence also suggests that the
SUIVey respoments~ imeed a fair representation of the entire
population of firms assisted th:raJgh DEED between FY 1984 and FY 1985.

'!he survey population of 128 business. were all assisted by one or
lOO:re of the finarx:ial assistance programs DEED administers. 'Ihese
programs are described below.

DEED Progl:ams

DEED business assistance programs consist of the followirq: Minnesota
FUrd Loan Progzam, Minnesota Plan Loan Progt:am (no lorger operatirq),
Opporbmities Minnesota, Inc., small Business Development Loan Program,
and the state and Federal F.oa1aDic Recxwery Fun:! programs.

other prog1:a11S not examined include Energy Business Finarx:irq programs
as 'Well as those of the Governor's Rural council. While these programs
offer direct finarx:ial assistance to blsinesses, the lOOlleY is either
available for pilot projects only, or its primary goal is not economic
developnent.

'!be Finarx:ial Management Division of DEED administers three of the
programs, the Minnesota FUrd !Dan Program, Opporbmities Minnes6ta
Incorporated, and the small Business Developuent !Dan Program. Ilhe
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Minnesota Plan loan PIOCJIam was tem.inated after only one year; however,
the bJsinesses assisted by this pl:ogt:am were included in the survey
population.

All of Financial Management' s loan decisions are subordinate to the
Minnesota Enmw cud Eca1aDic Deve10pnent Authority (MEED\). ME:EJ:lA was
created in 1983 to oversee the varioos loan prcgzams adm.ini.stered by the
Financial Management Divisim. MEEDA is a ten persa1 board akin to a
COl:porate board of diJ::ectors. 'Ihe Authority is authorized to sell up to
$50 millim in Inmstrial RsveIue :ecn:m to raise lend.ing capital for use
th:t'ol'r:lh the prcgzams. '!be Authority also oversees the Econanic
Deve10pnent Fund, a general fund applOopriatim used in the finance
programs, which totaled $15 millia'1 in the 1984-85 biennium am $11
millicm in the 1986-87 biennium.

'!he Minnesota Fund loan Program (MFI.P) is a direct loan prog:ram
tarqeted ai: small bJsinesses, defined by the small a.winess Administration
as those with less than 500 enployees. 'lhis program offers below market
int.e:res1: rate loans of up to $250,000 to :businesses for lam, buildi.rgs,
am machine:ty pxrchases, cud for oonst:ructicm, buildin;J expansion, or
buildin;J :l.mprcvements purposes. Minnesota Fund loans originate fran the
Econanic Deve10pnent Fund. 'lhese loans cannot exceed 20 percent. of the
total project costs.· Of the remainin;J project costs, ten percent. lIlLlS1:
ccme fran the bJsiness; 70 percent. can cxme fran private financial sources
or other governmental programs.

Opporbmities Minnesota, Inc. (CHU:) is a federal, small Business
Administraticm p:rcgzam thai: serves.businesses with a net worth un:ier $6
millicm and net profits averagi.r¥lless than $2 million. Program
restrictions do not allow an assisted ooeiness to be a lend.ing
instituticm, private recreational facility, a print media, or an
invesbnent real estate cxrrpcmy. '!he annmt. of an eM{[ loan may not. exceed
$500,000 or 40 percent. of the total project cost. '!he maxi:nn.nn len;rt:h of
an CHO: loan is 25 years.

'!he small Business Deve10pnent roan~ (SBDLP) provides direct
loans to small bJsinesses as previously defined by the small Business
Administration. Projects that can be financed with a SBDLP loan include:
land and buildin;J acquisition, buildin;J oonst:ruction or expansion,
:r:et'¥JVations, and machinery am equi.pnent p.u::dlases. '!he maxi:nn.nn loan
annmt. is one millicn dollars. 'lhese loan furx:Js primarily come fram
Irxiustrial Revern.1e :eorxm with a portion of the Econanic Development Fund
guarant:eein;J the bema.

state cud Federal Econanic RecxNe:ry\ Fund grants (SERF and FERF) ,
adm.ini.stered th:t'ol'r:lh the canm.mity Deve10pnent Division, are different
fran those adm.ini.stered th:t'ol'r:lh the Financial Management Division. Unlike
the latter, the canm.mity Developnent Division does not. make loans
directly to bJsinesses. Instead, cammmity Developnent provides grants to
local jurisdictions who, in tum, lend to local bJsinesses. All local
Minnesota jurisdictions includi.ng' Indian tribes are eligible for Economic
Recovel:y Fund grants. Although the Econanic Recovel:y Grant is
adm.ini.stered as a sirgle program in the cammmity Development Division,
there are two funding sources. -'!he federal government provides about 80
percent. of the total furx:Js for the proglam fran its SInalI cities
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Developnent Block Grant prcg1:am, and the state provides the other 20
percent th:rc:ugh a general fund awrqriaticm. '!he terms of the business
loans are decided en :between the local jurisdicticm and the business. '!he
ma.x.iJDJm size of the grant is $500,000. Arrf state fun:3s that a eammmity
receives back fraD the loans, in excess of $100,000, nust be returned to
the state. Federal:fuD3s are not returned.

secticm 2.0 of this lOepcn:t presents an overall descripticm of the
survey respcn:)ents in terms of industry and progxam assistance, as well as
a regiaml dist:rib.rt:ia: of IEED financirg and jc:abs created as a :result of
the projects. A descripticm of hew the survey~ used their
proceeds (egs. new cxnrt:ructicm, renavaticn,' capital equipnent p.It"Chases,
etc.) is included in secticm 3.0. Past sales and future sales
expectatiaw are di solSsed in secticm 4.0 as key indicators of potential
~ for the firms. secticm 5.0 analyzes the regiaml markets served by
the respcnient firms to determine Mlich types of assisted firms have
generated cut-of-state i.:ncxIDe to Minnesota. ,secticm 6.0 assesses the
effectiveness of DEED's prcg1:aIiS in rea.chi.rg that qroup of firms Mlich
'WtUld have been unable to proceed Withalt the state's assistance. section
7.°presents an overall assessment of the administraticm of these
prcg1:aIiS•
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2.0 DISTRIIDI'ICN OF :PR:lJECI'S

2.1 Project Distribution by I1'dust:Iy

'!be survey questiamaire identified five different types of
i.rXiustries: manufacturirg, retail and wholesale trade, services, and
other (the a'8 business ·that listed "other' was a real estate business) •
Table 1 shews the i.ndust:ty distributim of businesses assisted through
DEED programs. Businesses resporx3ed by citinq their primary activity.

Manufacturinq buSinesses received the majority of DEED's financial
assi.stanoe, 65 pEU'C8l1t:. Manufacturirg firms are extremely :inp:>rtant to
the state because they produce products that can be sold in aIt-of-state
markets. '!be incaDe generated represents "new" incaDe to the state that,
in tum, is injectEd into the local ecaxDy Creatinq jcbs in other
sectors.

'!he service sector includes such businesses as hotel operations,
laun:b:y services, beauty and barber shops, and business services such as
advertisirg agencies, CXItplter repair services, etc. While the service
i.rxiustry, in general, exports a nuch smaller share of its outplt than
manufacturirq, this sector oanplements manufacturirg firm growth. seJ::Vice
ooainesses were the ally other type of b.Jsiness to have a significant
representatial within the different loan progxams. In total, 20 percent
of the total survey respon:lents were service firms.

TAmE 1

SJSINESS ASSISTED BY IN'IXJS'IRY

Manufacturirg
Retail
Wholesale
Service
other

NUMBER

59
8
5

18
1

91

PERCENT OF TOI'AL

65%
9%
5%

20%
1%

100%

Table 2 shews the distribution of businesses assisted by type of
financirg program. Abbreviations for' the programs correspon:l to those
shown in the int:roductial. ''mRE'' refers to firms that received financing
fran more than cme program source.

'!be Federal Econanic RecoveJ:y FurXl reported financing the highest
proportion of manufacturirgfirms, 90 percent; the Minnesota F\lrd program
with 88 percent held the next highest share of manufacturirg businesses.
Minnesota Plan silnultaneously financed the smallest share of manufacturing
firms.and the highest share, 50 percent, of service finns. '!his program
also held 29 percent of its loans in retail businesses. rrhe CHIT program
reported financirg a smaller than average share of manufacturirg firms and
a high share of service sector firms. '!he other business sectors
generally had a small representation within the various programs.
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Table 3 presents a reqicnal distributial of DEED financial projects by
program. Figure 1 displays the five reqiaw of the state corresponding to
the regiaw defined in Table 3. Ead1 reqial CXI1Sists of one or more of
the eleven Eca1aIdc DevelOj;meut Reqiaw.

As can be seen, the Federal and state Econauic RecoveJ:y Furxi programs
ani the small ami.ness DevelopilE!iilt loan programs have been heavily
concentrated in Greater Minnesota. Opportunities Minnesota,~
Furxi, ani Minnesota Plan, at the other ham, have been mre heavily
concentrated in the Twin Cities metIapolitan reqion of the state.

TAmE 2
~ FINANCED BY l?R>GRAM

Hltf Haf CHf.[ SBDIP . FERF SERF IDRE

Mam1facturin;J 88% 7% 55% 71% 90% 76% 100%
Retail 0 29 5 0 10 4 0
Wholesale 0 7' 5 29b/ 0 4 0
service 12 50 35 0 0 16 0
other a/ _ 0_ _7_ _0_ _ 0_ _ 0_ _0_ _ 0_

Total 100% 100% 100% 100% 100% 100% 100%
Number of Finns (8) (14) (20) (7) (10) (25) (7)

aj'Ihe one "ether" bIsiness is a real estate cx:mpany. .
b/'Ihe distinction between wholesalin;J and manufacturin;J businesses is

often blurred since many finns are involved in both types of operations.
'lbroughout this :report, the industry definition of a fiJ:m refers to its
primal:y activity. For instance, one of the wholesale finns within the
SBDLP added a manufacturin;J facility to its operations with DEED
financin;J. Had this project been classified as manufactu:rin;J, the
industry distribution of DEED financin;J for this program 1iJCUld have
increased to 86 percent in manufactu:rin;J and fallen to 14 percent in the
wholesale industry.

'!he CentJ:a1 region alone captured 43 percent of all SInall Business
Development loans. 'Ibis region also received a high percentage of
Minnesota Plan ani (H{I projects.

MFIP MPI.P (H{I SBDLP FERF SERF mRE rrorAL

weSt 25% 0% 5% 14% 40% 24% 43% 19%
Northeast 13 0 0 0 40 32 14 15
sart:heast 25 29 15 29 20 24 14 22
CentJ:a1 0 36 20 43 0 4 0 14

Greater MN 62% 64% 40% 86% 100% 84% 71% 70%

Metro 38% 36% 60% 14% 0% 16% 29% 30%

Total 100% 100% 100% 100% 100% 100% 100% 100%
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2.2 Regicnal Distrikutia'l of DEED Financin}

Table 4 presents the reqicnal distrikution of DEED financin}. Total
financin} ot these projects is divided into three types of dollars as
follCMS: state appzopriated or 'tplblic" dollars, p.1blicly guaranteed
dollars, and private dollars leveraqed as a result of the. project.

state appzopriated dollars emanate fran three program san:ceS, the
Federal and state Ecc:n:mio Rec:c::Mny PUrxi programs and the Minnesota F\n'xi
loan Program. As seen in column (a) ot Table 4, 80 percent of all p.1blic
spe.rdi.n;J went to Greater Minnesota. H:n:eover, the D:St distressed regions
of the state, such as the !rat ore mininq northeast and the depressed,
agricultural west and SOJ:them parts ot the state, received the majority
of this anomt. '!he central regia'l, which has experienced relatiVely
strorq growth in recent years, received only -three percent of total state
assistance.

TABIE 4

(a) (b) (0) (d)
PRIVATELY

STATE :RJm.&ICLY I.EVERAGED OOL!ARS
APPROPRIATED GUARANrEED (EXCWDING 'n«)

RmION OOL!ARS OOL!ARS IAmE PRaJ'ECm) (AliL PRaJ'ECm)

west 26.0% 10% 16% 9%
Northeast 28.5% 0% 9% 25%
central 2.5% 37% 11% 7%
SOUtheast 23.0% 16% 23% 35%

Greater MN 80% 63% 59% 76%

Metro 20% 37% 41% 24%

STATE 'IOI'AL 100% 100% 100% 100%

Ful:'din:J for the other three programs, Minnesota Plan, G1NI, am the
SInall Business Developnent loan program, originates not fran state
app:rq:>riated dollars Cut rather fran federal dollars or private dollars
raised through born issuance. DEED ally guarantees these loans; state
dollars are not spent as :funis are loaned through these programs. COlumn
(b) of Table 4 shows the distrikution of 'tplblicly guaranteed" financin}.

Again, Greater Minnesota was the recipient. of the majority of publicly
guaranteed business assistance, 63 percent. In general, the west,
southeast, am northeast regions received smaller shares of publicly
guaranteed than state appropriated dollars. '!be northeast receiVed
virtually none of the p.1blicly guaranteed dollars. 'Ibis, in part, may
reflect the fact that other dollars have been cl1ameled specifically to
this area (i.e. I.R.R.R.B., etc.).
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Finally, columns (c) ani (d) present total exmnercial dollars invested
in the projects as a result of the state's participation. COlumn (c)
presents the distributial of dollars for projects of $l5m or less. COlumn
(d) presents the dollar distributia'l for all projects of the sw:vey
respo.rxlents includinq two la:r;ge projects that each leveraged close to $2Orn
in private fun:1s. '1hese projects occurred in the northeast ani southeast
regicms of the state.

With the inclusia'l of the two large projects it is seen that aver
th:ree-quarte.r of total private dollars leveraged occurred in Greater
Minnesota. Even excludinq the two 1aJ::ge projects, almost 60 percent of
the private dollars were leveraged cutside the 'IWi.n cities metropolitan
region.

In many instances it is m::>re useful to look at the regional
distribution of DEED finarK:ing in relatial to the regional distribJ:tion of
pop.1latial. Table 5 presents this informatiem by showing per capita DEED
project finarK:ing by reqiem.

TAmE 5

PER CAPITA
DEED FINANCING BY RmICN

(a) (b) (c) (d)
PRIVATELY

STATE :RJBLICLY I.EVERAGED OOUARS
.APPR)PJ:UA'lE) GUARANTEED (EXCWDIm 'IN)

RmION OOUARS OOUARS I.ARGE PROJECTS) (AIL PROJECIS)

West $4.50 $ 2.50 $16.80 $16.80
Northeast 4.30 .00 9.90 42.80
central .50 10.70 13.50 13.50
So.rt:heast 2.90 2.10 19.20 50.80

Greater MN 3.10 3.82 14.80 32.70

Metro .80 2.30 10.70 10.70

STATE AVERAGE $2.00 $ 3.10 $12.80 $22.70

In all cases the differences in regional assistance are even mre
striki.rg em a per capita basis.. state appropriated dollars have been
directed at those areas of the state experiencing the greatest econanic
ha:rdship. '!he west ani northeastern regions both received mre than twice
the state average of $2.00 per capita in public funds. rrbe Southeast also
received almost 100 percent more per capita than the state average. In
contrast, the central ani metro areas obtained less than half the state
average.

Publicly guaranteed dollars per capita, on the other bani, have gone
di.sprqxntionately to the central regicn of the state. '!his is the result
of the la:r;ge share of SBDLP ani aver one-third of the Minnesota Plan
projects financed in this region.
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FIGURE 1

Minnesota's Economic Regions

-Region
•••• ,. ROC
-County
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Finally, private dollars leveraged as a result of the state's
assistance have also been ocmcentrated in Greater Minnesota. Fran column
(c) Table 5 it is seen that the :r::ural areas of the state received a1Joost
16 percent Dm'e per capita than the statewide average. '!he rrwin Cities
metrcp::Uitan reqicm, in CCI'ltrast, got a1Joost 16 percent less per capita
than avenge. Even exclt.1d.iJq a $20J1l project in the scutheast, this part
of the stats benefitted 'fran the largest per capita share of privately
leveraged dollars. While the northeast received the least, only $9 per
capita, it received a1Joost $43 per capita with the inclusion of the large,
$1Bm project.

In sum, it can be seen that the majority of all dollars generated by
financin:.;J the survey -respondents has gone to those areas of the state in
greatest need. -

2.3 Regional Distril:ution of Jobs Created and Retained

'!he extent to which the state has Slxreeded in its econanic
developuent effort is often measured by the number of new jobs created
~ the assisted fizms. 'lhc:u3h this survey did mt: ask employment
:related quest!aw, an enployment pxme survey exupleted on JUne 1, 1986
gave current Employment data for all assisted businesses. '!he data
presented ally represents employment of those businesses that resporXled to
the survey.

'!he p,one survey identified bJo categories of jobs, created and
retained. created jobs are new jabs of a firm that previously did not
exist. Retained. jobs are those that previously existed, but 'WCW.d have
been lost had the business mt: received state assistance.

Jobs created by respon:lent businesses are of particular interest since
this will identify the type of businesses that generate the greatest
l1UII1ber of new jobs to an ecxmany. Table 6 shows created ani retained jobs
of survey respondents by i.ndustJ;y; jobs created ani retained per business
in each i.ndustJ;y are included in the last bJo columns.

TAmE 6

JOBS CREATED AND RETAINED BY INIX1STRY

JOBS JOBS
NtJMBER JOBS CREATED JOBS RETAINED CREATED RETAINED

OF AS OF AS OF PER PER

INIIJS1.RY FIRMS JUNE 1, 1986 JUNE 1, 1986 FIRM FIRM

Manufacturin:.;J 59 1,598 2,629 27 45
% of total 65% 88% 91.5%

Retail 8 81 18 12 3
% of total 9% 4% .5%

Wholesale 5 164 80 32 16
% of total 5% 8% 3.0%

savice 18 123 147 6 8
% of total 20% 6% 5%

other 1 1 0 1 0
% of total 1% 15% 0%

'IOI'AL 91 1,967 2,874 22 32
11



Manufacturirq businesses created the retained the largest percentage
of all jobs, 81 percent of created ani 92 percent of all retained jobs.
'!his, to a large extent, is a reflectia1 of the high percentage of
manufacturirq fiz1Ds assisted thra.1gh DEED.

A 1Im'e cxmparable figure is the :nnnt~· of jobs created ani retained by
irdustry l:ut: a1 a firm specific basis. Alaq with manufacturers,
wholesale trade fiz1Ds created ani retained the greatest rn.m1ber of jobs per
business. Both of these sectors created ani retained more than twice the
jobs per firm of the retail ani sm:vioe sectors.

Table 7 shews the break-cut of total jobs created ani retained by
pxogram. Federal Ec:x:ftDic Recxwery Grant recipient fiz1Ds retained the
greatest total rnmt>er of jobs, 1,229, or 43 percent of all jobs retained.
'!he state Ec:x:ftDic Recxwery Grant pnq;t:am ~ped to create the greatest
rnunber of jobs, 866, or 44 percent of all jobs created. Together these
two prog:r:ans helped to create or retain 65 percent of all jobs created or
retained by DEED's financial assi.stanoa prognms. '!his was expected since
the majority of manufacturirq fiz1Ds w:re financed thra.1gh these two
programs.

TABIE7

JOBS~ AND REmlNED BY J:"R:)GRAM

JOBS JOBS
NtlMBER ~ :RErAINED

OF PER PER
J:"R:)GRAM FIRMS JOBS~ JOBS REmlNED FIRM FIRM

MFI.P 8 174 73 22 9
% of total 9% 3%

MPLP 14 62 90 4 6
% of total 3% 3%

CHf.I 20 203 215 10 11
% of total 10% 7%

SBDLP 7 181 243 26 34
% of total 9% 8%

FERF 10 383 1,229 36 123
% of total 19% 43%

SERF 25 866 678 35 27
% of total 44% 24%

IDRE 7 118 346 19 49
% of total 6% 12% -

rrarAL 91 1,967 2,874 22 32

'lhose that received Federal Econanic Recovery Grants also created an:l
retained the greatest rnnn'bar of jobs per business, 36 ani 123,
respectively. As previously discussed these two pzograms financed a high
percentage of manufacturirq firms. '!he relatively high errployment levels
in manufacturirq firms explains why recipients of these two programs also
created and retained the greatest :number of jobs per finn.
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Businesses that :received small Business DevelOJ:iiSilt loans also had a
high rnnnber of both created am retained jobs per business, 26 am 34,
respectively. As seen previously, the SBDlP progzant financed only
manufacturi:rq and wholesale businesses that, al average, have :relatively
high levels of enployment.

Businesses usi:rq the Minnesota Plan progzant, carprised only three
percent of total jobs created and retained by all respoment businesses.
'lbese firms also created the smallest rnnnber of jobs per business. '!his
was not surprisi:rq since a large portia'l of service firms, which have low
enployment levels, were financed thraJgh this program.

Finally, Table 8 presents a reqiaal di.stri.buticn of created am
retained jobs. Almost 80 percent of jobs retained or created by the
surveyed firms 'Were fourxi outside the 'lWi.n Cities metoropolitan area of the
state. '!be southeast captured a1JIart 30 percent of all jobs created and
57 percent of retained jobs. '!his large percentage of retained jobs in
the southeast is largely the result of cme fim that :received DEED
financi:rq to help it retain a1JIart 1,200 wrkers.

TAmE 8

CREATED REI'AINED

west 380 (19%) 404 (14%)
Northeast 393 (20%) 38 (1%)
central 201 (10%) 132 (5%)
southeast 561 (29%) 1,649 (57%)

GRFATER MINNEsarA 1,535 (78%) 2,223 (77%)

Metro 432 (22%) 651 (23%)

STATE.WIDE 1,967 (100%) 2,874 (100%)

'!he central l:'eg'ion benefitted fran onty 10 percent of jobs created and
five percent of jobs retained statewide. Virtually all of the central
l:'eg'ion's financi:rq came fran pzo:p:ans that, to a la:tge extent, have
financed retail am service firms, MPI.P am CHa. '!he lower employment
levels in these sectors :relative to manufacturi.rg firms explains the small
employment gains to this l:'eg'icn.
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3. a USE OF FtJNn9

3.1 Project Type By Imust.ry

'!his sectia'l describes ha\f the survey respc:n:Jents used the program
proceeds. Projects of the firms are broken dawn into the followi..rq
categories: new cc:nJ'b:uctia'l, expansicz of an existinq site, capital
equipnent purchases, and finally, renovatia'lof an existinq site. Table 9
shows the type of project financed by imustJ:y class.

While new c:xnrtrUctia'l was frequently cited by firms in all
iJXlu.stries, the five wholesale lu3inesses cited new cc:nJ'b:uction as the
reason for the loan in every instance. Manufact:uri.rq, retail, arxi service
w.sinesses identified new constructia'l as the reason for finarx:irg in aver
half of their projects. .

TABIE 9

USE OF FtJNn9 BY ImXJSlRY

CAPITAL
NEW EXPANSICH EXmPMENl' RENOVATION

INIlJS'lRY ~CN PUREOSES :RJRCHASES PUREOSES

Manufacturirg 58% 36% 39% 9%
Retail 57 14 14 29
Wholesale 100 0 0 a
8e%Vice 63 32 16 21
other 100 --2... 100 ~

AIL SECroRS 62% 31% 31% 12%

Expansion was the secord lOOSt CuililOl'1 reason for needing financirg.
'lhirty-one percent of all w.sinesses used the loan proceeds for expansion
purposes. More than in arrj other imustJ:y, expansions were financed in
manufacturirg•

capital equipnent p.u:chase.s~ tied with expansions as the secord
IOOSt canm::m reason for needing finarx:irg. Nearly 31 percent of all
resporrlents listed capital equipnent p.u:chase.s as a reason for receivirg
finarx:irg. Manufacturirg w.sinesses made capital equipment purchases 39
percent of the time. '!his was mre than twice as often as the next
w.siness type usirg proceeds in this manner.

DEED assistance was seldan used for renovation purposes. In fact,
only 12 percent of all w.siness resporrle.nts~ involved in renovation
projects. However, retail b.1sinesses frequently cited renovation as the
reason for finarx:irg. 'IWenty"';'nine percent of all retailers used their
loan proceeds in this manner. Renovatia'l was also relatively important to
service firms, with 21 percent of them usirg state :fun:3s for this purpose.

uQt::hert, projects such as the pu:rchase of pollution control equipment,
lease hold improvements, reJ:XNery after a fire, worJd.n; capital arxi start
up costs represented the least likely use of the finarx:in;;J prcx;:eeds with
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only nine percent of all b.1sinesses li.st.iIq "at:her" as the reason for
financing.

3 •2 Project Type by PIog1:am

Table 10 presents the use of DEED funds by procp:am. '!he <EiI am
SBDLP procp:aus financed the highest pe:rcentage of new construction'
projects. Ninety percerit of CHf.[ loans am all of the SBDLP loans went
toward new ca'1Struct.ia'l projects.

TABTE 10

USE OF, ,PUND3 BY :PR:)GRAM

NESf CAPITAL
~Q{ EXPANSICIf :RJRamSES RENOVATION

MFI.P 38t 38t 38t 0%
MPI.P 43 7 36 21
CHa 90 20 15 10
SBDLP 100 14 29 14
FERF 50 50 40 10
SERF 48 52 28 16
M:)RE ....n... 14 57 -.2...

AIL PBOGRAMS 62% 31% 31% 12%

As seen earJ.ier, state loans were not as frequently 'used for expansion
projects as new const:ruction projects. Businesses financed t.1'1rcugh the
state ani Federal Eoonanic Recovery P\Jrd programs listed expansion as the
reason for the financing mre frequently than all other progl:am.
participants, alx:ut 50 percent of the time. Minnesota F\.1n1 Loan Program
participants also cited expansions relatively frequently. '!he high
proportion of expansions financed by these three programs is a reflection
of their concentration in the manufacturing sector. As Table 9 sh.owed,
expansions occurred met often in this iniust:ry.

Businesses that used the Federal Eoonanic Recovery F\.1n1 ani a
canbination of two or mre programs listed capital equipne.nt purchases as
the reason for financing lla3t frequently. '!he Q.1NI program supported the
least percentage of capital equipne.nt purchases. Only 15 percent of a«r
fun:l recipients used their loans in this manner. Like the MPLP, a«r
loans have been relatively concentra:ted amrg retail and service firms
which operate with relatively small ano.mts of capital equipnent compared
to manufacturing concerns.

Renovation projects were the least frequently cited type of project
overall. only 12 percent of all respcn:lents listed :renovation as the
reason for DEED assistance. '!he now defurx:t, Minnesota Plan Loan Program
had the highest share of b.1sinesses, 21 percent, using state loans for
:renovation purposes. '!his was the result of this program.' s concentration
in the service and retail sectors. Finns in these sectors deperd on
public appeal of their residences to a greater extent: than do
marnJfacturing finns.
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4.0 SAlES OF SURVEY :RESRJmENTS

4.1 Industry sales

'!be value and the origin of a fim's sales are both iIrportant factors
to the state. Saal) sales growth, in general, lead to gains in state
inocme and employment. Firms sellin; to out-of-state markets benefit the
$tate by brin;in; ''new" inocme into the state that imllces qrowth in finns
of various irnustries.

Table 11 presentS 1985 sales data of respon:ients by in:1ustry. several
firms have been excluded. One fim was extraoJ:dinarily large which skewed
the sales distributia'l. several firms were eliminated becaUse their sales
data :reflected that of branch plants outside of Minnesota as well as the
Minnesota site. Finally, others were eliminated as no sales data were
given; met of these firms had :not been operational in 1985.

Total sales of the surveyed firms were about $40om ani the average
firm sold $sm 'WOrth of goods or services. '!he manufacturin; sector
aoc::clmted for 80 percent of total in:1ustry sales. Wholesale .firms made up
the next la:J:geSt share, a.1JIa3t 20 percent. ib.ese wholesale firms also had
the la:J:geSt sales I a.veragin; $13. 6m per firm. 'Dlis is aver three tiInes
the national average sales per firm in the wholesale in:1ustry. 'lhus
DEED's financin; tools are being' used by unusually large wholesale firms.

TAmE 11

1985 SAlES BY INIlJS'IRY

SAlES NUMBER OF~
($m)

Manufacturin; $328 53

Retail 4.4 6

Wholesale 68.0 5

service 10.0 16

other .03 .-1:

rroI'AL $410.43 81

SAlES PER FIRM
($m)

$6.2

.7

13.6

.6

~

$5.10

4.2 Past and Future sales Growth

01an;Jes in the level of a firm's sales are also iIrportant. '!he first
survey questia'l on charges in a firm's sales asked whether or not sales
charges. between 1984 ani 1985 had met expectations.

'!he majority of firms surveyed noted that their past sales had met or
exceeded their expectations (Table 12). Manufacturirg ani service
irrlustries had the greatest proportion of firms with better than expected
sales perfo:r:mance. Of the retail ani wholesale sectors I however I only
about 40 percent of the firms had past sales perfonnances that matched or
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p W1 12

amNG!S lH SAIlS I.EVEIS FR:M 1984 'ro 1985 BY SECI'OR

MANtJFACIURItli RJ:l7\U. WR)T§SN' SERVICE rorAL

ExcMrIed· or
Met Expectatia'B 76t 43' 40% 69' 70%

Did nat meet.
Expectatia'B 24 57 60 21 28

Not. Applicable .-Q.. .-Q.. .-Q.. ...lQ.... -L

rrorAL lOot lOot 100% 100' 100%

Minnesota !\Dd, FERF am SERF recipients had the highest percentage of
fi:Ims with past sales that:~ met: or exceeded their expect:atiCDI. (Table
13) 'lhis is due to the large portiat of marufact:urirq firms financed
t.h:r:'c\9'1 these pto;:p.:ans. 'I!le CHU: pmgxam also financed a high portion of
fil:ms with geed past sales g:rcwth. Close to half of the SBDIP recipients,
CI'l the other hard, had poor sales g:rcwth .in the past year. 'lhis
con:espcms to the poor sales g:rcwth of the ~lesale firms surveyed which
w:re heavily financed t.h:r:'c\9'1 this prcglam.

pm! U

QWIZS IN SAUS, 1984-85 Bl'~

MPlZ MPJZ eMf:[ SRO!p FERt $EBP lQ<E +OrAL

Met or Exceeded
Expectatiaw 8" 64' 70' 57' 7at 68' 85t 70%

Did not: meet:
Expectatiaw 12' 3A 20t 43' 30t 32' 15t 28%

Not Applicable lOt 2%

'rorAL loot loot loot loot loot lOot loot 100%
(Number of Firm) (8) (14) (20) (7) (10) (25) (7) (91)

'lb8 next survey questicn dealt: with the extent. of these sales
~. 0V8r:all, a1Dcst. 60 percent: of the firms experienoed sales g:rcwth
greater than· 10 percent~ 1984 and 1985. Fifty-nine percent of
manufacb.1rirxJ businesses and 63 percent: of service b.1sinesses c1a.i.med that
their sales levels grew by 10 percent: or greater~ 1984 and 1985
Crable 14). AJ.m:)st 43 percent of retailers saw their sales qrow by more
than 10 percent aver this time period. At: the same time, an equal .
percentage of retailers experienced either no change or an actual decrease
.in sales durinq the year. Wholesale firms experi.enc.irq sales g:rcwth of
more than 10 percent represented less than half of all wholesale
respoments•
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TABIE 14

ACIUAL SAIES GRCMIH, 1984-1985 OF~

MANUFAC:ItJRItG RErAn, Wfl)I.ESAIE SERVICE '!OrAL

Greater than lot 59% 43% 40% 63% 57%
Between +1% to 10% 17 14 40 16 18
No Chan;Je 5 29 0 0 6
Decreased 9 14 20 10 10
Not. Applicable ...lJL _0_ _0_ .....u.... _9_

'!OrAL lOot 100% 100% 100% 100%
(Number of firms) (59) (8) (5) (18) (91)

TABIE 15

ACIUAL~ GRCMIH, 1984-85 BY :J:"R:)GRAM

GRCMIH m SAIES MFLP MPLP CJt!NI SBDIP PERF SERF mRE '!OrAL

Greater than 10% 75% 50% 65% 57% 70% 44% 57% 57%
1% to 10% 12.5% 7% 20% 20% 28% 14.3% 18%
No c.han3'e 12.5% 21.5% 10% 4% 14.3% 7.5%
Decrease in sales 21.5% 12% 10%
Not. Applicable - ~ - ~ 14.3% 7.5%-- --
'!OrAL 100% 100% 100% 100% 100% 100% 100% 100%

Table 15 shows estimated sales growth of su:tVeyed firms between 1984
ani 1985 by program. Firms usi..n; the Minnesota F\.1n:1, FERF, am the CMNI
programs had higher than average prqx>rtions of firms experiencirg sales
growth of 10 percent or greater :between 1984 an:! 1985. St.rorg sales
growth in marnlfacturi..n; firms explains the high proportions of sales
leaders in the Minnesota F\1n:i an:! Federal Econanic Recove:ty F\lrrl
programs. St.rorg growth axoong the service firms corresporrls to the
successful growth of eM{[ progzam recipients. Interesti..n;ly, finns
receivi..n; assistance through the SERF program did not have the proportion
showing st::r:on1 sales growth as ~d have been expected given the large
portion of marnlfacturi..n; firms assisted through this program.

'!be Minnesota Plan program held the highest percent of firms with
stagnant or falli..n; sales :between 1984-85. '!his reflects its
conc.entration in the retail sector which had the poorest sales 'performance
of the survey responjents.

A large percentage of all firms, 61 percent, said that they expected
sales growth in the next year of greater than 10 percent (Table 16). Of
the marnlfacturi..n; bJsinesses, an ovm:wh.eJ.m.in1 majority of 73 percent
inllcated that they expected their sales to qrcM by 10 percent, or n¥:)re in
the year ahead. only 29 percent of retail, 40 percent of wholesale, an:i
42 percent of service bJsinesses expected sales growth of 10 perc:ent or
n¥:)re in the followin;;J year. A significant number of retail businesses, 28
percent, inllcated that they expected no sales changes next year. To a
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large extent their expectaticms may be based em past. sales perfe»:.mance in
this .in:mst:ry. .

Clearly, the manufact.urin:J bJsiness respcn:ients expect to be the sales
growth ·leaders amcn.J the various in:lustries.

TARTE 16

~as OF SAUS CHANGES m
'lEE NEXT YFAR

M1OOJFA.CIURllG RErAIL WHOI.ISAI.E SERVICE TOI'AL

Greater than 10% 73% 29% 40% 42% 61%
Between 1% to lot 22 29 40 37 26
No Q1an;e 2 28 0 5 6
Decrease 3 0 20 5 4
Not Applicable .--Qi --lii ~ ~ ~

TOI'AL lOot lOot 100% 100% 100%

Expectations of future sales growth of the firms, presented by program
in Table 17, were as expected. Minnesota Fulxl, FERF, SERF, which financed
manufacturers, am QfNI, which financed service firms, all expected to
have a higher than average p%opOl:tiem of firms with strag sales growth
next year. Minnesota Plan am SBDIP recipients, on the other han:!,
financi.n; retail am wholesale trade firms, respectively, expected slower
sales gains in 1986.

TAmE 17

~CH3 OF SAUS GRCWDI m 1986 BY P.ROGRAM

GR:MIH m SAUS

Greater than 10%
1% to 10%
No c.harge
Decrease in Sales
Not ~licable

'rorAL
(Number of firms)

85.7% 36% 70%
12.5% 28.5% 10%

28.5%
10%

7% 10%

lOot 100% lOot
(8) (14) (20)

SBDLP PERF

57% 70%
30%

100% 100%
(7) (10)

SERF

64%
28%

8%

100%
(25)

mRE

57%
29%
14%

100%
(7)

63%
25%

5%
4%

---lL

100%
(7)

4.3 Future Expansiem

'!he potential for future growth of a fim is seen, in part, by its
plans for product line expansiem. A clear majority of manufacturi.n; ani
wholesale business respcnients, 71 am 60 percent, respectively, -indicated
that they would be expandirg their product line within the next year
(Table 18). In contrast to the other J:usiness sectors only 42 percent of
service J:usi.nesses ani 29 percent of retail business respon:ients planned
to expa:rx1 their product line in 1987.
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TABlE 18

EXPANSI~ PIANS BY SECroR

FIRMS~ FIRMS EX:PECl'mG 'IO
'IO EXPAND PlUXJCl' MARE CAPITAL

LINE IN 1987 EXPENDI'IURES m 1987

71% 71%

29% 14%

60% 60%

42% 32%

....Qi ~

60% 59%

Wholesale

Manufacturirq

Retail

other

sm:vice

'!OrAL

capital experxiiture plans are also irXlicative of future growth. on
average, alm::st 60 percent of all suzvey resporXIents expected to make
capital experxiitures next year. '!he share of manufacturirq bJsinesses
that planned to make capital experxiitures was alxut 71 percent; the share
of wholesale bJsinesses, was 60 percent, the same as expected to expand
their product line. Fewer retail am service bJsinesses anticipated
makirg capital experxiitures than expected to expa.nd their p:roduct line.
only 14 percent of retail bJsinesses am 32 percent of serJice businesses,
respectively, planned to make capital equi.pnent pll:Cbases. Again, capital
equi.pnent is seen to be less important to :retail am serJice businesses
than manufacturirq am wholesale fizmg.

Table 19 presents experxiitu:re data by imustry for those finns that
anticipated makirg capital p.u:chases next year. OVerall, the majority of
finns makirg capital experxiitures next year expected to sperrl between
$100, 000 ani $500, 000. 'Ibis was to be the IOOSt caIU'OCm annmt of
experxiitures for manufacturirq am :retail finns. on average, serJice
sector finns planned to sperrl less than $100, 000. Of the five wholesale
finns, bvo expected to make capital experxiitures of aver $500, 000 next
year.

TABlE 19

OOLIAR AlOJNr OF CAPITAL EXPENDI'IURES BY INI:US'IRY

MANUFACIURING REI'AIL WHOIESAIE SERVICE '!OrAL

less than $100,000 29% 0% 33.3% 80% 33%
$100,000 - $500,000 57 100 0 20 51
$500,000 - $1 mdllion 7 0 33.3 0 8
OVer $1 mdllion ---2 ..-Q 33.3 ..-Q ~

'!OrAL 100% 100% 100% 100% 100%
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5.0 GEDGRMmC MARKErS

5.1 ReqicnU Dist.ri.lJutien of rnmstry sales

As disolSsed previously, the origin of a firm's sales are extremely
i:n'portant: to the state as firms sellin; to out-of-state cust::aners inject
"new" inccme into the state to induce growth in other firms.

Table 20 presents the geographic distrll::utien of the sw::vey
respcn:1ents' sales by irxiustry. Table 21 presents the same information
but en a percentage basis. '1bese tables show that manufacturin; was the
only sector to generate significant revenues frail art:side the state. 'nle
retail am wholesale. sectors sold approximately 95 percent of their goods
am services within Minnesota. Manufact:uri.nq firms, en the other haM,
sold only abaIt 23 percent of their goods within Minnesota. sevent:y-three
percent of .the remainirg goods were sold to other states am faIr percent
of goods manufactured by the surveyed firms were sold in foreign
camtries. In general, raHDanUfacturin; firms primrily served local
markets, whereas manufact:uri.nq firms served "export" or out-of-state
markets.

While service sector firms cxuld not CX""'pare to manufacturin; firms in
out-of-state sales, these firms were able to sell aJJoost 20 percent of
their prcduct:s to out-of-state cust::aners. Sixty-five percent of the
out-of-state sales even came frail cutside the Midwest region. on closer
examinatien this was seen to be the :result of cme fim in the sw::vey
classified as a bJainess sm:vice. Business services include advertisin;
agencies, data p%ocessin; am <XIIp1ter management facilities, research an::I
develquerlt labs, plblic :relations services, etc. All of these types of
savices are p.trCha.sed with :relative ease by out-of-state buyers. other
services such as auto repair, beauty shope, am health clubs, ha.tJever,
rarely are sold to other than "local" clients.

TAmE 20

REGIONAL DIS'1'RIHJIIICN OF 1985 INIXJS'mY SAlES
($In)

GEXX;RAHiIC
MARKET AREA MANUFACIURING RErAIL WHOIESAIE SERVICE OIHER '!UrAL

Minnesota $ 77 $4.2 $64 $ 8 $.03 $153
Upper Midwest 41 .2 3 .7 0 45
united states 198 .01 1 1.3 0 200
Foreign -la _0_ .......Q _0_ __0

~

'lorAL $328 $4.4 $68 $10 $.03 $410
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TAmE 21

REmctmL DISmIJlJI'Iaf OF 1985 nn:xJS'IRY SAIES AS A
PERCENT OF '1'01.MJ nn:xJS'IRY SAIES

GEXX2RAPHIC
MARKET ARFA ~ lffll"Au, WlPIES&E SERVICE ~ ~

Minnesota 23% 95% 94% 80t lOOt 37%
Upper Midwest 13 5 5 7 0 11
united states 60 0 1 13 0 49
Foreign ......J.. _0_ _0_ _0_ _0_ _ 3_

'1'01.MJ lOot lOot lOot lOot lOOt 100%

5.2 Q1an;Jes in GeograJ;tdc Markets

CharxJes in geograprlc market areas of fh'ns are important since gains
in national markets wcW.d brin1 increased "outside" incxme into the
state. Table 22 shcMJ that manufact:urin1 and wholesale businesses were
alone in their i.n1i.catia1 that they had significant. chan;Jes in their
qeograprlc market areas between 1984 and 1985. About. 24 percent. of
manufacturi.n.J businesses ani 20 percent. of wholesale businesses stated
that their geograprlc market areas charged significantly between 1984 ani
1985. (Because there wre a1ly five wholesale firms in the sanple, the 20
percent arises fran a chan;Je in sales distribJ.t.ia1 of a1ly ooe fim.)

TAmE 22

PERCENI' OF FIRMS~ SIGNIFICANl' CHANGES
m GEXX2RAPHIC~ ARFA

MANUFACIURING

24%

RErAIL

0%

SERVICE

5% 18%

Of the 24 percent. of manufacturin1 firms that rep:>:rted significant
c.han;es in their geograpuc market. areas, there was a gain in national
sales share of 41 percent. Minnesota ani Midwest sales of these firms, in
contrast, fell by a1m:Jst 30 percent.. !nterestin:Jly, all of these firms
were small as evidenced by annual sales of less than $lom.
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6.0 PRQJECl' STA'IUS WI'IHXJI' STATE ASSISTANCE

one key concern in relaticn to the effectiveness of econcmic
develq:ment pzograms is whether blsinesses receivirg assistance from the
state wculd have proc9!ded with their projects without the p.Jblic sector's
participaticn. Tables 23 and 24 shat1 the responses to that question.

overall, cnly 11 percent of the survey respon::lent:s ~d have
proceeded with their projects without the state's assistance. '!bat means
that 89 percent of all finDs would not have been able to proceed with
their projects at the preferred level of invesbient without state
assistance. A large· share, 37 percent, waJld have proceeded with their
projects bJt at a red1lCed level. Businesses that would have proceeded in
anotl1er state)or wculd not have proceeded at all am:sunted to alx:ut 52
percent of the tot:al ~ 'lhis indicates that the pro;t:ams have imeed
reached the group of bJsinesses they 'Were designed to reach. 'nat is,
DEED financirg has~ to tarqet these firms in greatest need, or
t:hcse finDs unable to obtain financirg fran private or other saJrCeS to
carplete their projects in M.innesot:a.

TAmE 23

Project status Manufactu:r!m Retail Wholesale service Total

WcW.d have proceeded 10% 12% 0% 17% 11%

Proceeded DJ:t at a
red11ced. level 34% 25% 40% 50% 37%

Proceeded DJ:t in
another state 27% 0% 20% 0% 19%

Would not have proceeded 29% 63% 40% 33% 33%

Number of finns 59 8 5 19 91

6.1 IrXlustry DistribJti.on

Table 23 also breaks c:kM1 project status without state assistance by
iniustrial classification.

'!he set'Vice sector had the highest percentage of firms, 17 percent,
irxiicate that the project would have proceeded without the state's
assistance. Manufa.cturirg finns, on the other hard, had the lowest
proportion irxiicatirq that their projects would have been able to rove
fol:WCU.'d.

A high proportion of service sector finns, 50 percent, in:licated that
their projects would have proceeded tut at a reduced level.

'!he ma.m1factu:rirg sector alone had a higher than average share of its
finns respond that their projects would have proceeded in another state.
Alloost 30 percent of the ma.m1facturin; respon::lent:s' were likely to pursue
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their projects cutside of Minnesota. Na1e of the retail or sm.vice sector
projects, :t1orNever, would have been lost to another state. '!his was
expected since these finDs generally start-up to serve local markets.

Fi:rms .in the retail sector had the highest ptqxn'ticm of projects
indicate that. they would not have proceeded, 63 percent. '!his probably
reflects the fact that. retail finDs often used. the financial assistance
for renavat.icm p.n:poses. rrbese projects, therefore, may have been seen as
1OOr& easily postponed than the mcpansicm plans, for exanple, of
manufacbJrirq fi:rms.

6.2 ProgLam Disb:ibuti.cm

Table 24 sha.t.1B the. response of bJsinesses by program as to whether or
not the project would have prooeer'ed. Again it. is seen that the Federal
am state Ecxn:Inic Reccvery Funi ptograms held the smallest. proportion of
fi:rms that WCAlld have proceeded withaIt DEED's assistance. '!his was
expected since these prognmlS financed a large percentage of manufactu:rirq
finDs.

Minnesota Plan am the SIDall 8Jsiness Developnent loan prog:r:ams had
the highest percentage of finDs indicate that their projects would have
ptoceeded b.rt: at a' redJtoed level. rrbese two progJ:amB financed many
sm.vice am wholesale finDs. One-half. of savice finDs am 40 percent of
wholesale finDs had expected to proceed at a lower level. (Table 23)

Minnesota Funi ani the Federal am state Econanic Recovery Fun:i
p:r:og:r:ams had the highest percentage of finDs indicate that their projects
would have proceeded in another state. Again, this is a :result of the
large prqxntion of manufacbJrirq finDs assisted through these three
p~.

Finally, finDs receivirq 'assistance through the Federal Econanic
P.ecxNery Fun:l, CIfiI, am Minnesota Plan (am nm:e than one program), all
had higher than average proportions of finDs irxticate that their projects
wtW.d not have proceeded at all wit.h.cut state assistance.

TABlE 24 }

PRlJECI' STA'IUS WI'I.HX1I' STATE ASSISTANCE BY PROGRAM

MFI.P MPLP <J.fNI SBDLP FERF SERF IDRE rrorAL

WOOld have proceeded 13% 14% 20% 0% 0% 8% 14% 11%
Proceeded b.rt: at

redJiced level 37 50 35 72 10 44 0 37
Wc11ld have proceeded
in another state 37 0 0 14 30 28 43 19

WOOld not have
proceeded -lL ..d2- -fi- ....1L .....§Q.. ~ -4.L ~

rrorAL 100% 100% 100% 100% 100% 100% 100% 100%

Number of projects 8 14 20 7 10 25 7 91
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7.0 ASS!SSMEN!' OF '!HE AIMINISIRATICH OF DEED'S
BJSmESS FINANCnI; PROGRAMS

7.1 Paperwork PJ:coessit'g, staff Professicnu.ism, Term and Interest on
IDan

'!he next set of questia'1S dealt with the respc:n3ents' perceptions of
various administrative aspects of the programs.

overall, processirq time for financial assistance was viewed favorably
by Dm'8 than half of -all assisted fh'ms. However, aver half of Minnesota
Fund ani Federal Eccn:Inic RecDvery program participants felt the
aR?licatim processirq time was too lCD;J (Table 25). A clear majority of
the businesses involved in the other programs had a favorable response to
the time involved in loan processirq. Sixty-fan- pe:rcent of the Minnesota
Plan program :recipients ani 65 pe:rcent of the Qt!NI recipients respon:ied
favorably to the applicatial processirq time involved.

TAmE 25

APPLICATICH PRX:ESSllC TIME

Mni MPI.P ~ ~ PERF SERF ~ 'IOI'AL

very favorable
or favorable 38% 64% 65% 57% 40% 56% 100% 59%

Not favorable 62 36 30 43 60 40 0 39
No opinial 0 0 5 0 0 4 0 2

'!be surve:j respordents were split in their views of the ease in
pa~rk processirq (Table 26). Two prog:tans received a significantly
higher than average negative ratirq al this factor, the M:i..nnEisota Plan
Loan Program ani the SBDlP. SERF pzog:tam :recipients, as well as those
receivirg assistance fran more than one PJ:ogram source, on the other harrl,
reported much higher than average positive ratin:3s. Participants of these
two p:tograns may be pleased by less paperwork or greater staff assistance
with the financial paperwork, especially canpared to recipients of MPLP
ani SBDLP f\Irx:S. (SERF ani FERF participants often were able to rely on
assistance fran <Xm1Imity staff.)

TAmE 26

FASE OF PROCESSllC '!HE P.A1?EIHJRK

~ MPLP eM{[ SBDLP PERF SERF K)RE 'IOI'AL

Very favorable
or favorable 50% 36% 45% 43% 50% 64% 71% 52%

Not favorable 50 64 45 57 50 36 29 46
No opinion 0 0 0 0 0 0 0 2

'!be professionalism of the staff was viewed as very favorable or
favorable by a.lno1t all respc:n3ents indicatirq a high regard for the
people administerin;J the programs. 0\Teral1, 94 pe:rcent of all state
business assistance :recipients expressed an extremely high degree of
satisfaction with the staff professionalism (Table 27).
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TABLE 27

l?ROPE3SICNALISM OF '!HE STAFF

HrtR MPLP .at:J1 SBDIP FERF SERF mRE TOrAL

Very favorable
or favorable 88 86 90 100 90 100 100 94

Not favorable 0 0 5 0 10 0 0 2
No opinicn 12 14 5 0 0 0 0 4

'!he lower than market interest rate chal.'qed by the programs generally
drew a favorable respa1S8 fran all program participants (Table 28) •

TABLE 28

n:t1'EREST RATE

HrtR MPLP ~ ~ FERF SERF M:>RE TOrAL

Very favorable
or favorable 88% 71% 72% 86% 70% 100% 86% 83%

Not favorable 12 22 20 14 20 0 14 13
No opinicn 0 7 10 0 10 0 0 4

'!he term or len:Jth of the loan was also viewed favorably by a clear
majority of the respordent:s (Table 29). overall, 97 percent of survey
respoments were satisfied with loan terms.

TABLE 29

TERM OF '!HE I.OAN

MFLP MPLP CMfI SBDLP FERF SERF M:>RE TOrAL

Very favorable
or favorable 100% 93% 95% 100% 90% 100% 100% 97%

Not favorable 0 7 0 0 0 0 0 1
No opinion 0 0 5 0 10 0 0 2

1be financial c::avenants of the loan also received a favorable response
fran 65 percent of the prc:xj%am participants. Ha.t1eVer, over half of the
SInall Business Developueut loan respordents viewed the financial covenants
unfavorably (Table 30). rnus program furx1s a larger proportion of total
project costs cc:upared to all other proglams. Because of this, the
restrictioos that apply to the operation of the business duri.rg the period
of the loan are often higher un:ier the SBDLP program than un:ier the other
progranlS.
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TABlE 30

FINANCIAL CXJVENANIS

~ MPLP ~ SBDLP PERF SERF MJRE 'IOI'AL

Very favorable
or favorable 25% 50t 50t 43% 90% 92% 71% 65%

Not favorable 25 29 30 57 0 4 14 20
No opinion 50 21 20 0 10 4 14 15

7.2 other Assistanc8 Acquired '!hrtu#l the Programs

'!he survey also inquired as to whether or not:: a bJsiness received arrj'
"fri.n:.Je" benefits frail the f~ial assistance process, in such areas as
bJsiness plarmin;J, or market strategy dsveloPterlt, etc. overall, 21
percent of the respcn3ents irdica.ted that they had received other benefits
(Table 31). Within the prog:rams, the Federal Eoonanic RecoveJ:y Grant
program had the highest share, 30 percent, of b.1sinesses irdica.te that
they had received other assistance. Firms obt:ai.ni.rq assistance fran ncre
than one fur'dirq source also felt that they had often received i.rrlirect
benefits fran the loan process.

TABlE 31

PERCENr OF RES:EamENIS RECEIVING OIHER T'a'ES
OF BENEF'I'IS BY PROGRAM

MFLP 13%
MPlP 21%
CHI! 20%
SBDlP 0%
FERF 30%
SERF 24%
M:JRE 29%

'IOI'AL 21%

Table 32 shcJrNs various types of assistance gained by firms am the
response by PXograln. Business plannirq assistance was the only "fringe"
benefit that respo1'XBrts cited relatively frequently. In order to receive
financial assistance fran DEED, all msinesses must submit a business
plan. In producirg this, DEED has been able to assist many small
businesses with their plannirq capabilities. overall, 14 percent of
respon:1ents irdica.ted that they had received msiness plannirq
assistance. within the prog:rams, the Federal Econani.c :Recovery Grant
pro::J"am and the CHI! program showed the greatest share of businesses
citi.n; plannirq assistance,. 30 percent am 20 percent, respectively.

I.ess than six percent of all firms received employment training
assistance. On average, only four percent of firms received marketing
strategy assistance, and less than three percent gained management skill
benefits.
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TAmE 32

BENEl"I'1S RECEIVED BY PROGRAM

MFLP MPI.P ~ ~ FERF SERF M:>RE '!UrAL

Business Plaming'
Assist:.aJx:e 13% 7% 20% 0% 30% 12% 14% 14%

nTlployment T.rain.irq
Assistance 0 7 0 0 10 8 14 6

MarketiD'J strategy
Assistance 13 7 0 0 0 4 14 4

Manaqement Skills
Assist:.aJx:e 0 7 0 0 10 4 0 3

7.3 Use of other Eocn:mi.c Developaent Qrganizatia1S am Programs

.'!he last questicn dealt with the use of other ecoranic developnent
organizatia1S am programs. Table 33 shews the use of other assistance
organizatiaw am pmgzams. 0Mi.nnesota EDployment am Ecx:n:mic Development
(MEED), an enployment traini.n:J program, was the a'lly heavily used
program. Bath the Federal am state Eocn:mi.c Recovery Grant recipients
am those that received financirq fran D:>re than one DEED program
frequently cited the use of MEED enployment train.irg programs. Industrial
Revenue Bo1"ds am other Employment traini.n:J pmgzams 'Were used by 17
percent am 19 percent, of all finDs, respectively. Federal Ecx:n:mic
Recovery F\.1ni recipients also used these two prog:r:ams JOOSt often. .'!he
other programs incl\XJe Industrial Developaent COJ:porations, Enterprise
Zones, the Ira'l Rarge Resoorce Rehabilitatia1 Board (IRRRB) am Uman
Developaent Action Grants. only seven percent of the total business
resporXIents cited these other assistance pmgzams.

TABIE 33

PERCENI' OF SURVEY RES:EaIDENI'S USING
OIHER ASSISTANCE BY PROGRAM

MFLP MPI.P CHI! SBDI.P FERF SERF MJRE '!UrAL

MEED 25% 14% 20% 29% 50% 40% 43% 31%

Tax In::rement
Financirq 0 7 10 14 30 4 14 10

Industrial Revenue
Bo1"ds 13 0 0 29 50 24 14 17

other Ellployment
T.rain.irq Prog:r:ams 13 7 10 29 40 20 29 19

others* 15 7 0 0 10 8 0 7

*NOrE: 'Ihe other assistance initiatives included: Industrial Development
COrporations, Enterprize Zooes, SEA Loans, Iron Ra:n:;re Resource
Rehabilitation Board am U:tban Developnent Action Grants.
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8.0 CXIClJSICI{

overall, tu;iness financin; dollars have been directed at those areas
of the state aperienciD;J the greatest ec::axDic distress -- the Iran Rarge
an:! the agriculturally depressed western ani sout.hem reqions of the
state. state ~iateddollars emanat.in; fran the Federal am state
F..cxn::mic Rsccve:ty Fl:Jrm1 i am Minnesota !Dan pzogzams especially, have been
targeted to these reqioos.

'!be majority of DEED :DJsiness financin; assistance between Py 1984 am
FY 1985 has ga18 to Jilanufa.cturi.rq ocmcerns. '1hree programs have financed
a large share of manufacturers, Minnesota PUnd, am the Federal ani state
Ecxmanic Rsccve:ty PUni programs. '!he other programs di srussec1 in this
report, Minnesota Plan, CJfiI, ani the SBDIP, were found to be heavily
cx:n::8J.trated in the retail am service sectors.

ReSults of this survey reinf0t.'C8 aJrIellt ec::axDic develqment policy
of t:argetirg the manufa.cturin; sector. First, manufacturin; blsinesses
were faJrd to create am retain the greatest mnnber of ja:s on a firm
specific basis. 'lhi.s refers to direct jets alaw am does nat incl\Xle
iniirect or "spin-off" jets created by growth in other sectors.

seccni, manufa.cturin; am \¥bolesale respcn:)ents had the best sales
performance of the varioos .i..mustries. Manufa.cturin; respon:1ents had the
largest picportion of firms with past sales levels that met or exceeded
expectations as well as the highest levels of growth in sales.
Expectations of future sales growth for manufacturin; firms far exceeded
that of all other in:mstrial sectors. .A1Joost 75 percent of manufacturin;
respon:ients expected to see sales growth of mre than ten percent in 1986.

'lhird, survey respon:1ents in the manufacturin; sector had the highest
percentage of their sales goin; to cut-of-state markets. In total, 77
percent of these firms' sales came fran cutside Minnesota, brirgirg "new"
incane into the state. In contrast, a1Joost 95 percent of wholesale and
retail trade products were sold to Minnesota custcmers. In general,
service sector firms also sold their prcxlucts in Minnesota. sane types of
services such as ":DJsiness services, II however, were lOOre readily sold to
cut-of-state patrons.

overall, it was faJrd that DEED's programs are apparently reachi.rg
those firms least able to obtain financirg fran other sources.
Eighty-nine percent of all firms would nat have been able to proceed with
their projects (at the preferred level of investment) without the state's
assistance. Manufacturirg firms had the highest proportion of respon:1ents
note that their projects would nat have proceeded.

Finally, the administrative staff of DEED received high marks fran the
majority of the survey respon:1ents, particularly in their professional
hanllirg of the financin;.· 'lbe primaty prog1OaIn canplaints addressed the
amount of paperwork ani the time needed to process the applications.
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Business Characteristics Suryey
This suryey Is desllned to allell Minnesota state business
assistance prolraml. As a recipient 01 state aSlistanee,
we ar. asldnl that you complete this suryey and return It
In the pl'Oylded eDYelope.

I. Gener.1 Igform.tlog

1. Company name:

2. Addrels:

3. City:

4. County:

5. Type 01 state ,sllst.nee reeehed:

6. Fiscal ye.r .pplieatloD reeehed:

7. What Is the primary nature 01 your business? (elrele
ODe number)

a) MaDufacturlDI 1
b) Retail 2
c) Wholesale 3
d) Serylce 4
e) other (please specify) __

5

8. Major product or serYlce (Indicate):

9. Indicate the type 01 project lor which you recehed the
assistance. (circle one or more numbers)

a) New constructloD 1
b) Expansion 2
c) Renoyatlon 3
d) Capital equipment purchase 4
e) other (please specify) __

5

10. Is the project completed, has the construction,
expansion or renoYatlon been finished or the capital
equipment purchased? (clrele one number)

Ves 1
Date completed: _

No 2
Estimate the percentage of the
project that is completed and the
completion date:

Percent completed _
Projected completion date
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Business Characteristics Survey
Pale 2

II. By.I",. Market Area

11. Estimate the leolraphlc dl.trlbutloa of your market
area, la· terms of IrOl1 sales, one year alO. (live a
percentale for eaclt area)

a) Minnesota
b) Upper Midwest except

Minnesota (Iowa, Wisconsin,
, N. Dakota, S.Dakota)

c) U.S. except Upper Midwest
d) Foreila

Tota. 100%

12. Has this leolraphlc distribution chanled In the last
year? (circle one number)

Yes 1 10 to 12a then continue
No 2 10 to 15 and continue

12a. What Is the current leolraphlc distribution 01
your market area in terms 01 Iross sales? (live a
percentage for each area)

a) Minnesota
b) Upper Midwest except

Minnesota (Iowa, Wisconsin
N. Dakota, S. Dakota)

c) U.S. except Upper Midwest
d) Forelln

Total 100%

13. If there was a chanle In your market distribution, how
important was the project to that chanse (by hiring
additional sales staff, etc.)? (circle one number)

a) Very important 1
b) Important 2
c) Somewhat Important 3
d) Not important 4
e) No chanle 5

14. Would you attribute the chanle in market area to any
other factors? (rank 1 throulh 4)

a) Local economic conditions 1
b) Chanles in competition 2
c) Reliona. economic conditions 3
d) National economic conditons 4
e) other (explain)

5

III. Business Activity

15. What is your annual Iron sales for calendar year 1985?
(Indicate) _
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Business Characteristics Survey
Page 3

16. Did your 1985 II.lei level: (circle one number)
a) Exceed expectatlonl 1
b) Meet expectatloDI 2
c) Not me.t expectatloDI 3

17. How did your ,sf011 salel chanse since 19841 (circle
one number)

a) Increaled more thaD 50% 1
b) Increaled betwee. 10% aDd 50% 2
c) Increaled betweeD I". and' 10% 3
d) Stayed the same 4
e) Decreased 5

18. How importaDt wal the project to chaDses 10 your sales
level? (circle one number)

a) Very Important 1
b) Important 2
c) Somewhat ImportaDt 3
d) Not Important 4
e) Project not completed 5

19. How much do you expect sales to chanse 10 the next
year? (circle ODe nUlllber)

a) Increase more than 500/, 1
b) Increa.e between 100/, and 50% 2
c) Increa.e betweeD 10/, and 100/, 3
d) No chanse 4
e) Decrease 5

20. How important do you consider the project's
contribution to your company's future growth? (circle
one number)

a) Very Important 1
b) Important 2
c) Somewhat Important 3
d) Not Important 4

21. Why would you cODllder the project Important or
unimportant for future srowth? (please
specify) -------

22. Do you expect to expand your product line, or di versify
your business In the next year? (circle one number)

Yel 1
No 2
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Business Characteristics Survey
Page 4

23. Will )'0. be maldal aa)' sllaUlcaat capital expeadUures
18 the ••xt )'••r? (clrcl. ODe Dumber)

Ye. 1 10 to 23. the. coatlau.
No ,2 10 to 24 aad coatlau.

23a. If yes, what- would be th. dollar amouat? (circle
one number)

a) Under 5100,000 1
b) . 5100,000 to 5500,000 2
c) $500,000 to 51,000,000 3
d) Over $1,000,000 4

VI. Program Assessmegt

24. Have you beeD coatacted by aay other states wlthla the
last year? (circl. oae aumber)

Yel 1
No 2

25. What is your assessmeat 01 the Minnesota business
assistance prolram(s)? (circle one number in each
cateaory)

Very Not No
Favorabl. Favorable Favorable Opinion

Application
Processing time 1 2 3 4

Ease of processinl
(Paperwork, etc.) 1 2 3 4

Professionalism
of staff 1 2 3 4

Interest rate 1 2 3 4

Term of loaD 1 2 ( 3 4

FlnaDcial coveDaDt. 1 2 3 4

Other (please specify) 1 2 3 4
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Business Characteristics Survey
Page 5

26. Ha. the state business assistance application process
helped youI' buslnesl In any other way? (circle one
number) .

Vel 1 10 to 26a thea continue
No 2 10 to 27 anel continue

26a. Please indicate the area of Improvement.
(circle one or more number(s»

a) BUliness plannlnl 1
b) Employee traininl 2
c) Martetlnl stratelY 3
d) Manalement skills 4
e) other (please specify) ____________ 5

27. Without the state's financial assistance: (circle one
number)

a) This project would have
proceeded anyway 1

b) This project would have
proceeded, but at a reduced
level 2

c) This project would have
proceeded, but in another
state 3

d) This project would not
have proceeded 4

I
28. Have you used other state or local economic development

programs? (circle one or more number(s»
a) MEED 1
b) Tax. Increment Flnancinl 2
c) Industrial Revenue Bonds 3
d) Opportunities Minnesota, Inc. 4
e) Economic Recovery Grants 5
f) Small Cities Development 6
I) Block Grants 7
h) Employment traininl 8
I) other (please specify) 9
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Business Characteristics Survey
Page 6

29. Plea.e indicate any additional comments, criticisms or
recommendatlonl that could improve the Department's
busla••a aSllstaace proaraml. (use the back of this
sheet U necessary)

Thank you for your cooperaUoli.

RETURN TO:

Minnesota Department of EnerlY and Economic Development
Policy Analysis Division
AUn: Scott Lindall
900 American Center Building
150 East Kellogg Boulevard
St. Paul, Minnesota 55101
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9.2 APPENDIX 2: E1JSINESS SURVEY CODE BOAm)

Variable #: Descriptor

m

YFAR
TYPE

REt{

CAPE

KTCP
QttN
CXlMW
oos
OFOR
DISC

Variable 2:

Variable 1:

Variable 3:

Variable 4:
Variable 5:

IdentificatiCll romt>er.
COde: 001 to 128
Developnent ReqiCll:
COde: 1-west,

2-Nort:heast,
3-central,
4-Metro,
5-southeast

state assistance Prog:tam:
COde: 1-MFIP,

2-MPI.F,
3-Q!NI,
4-SBDIP,
5-FERF,
6-SERF,
7-More than one progzam.

Fiscal year assistance received.
Type of l1Jsiness:
COde: 1- Manufacturin:.J,

2-Retail,
3-wholesale,
4-8ervice,
5-ot:her.

Variable 6: SIC standard Industrial Classification COde.
Variables 7 to 11: Type of project that was assisted:
Variable 7: NCXJ{ New COnstn1cti.on,

COde: o-Yes,
1-No

ExpansiCll,
COde: a-Yes,

1-No
Rerxwation,
COde: a-Yes,

1-No
capital equipnent p.trehase,
COde: a-Yes,

1-No
other for the type of project,
COde: a-Yes,

1-No
Project e::atpleted
COde: 1-Yes

2-No
1- (Percent canplet:ed)
Percent distribution of MN Business-1984
Percent distribution of UMW BUsiness-1984
Percent distribution of us business-1984
Percent distribution of Foreign OOisness-1984
O1an]e of qeograph.ic distribution:
COde: I-Yes,

2-No

Variable 8:

Variable 9:

Variable 13:
Variable 14:
Variable 15:
Variable 16:
Variable 17:
Variable 18:

Variable 10:

Variable 12:

Variable 11:
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Business sw:.vey COde Book

Variable i: Name Descriptor

Variable 19:- NMN Percent di.st.ribIt.ia'l of MN Business-1985
Variable 20: NtJtItl Percent di.st.ribIt.iat of {Htl Business-1985
Variable 21: NOS Percent. distribItiat of US bJsiness-1985
Variable 22: NPOR Percent di.st.ribIt.icm of Foreign 1:uisness-1985
Variable 23: l?RODi IlIp:)rt:a:rxs of the project to the chan;e:

CCX3e: I-Very IIIp%i:ant,
2-IIIp%i:ant,
3-8aDewhat IIIp%i:ant,
4-Not. IIIp%i:ant,
5-No. 01arge.

Variable 24: SAtES Anm:Jal gross sales for 1985.
Variable 25: BAal Oid ya.Jr sales levels:

QXIe: O-Not: AJ;:plicable
I-Exceed expectations,

. 2- Meet expectations,
3-Not meet expectatiCl1S.

Variable 26: PERCH Percent. ch.arqe in sales since 1984:
COde: o-Not AJ;:plicable

I-Increased JOOre than 50 percent
2-Increased between 10 ani 50 percent
3-Increased between 1 ani 10 percent
4-stayed the same
5-Decrea.sed

Variable 27: IPCS Importance of the project to cha.rqes in sales
COde: O-Not: Applicable

I-Very important
2-Important
3-sanewhat important
4-Not important
5-PrOject not c::carpleted

Variable 28: SAEX Expectations of sales changes next year
COde: O-Not aR;)licable

I-Increased D:>:re than 50 percent
2-Increased between 10 ani 50 percent
3-Increased between 1 ani 10 percent
4-No chan;e
5-Decrea.sed

Variable 29: PRGRO Import:alx:e of the project to future growth
COde: O-Not. Awlicable

I-Very Important
2-Important
3-sanewhat important
4-Not important

Variable 30: EXPRO Expect to expard your product line
Code: I-Yes

2-No
Variable 31: CAP capital experditures in the next year

Code: I-Yes
2-No
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Variable #: Name

Business survey Code Book

Descriptor

Variable 32: AlOlI' Dollar amamt capital e:xperx:liture
COde: 1~ $100,000

2-$100,000 to $500,000
3-$500,000 to $1,000,000
4-oYer $1,000,000
5-Not ~licable

Variable 33: CXNl' centacted by other states
COde: 1-Yes

2-No
Variables 34 to 4G-Assessment of Business assistance p%ogt;a1DS
Variable 34: APIH Applicat:icn Processin1 time

Code: 1-Vm:y Favorable
2-Favorable
3-Not Favorable

. 4-No Opiniat
Variable 35: FAPR Ease of processin1 the paperwork

Code: I-Vm:y Favorable
2-Favorable
3-Not Favorable
4-No Opinim

Variable 36: l"R>F Proffessianal!sm of the staff
Code: I-Vezy Favorable

2-Favorable
3-Not Favorable
4-No Opiniat

Variable 37: INIR Interest rate
COde: 1-Vezy Favorable

2-Favorable
3-Not Favorable
4-No Opiniat

Variable 38: 'mM Tetm of the loan
COde: 1-Very Favorable

2-Favorable
3-Not Favorable
4-No Opinion

Variable 39: FINo:> Financial covenents
COde: 1-Vezy Favorable

2-Favorable
3-Not Favorable
4-No Opinion

Variable 40: cmms other assessments
COde: 1-Very Favorable

2-Favorable
3-Not Favorable
4-No Opiniat

Variable 41: APPAS other assistance fran the application process
COde: 1-Yes .

2-No
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Variable #: Name

MEED
COde: a-Yes

1-No
Tax increment finance
COde: a-Yes

1-No
Iniustrial Revenue Borx:1s
COde: a-Yes

1-No
apporblnities Minnesota, Inc.
COde: o-Yes

1-No
Econani.c ReccNery Grants
COde: o-Yes

l-No
small Cities Developnent Block Grants
COde: o-Yes

1-No
Elrployment Training
COde: a-Yes

1-No
other programs
COde: a-Yes

l-No

Variable 49: TIF

Variable 50

Variable 51: CKI

Variable 52: Em

Variable 53: saB;

Variable 54: EHPl'2

Variable 55: omPR

1-P.roceeded anyway
2-P.roceeded at a red11ced level
3-P.roceeded b.tt in another state
4-walld nat have proceeded
5-would have proceeded at red1lCed level'

in another state
Variables 48 th.:r:oJgh 55-Used a:rrj other state or local developnertt
assistance
Variable 48: MEED

Variables 42 to 46-Additia1al areas of improvement:
Variable 42: lD3PL B.1Siness Plann.irq assistance

QXJe: o-Yes
1-No

Variable 43: EMPIR Enployment trainin:J
QXJe: o-Yes

1-No
Variable 44: l«lBT Marketirq strategy

QXJe: o-Yes
1-No

.Variable 45: !GI'SK Management skills
COde: o-Yes

1-No
Variable 46: 0lHSK other skills

QXJe: o-Yes
1-No

Variable 47: ~ Without the states assistance the project 'WOUld
have:
COde:
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9.3 APPENDIX 3: OPEN-ENDED gJESTICIS

Questicm 21. Why would you consider the project .important or UI'liJrportant
for future gzwth?

• we needed a larger area to beo::IDe more organized .. the ne"il Wildinq
was laid out for our use.

• Enabled us to increase fran 29 to 52 lodging units.

• SUl:Plied needed equipnent and floor space required for gzwth.

• Increased efficiency and therefore has made us more CUipetitive in the
marXst.

• OUr imustry is shrinkin:l. Holdinq our own is an imication of
success. '!be equipnent has helped our ability to CXiiiP=te very
materially.

• It gave an ·interest rate feasible in a time of ridiculous interest
rates - they are still high for small bJsiness (13%)

• JUst re-locatinq to Minnesota.

• 1. we have received fun:linq for g:rcwt:h and develc:pnent which WOJ1d
othetwi.se be difficult, 2. att.ra.ct:'.i.rq and training of personnel.

• '!be program. provides financial assistance to small C'XI1'lP8J1ies that
would othetwi.se not have the q:p:>rb.mity.

• To acquire capital equipnent in a mre timely manner.

• COUld not qraw without the equipnent acquired.

• Too much paperwork, hassle, and personal guarantees.

• COUldn I t expand without new Wildinq.

• Give much needed roan to oPerate properly.

• It has allowed us additional roan for storage and g:rcwt:h.

• Specialty equipnent p.ll."C'hased - increasing market.

• Image offim for clients am employees.

• we now have a base to start fran.

• Project created a new business - it base :fran which to develop growth.

• Provided us with offices and allowed us to leave hone.

• eaupetition forced me to expand.

• When the buildinq was Wilt we needed extra space.
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• To try to keep small rural tcwns prosperous..

• AdditicnU roaD for aspemhly ani inventories.

• 1. 1tin"e oc:mpatitive beaiuse of efficient: layout. 2. In'pressive
quart:em. tor new ani old custaDe:rs and prcspects.

• I.ocatia'lof office gives higher visibility ani easier access.

• '1be debt tm:den c:;reated CDJ1d drast..1aUly affect financial analysis
negatively. Positive .. if sales cxnti.nue to inprcve, very lorq term
cutlook CDJ1d be good if debt is :red1lCed.

• we can new present the prcduct: better~ serve custaners better.

• Expansia'l roan.

• caltrol because of CMnerShip of buildirq ani lani for expansion.

• ~ custaner needs for cheese. Without the buildirq we ocW.d not
have satisfied cur present custaners or tried to get any new business.

• Rent .. ove:d1ead and expansim capabilities.

• }br can offer custaners flexibility in materials in ani CAIt of cur
process storage available .. direct ship to their custaners.
I1tp:Lessive to custaners - w mean business!

• location .. efficiency.

• start:irq new business.

• Never received the seconj loan (for equi.pnent) when needed. Arr:I
advantages m buildirq and land loan (CHlI) percentage rates have been
met on open market, so any savin;)s there are negligible.

• All~ us to grow ani increase production capabilities.

• Larger volume, greater efficiency, better ~rk habits.

• we built a buildirq that allONS us greater cre::libility ani stability
with our custaners. we can now advertise more without the fear of
c:hatqin;J address yearly for lack of space.

• . Mcvirg fran 12, 000 sq. ft. to 27, 000 sq. ft. allowed roan for more
enployees, equi.pnent, ani storage necessary for increased sales.

• Without proper waste water disposal we would have to cease operations.

• Nee:Jed the manufacturirq capacity.

• Roan for expansion.

• Without it we ocW.d not have prcxiuced all the goods we sold.
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.. More capacity to build mrs products.

.. Important - w needed the additional storage roan for our increased
sales.

.. Important due to the 17,000 square feet it added•

.. ~ 'lbere wm no facilities like what we have to offer for us to expani
into.

.. To bette1: meet market deman:1s.

.. Important:because project: enables CX""pany to CXIlIpSte in a cost
effective manner.

.. Helped to hit a higher level of developneut of canpany which allowed.
better inncvaticm.

.. 'Ihe project:~ was an .inportant part: of the total recJ:Nery
process. Withcut the recJ:Nery, present arxi future sales levels would
not materialize.

.. rn. project: enabled us to expani production capabilities that are
shcwinJ significant results in our current fiscal year.

• It supplied start-up assistan::e necessary to establish a manufacturing
facility with volume efficiency necessaIy to becxma c:xJUpetitive in the
market.

.. Product in a growirg market with much potential.

.. we never 'WOUld have survived withc:ut it.

.. Added capacity to build.

.. Keeping people in JJrI resort year arourd.

.. To aCO"llY'date m:t'e people.

.. '!be addition of 3 cabins is an increase of $8,000 per year. '!be 5
winter cabins will give us another $6,000 to $10,000.

.. Fstablished credit with a bank.

.. It is .inportant because we needed the extra space ani equipnent.

.. Project: developed groundwork for future expansion.

.. Ve:ry. we rDW enploy 20 ani expect to double that in 1 1/2 years.

.. capital was freed up for develop.nent of new product ani market
expansion. .

.. Increased cxmpany's product line ..
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• let us CXI1tinue grcMth and expand employment earlier than anticipated.

• we needed assenbly and warehouse space before we could solicit larger
cxntract:s. Requires time before cantracts materialize.

• Without: the additicnU space and nmemizatia'l we could not continue
to o::atpIte in our market.

• t:Jninp:n:tant - the grant. was rather small.

• Producti.a'l capacity.

• Developnezlt of cur machine has qxmed new prospects for future markets
and has made our 0CI'p'ny' o::atpItitive in the i.ndusb:y.

• Iack of );ilysical space wculd not have allowed~ expansion.

• without: furx1in; we walld have taken a lot lager to get cpnational.

• '!be project: helped us to get~ the research and develCJfilli!f1't.

• we needed rOan for expansia'l to make D:n'e, sell Dm:'e, eam D:n'e.

• we still have extra floor space for future growth.

• Provides an e:xpanmd manufacturirg capability related to other __
manufa.cturirq facilities in Minnesota.

• Provide capability to produce product volume and variety to meet.

• Withalt the expansion, we wculd not be able to han:Ue the crowds.

• nte lC7.t1 interest rates provided by the project enhanc:::ed expansion in
Minnesota rather than elsewhere.
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Ques'tial 29. Please indicate arrJ additional OJiD!ents, criticisms or
rei::) .",ematiaw tha:t could inpraYe the Departments business assistance
pr:cgrams.

• we 'WCU1d reo ·'''.d a program recognizi.n] successful c:x:upmies and
mald.rg ft.lrmJ available for future expansicna as \lell as original
business startup expenditures.

• A panel or cxmni Mian cxmprised of businessmen may help staff
professicnUs judge viability of new products, services or enterprises
for which ft.lrmJ are given.

• 'lha pre-gxant/loan requirement whereby a'le DIJSt :budget dollar amounts
by activity, eq. new' canstructiat, purchasi.n] machine:r:y an:! equipnent,
etc. is a necessary guide to detemine if the loan/grant will be made.
A certain latitude shculd be given Grant:.ee to char¥Je line item budgets
as the business~. It walld seem that tax payers of
Minnesota, DEED, Grantors, an:! the Grantee walld all be best served by
a stan1axd grant CCIIpli.anoa~ system. we have instituted
such a system. It is both econanical an:! efficient.

• we wre very fortunate to have an econanic developnetIt specialist in
the city of to assist and c:x:xn'dinate all aspects of the
grant prog:tam. Without him, the paperwork could be overwh.el.min1 for a
private business. 'Ihe prog:roam has been a big help to us now an:!
particularly for the future.

• we have been approached by several sun belt states as well as South
Dakota an:! lae. It's very obvious that Minnesota needs to lower the
cxst of bJsiness doi.n] business. High wonc camp, high une11'ployment
tax, an:! high inccme tax are the JOOSt severe problems.

• Ksy element in DeparbDent I S marketing of programs must be local
govemment assistance who knows industry and can eammnUcate with
them.

• 'Ihe grant/loan program is a good one that has been critical to our
youn;J canpany. An:! while it is a good reason for doi.n] business in
this state, it does not art:weigh the various tax ove:tburdens that
Minnesota de1nan:Is. I support the loan program, but the tax climate
has driven out far IOOre jobs than this program will create.

• '!be removal of the 6% sales tax on blildirg materials 'WOUld help all
resorts~ an:! lltp:ove while costin:.1less. My $20,000 loan was
used to pay around $1,000 in sales tax so how much did your lower
interest rate at $10,000 of it really save me?

• Amclmt of JJrJnII!J.Y loaned should not be based on ~...r of people
e1played, or at least a lcu::ger amcwlt loaned for each person
enplayed. I can see this used in manufacturi..rg' but not for small
resorts.

• I thi.nk. we need. lOOre assistance programs like this for small resorts
so we can update and e:at'pete with the larger resorts.
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• SaDe staff people display haughty, if not arrogant attitudes•••with
little regard for value of time. CQnpared with other states we have
had disolSSiaw with, I'm sorry to say, I am not particularly proud of
our own.

• '!be amount of paperwork required is excessive. our opinim is that
aba.1t: 25t of the valUM of paper wculd have provided the necessary
infm:maticm.. '!be same infcmnatial was provided in many ways.

• Very fair program.

• Given the snccess of an individual b.1siness DEED sha.1ld be able to
help the same business fund another expansicm.. An:! not be turned down
beca1lSe an individual finance officer feels that DEED has done
enough. If 'We can show DEED that eccranic expansia'l can be
acxxmplished with a.ttside funds the goals of the DEED program should
be met. I still do not feel that 'We are gett.irg our "fair" share in
scuthwestem Minnesota.

• our business could daJble in size qiven the right prcgrams. (~1)

• '!be reserve of $130,000 of loan proceeds in a holdi.rg aoc::amt is a
hin:lrarx:8 to our C'XJ1'()'U1Y. A C'XJ1'()'U1Y exparx:ling into a new facility
needs all the capital it can qenerate. . our cash needs as we attempt
to fully utilize our new buildi.rg are great. '!he $130,000 could be
utilized to develop additional velUM through our facility creatirg
11¥n'e jc:i:8 and laNer per unit cveIhead.

• Have a better cartrol a'l the T.r:ust Bank that invest monies held in
escrcM. sorra...r sha.1ld have inpJ:t and say to inprove interest
recovery and charqes for such imvesbnents and to where they go.

• straighten cut Trustee. Project SUpervisor's role is "fuzzy" at best.
For fi:rms actirg as their own qeneral contractor the Project
SUpervisor's role is redta.pe.

• I felt the 503 program was a terrific program. My only complaint
caDeS fran the closirq. It was very difficult to keep cxml1111nication
lines open. 'Iherefore, sana of our paper;..1Ork was not in on time,
delayirq the debenture sale aba.1t: two months. one ccmnent I have is,
beirg this is such a terrific program, I think it should be advertised
mre. we ran upcn it by accident.

• Finance cxst for loan we felt was high. Re: SOft costs.

• I do not like to fill cut this survey fom as it bri.rgs back all the
frustratia1 and anger incurred durirq a time of extreme st::ru.gqle. The
aiiDient this sprirq by the perscm in the ARA program was a toR;>erl
When our president called for our papers again, the ccmnent was "I
didn't think you'd still be in business." Ani this was the person
sun;>osedly representinq us to the state px:ogramlll

• Bob Heck was super to 'WOrk with and very helpful. It was very
discouraqirq goirq through' the red tape because a small business
person just does not (and should not) have the, time to spend. Bob was
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very~ve however and the final interest rate was excellent!
'!hank you very DIJCh!

• we are located between in the middle of
nc::Mher8. No bank would help us and 0Junty has never tried an
IRS, so withcut the CHf.I ptograJD 'We never would have qualified for gny
private financ.i.D1. It's great to be here J:ut sure as hell has little
appeal to the biq DaleY in • I'm exparXlinq to and
TNCUld like to solicit sana additional help fran ycu. Dave Drum has
been most helpful J:ut the details of the loan cq:plicatiem have me
begged dcwn - seened like the BBA ale was easier. can I get. sane help
fran yaJr office?" '!banks a J::unc::h for the warehaJse help! (#64)

• we are very satisfied with all the help 'We received in processirg our
loan. we believe that ycu gave us the most professicmal service we
have received since 'We started operaticni in 1979. we think ycur
deparbDent is doirg an excellent: job. '

• My experience with the ptogralll has been unfavorable tlU1s far•••
* approval process after initial S\lbnission took way too lorq
• Debenture agreement was very qeneral in sane areas and very

restrictive in others••• aD:' attempts to resolve the isSI 1es are still
in process.

• COncem about the banks relationship to the project.

• Inp.tt em pitfalls other cxupa.nies have enccuntered 'when ta:Id.ng on
projects, ie. architects, banks, financial analysis.
PrOject analysis and inplt prior to start of project, maybe through a
referral program to consultants who are experts in each type of
project.
Possibly a board of aexxmplished business people to review projects
for flaws in design, layout, finances.

• PapeIwork necessary to finalize project was not already laid out from
the beginnirg. several doonnents prepared in application process were
done leavirg the impression JOOSt of hoops had been jlJIlq;)eC1 through but
when it came time to close another new set of paperwork was suddenly
necessary causin:J unexpected attorney fees and additional time delays
in closirg. left a bad taste in the participatirg bank and our lOOUth
in the bureaucratic approach.

• With progzams like the CHf.I 503, Minnesota will grow econanically. I
am inpressed with the department.

• '!be Department of Developnent hardled the loan cq:plication very well.
we're very haR;Jy with their professional help!

• st:cp givirg away the ship to attract cxupa.nies to the state. Assist
our haDe grown business with less real estate taxes, less cost for
unemployment and \/Orkmans' caop. I agreed with the elimination of
your office since little, if arr:!, benefit us. cost.

• '!he only negative·t.hin:J about the loan program we are involved in, is
that there was a penalty for early pay-off. 'Ibis, as far a$ I am
canoerned was saneth.in;;J that was unfair and tmjustified!
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• '!he sJ31VMi,nnesota plan is no lorqer in use, as I unders'tarn. However,
the SSA a);'lplication format was not good because it did not anticipate
cost at interim financirg for the oonstructionjrehab period. nus
actually was a very significant expense for start-up. A separate
oonstruction budqet and time/action projection 'WOUld have been
appropriate - time was xrone.y and no one in processirg was alert to
this. we knew it and brought it to the loan people (SSA) attention
but it didn't seem to "carprt:e" - we were short at closirg and had to
add another sizeable cash in fusion. Project was not overleveraged 
owner equity very high in canparison to any "assistance" program for
new' business. It could have been fatal to start-up success all else
bellq equal.

• set up time limit. say 30 days either go or no go and hold to it from
both sides.

• . '!he basic requirement when the application was made was for an
operatirg capital loan. '!his 'WOU1d have better served the needs of
this eatpany.

• '!he Minnesota Department of Energy and Econanic Developnent programs
have been an integral part of our suc:x::ess thus far. '!hey have enabled
us to accanplish our objectives despite significant non-operational,
but required experxtitures. We are very grateful am will attempt to
retum the benefits through enployment goal achievement (met thus far)
and active camra.mi.ty development for Business Development.

• '!he Department should be caranerrled for its activity overall in
MinnesOta. Without its assistance there 'WOUld not be the many small
firms in operation in Minnesota today.

• We feel the Deparbnent' s business assistance programs are excellent in
their intent. However, with the anti-business attitude that exists in
the state legislature, it appears you will be conti.nui.rq to fight an
uphill battle.

• 1. New enployee training assistance. 2. Property tax and sales tax
relief.

• our experience workin:1 with Bob Heck was very pleasurable. OUr
application was haniled speedily and professionally. We enjoyed
working with Bob - he always followed through and was always very
upfront with us.

• we felt Del Redetzke did an excellent job helpirg us with this
project. OUr only complaint is lots of paperwork, legal cost, and the
time it takes to get the loan processed. But we would like to say
thanks, with your help we were able to exparxi our operation which in
tum created four new jabs.

47




