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PROJECT OVERVIEW

The Rochester Area Economic Growth Plan is a comprehensive fivgear strategy coordinated by Rochester
Area Economic Development, Inc. (RAEDI) and the Rochester Area Chamber of Commerce to effectively
grow and diversify the economy of the Rochester metropo litan area consisting of Dodge, Olmsted, and

Wabasha CountiesWhi | e health care wil!/| al ways be cr eighi-c al to t
month planning effort will focus on creating a competitive environment for business growth across a wide
range of different Rochester Area employment sectors. TheEc onomi ¢ Gr owt h Pl ands full re

will determine the strategic actions necessary to enable the Rochester Area to truly think and act like a
region.

The Economic Growth Plan complements MayoCl i ni cds Destination Medical Center
of Rochester ds f oensivd Rlam,mandhagy nGnober pfr leeah and regional planning efforts

that will launch in the coming months and years. The organizers of the Rochester Area Econanic Growth

Plan, DMC, and other efforts are working closely together to ensure that processes arecomplementary,

research does notoverlap, and information is shared. The Economic Growth Plan is a fourphase process:

This Community and Programmatic Analysi s answers the question: how isgreater Rochester doing? The
resecarchassesses the metro areads tr endsdPadple iP@spdrity,ramde ar eas
Place 8 benchmarking its performance to three peer regions (Ann Arbor, MI; Madison, WI; and Sioux Falls,

SD) the state, and the nation. Leadership and Stakeholder Input sessions augment the perspectives

brought by the Steering Committee and serve as an opportunity for diverse constituents to offer solutions

and innovative ideas for the Economic Growth Plan.

The Target Sector Analysis assesses the Rochester Areads economic str
occupational composition, training resources, and other factors to identify a well-refined list of business

sectors to target that will highlight the most important existing and the most promising emerging

opportunities for RAEDI and other partners to pursue.

Findings from the first two phases will frame the challenges and opportunities that need to be addressed in

the Economic Growth Plan . ThePlanwi | | activate the Chamber and RAEDI &6s m
growth and diversification through a focus on expansion, small business development, and selective

marketing, recognizing the partners and holistic elements that must also be considered for maximum

success.

The final stage of the process is the Implementation Plan , an action-oriented report that operationalizes

the Growth Plan recommendations and assesses the capacity, resources, timing, angartnerships necessary

for implementation to be successful. Importantly, the final report also provides benchmarks and

performance measures to track implementation progress and assess the Rochester Ar e
activating the Growth Plands recommendati ons.

At the end of the process, RAEDI, te Chamber, and its partners will have a clear roadmap for promoting
regional economic growth and diversification.
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INTRODUCTION

This analysis of the Rochesteyf Minnesotaar e ads strengt hs, chall engW®aket and oppc
Streeb s f r a me imestigatingo three critical aspects of a community to reveal its economic

competitiveness as a place to live, work, and do business these aspects areits people, their prosperity ,

and its quality of place. The Community and Programmatic Analysis presents multiple dstoriesd that

emerged from analysis of recent Rochester Area trendsand feedback from local stakeholders. These stories

hel p paint a picture of metro Rochesterds growth trajec:
competitiveness for jobs and talent. Key findings from the Community and Programmatic Analysis will

directly inform the development of the Rochester Area Economic Growth Plan itself.

As will be seen throughout this document d and can most likely be assumed by anyone who knows even
the slightest bit about Rochester 5t he Mayo Clinic | ooms | arge in the regi
employer in the state of Minnesota and a globally-r ecogni zed health care ©brand. RO ¢
growth & both economically and de mographically & has strong ties to expansion at the Clinic. As Mayo has

spurred Rochesterds recent economic and popul ation gr owt
barometer for t he r egi onds Thedecentypassee Destination Medical Center initiative is

poised to transform Downtown Rochester into a destinatio n for medical care for patients from across the

world. Under the bill, Minnesota will spend up to $404 million over the 20 -year timeframe of the project to

leverage $3.5 hillion invested by Mayo in its Rochester campus and an anticipated $2.1 billion invested by

private parties in a designated DMC economic district in the central city. Projections are that the initiative

will create over 30,000 jobs. The state aid is dependent onthe city of Rochester and Olmsted County

spending $128 million on DMC-related infrastructure projects.

Mayods si ze, breadt h, and influence in Rochester is also
regionds economy i s ovlesr | gr odvwetphe naredt wowml dMagy wf f er great.|l
cause contraction in the health care sector. Therefore,

Plan is assessing thefull three-county r e gi ond s competitiveness ford sectors
determining what the region must do strategically to better diversify its economy. The following table

provides additional detail differentiating the Economic Growth Plan, DMC, and also a forthcoming

Comprehensive Plan process to be launched by the Cityof Rochester.

Process What is it? Geographic Area Plannlng
Horizon
Rochester Area A strategy to address the challenges a
; 7. Threecounty .
Economic Growth opportunities necessary to grow the . Five years
e Rochester region
Plan Rochester region's economy.
Destination Medical An economic d_eyelopment Initiative to Principally the Twenty
make Mayo Clinic, Rochester, and
Center . . .. | Rochester core years
Minnesota a global medical destinatior|
City of Rochgster A plan to ensure thg City's growth is wi City of Rochester TBD
Comprehensie Plan | managed and sustainable.
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STUDYGEOGRAPHIES

RAEDI and the Rochester Area Chamber of Commerce both utilze a three-county service area as the
geographic scope of their strategic planning efforts. The service area includes Dodge, Olmsted, and
Wabasha Counties and represents the Rochester, MN metropolitan statistical area (MSA), a federally-
defined region based on commuting patterns that encapsulates economic activity that occurs in the area.
Throughout the research deliverable, the terms Rochester Area metro Rochester Rochester MSAgreater
Rochesterand Rochester regiorall refer to this three -county service area.

Throughout the Community and Programmatic Analysis the Rochester Area will be benchmarked against
three other economic regions that it competes with for jobs, talent, and patients. These three regions are:

V  Ann Arbor, Ml : Home to a nationally recognized medical school as well as a highly educated
population, Ann Arbor, MI continues to attract talent from across the country and globe. Though
Ann Arbor, Ml was deeply impacted by the recession, likely due to cuts in higher education and its
proximity to the financially troubled Detroit, the Ann Arbor, MI metro area has proven resilient in
the face of tough economic times. More than half of Ann Arbor, MI resid ents possesed a
bachel ords degree or higher in 2010, making it the t
country.

V  Madison, WI : The Madison, WI region has become a beacon for young, creative professionals
across the country. The University of Wis@nsin-Madison is a strong attractor for young talent but
al so possesses one of the nationés top ten medical s
produces cutting edge life sciences innovations including pione ering human embryonic stem cell
research as well asa strong, medically focused private sector.

V  Sioux Falls, SD: Sioux Falls, SD has enjoyed rapid growth over the last decade. Community leaders
have made a concerted effort t thrommamaniiesaehattinbllele r egi ond s
an extensive bike trail system. The regionfs growth
attracting diverse groups of people from across the nation and the globe. The region does not
necessarily compete with the Rochester Area for patients; howeve it is a community with a strong
sense of place attractive to talent looking to start their careers.

These benchmark communities were selected by RAEDI, the Chamber, and key local leaders based on a
matrix of information provided by Market Street In addition to these competing regions, trends across the
Rochester Area will be compared to state and national data when relevant and appropriate. Intra-regional
dynamics at the county-level will also supplement the analysis of trends at the metropolitan level.

PUBLIC INPUT

Quantitative analysis in this report was supplemented by a comprehensive public-input process. This
included a series of nine focus groups, 26 one-on-one interviews with top regional leaders, and an online
survey available to all regional stakeholders that garnered 2,596 responses Key constituencies targeted by
focus groups included: young professionals, entrepreneurs, bioscience and information technology
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business kaders, workforce development professionals, leaders representing th e regionods di ver
population, food and dairy producers, and specific sessions with leaders from Dodge and Wabasha
Counties.

NOTE: Public input is incorporated throughout the report in BLUE, BOLDED TEXT
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EXECUTIVE SUMMARY

In this Executive Summary, a+ corresponds to a POSITIVE trend, indicates a NEUTRAL trend, and
a [l signifies a NEGATIVE trend.

PEOPLE

The Rochester Area has seen steady population expansion over the last decade. Between
2002 and 2012, the region added 19,360 residents, representing an 11.4 percent gain.Of these
new residents, half (50.4 percent) were nonwhite. The Rochester Area grew fater than Ann Arbor,
MI (5.5 percent), Minnesota (7.2 percent), andthe United States (9.1 percent), though high-growth
Madison, WI (12.7 percent) and Sioux Falls, SD (22.0 percent) outperformedDespite growth in
non-white residents, the Rochester Areais still 85.7 white. Only metro Sioux Falls (89.1 percent)
had a higher percentage of white residents. Input respondents said Rochester was welcoming to
minority populations but not necessarily inclusive in terms of its public and private leadership.
Only 31.9 percent of African-Amer i cans taking the community survey a
Area is an inclusive, welcoming place where a diverse range of people can find social and
economic opportunities. o

Although the Rochester region is growing, positive net migration (residents who relocated
from other parts of the country and globe) represented a comparatively small percentage of
population growth.  Between 2000 and 2012, 67.6 percent ofnet growth in the Rochester Area
was comprised of total births minus deaths. Conversely, positive ret in-migration drove population
growth in Madison, WI (53.0 percent) and Sioux Falls, SD (60.2 percent)

I Popul ation growth within the region is unbalanced . Olmsted (12.9 percent) and Dodge (8.7
percent) Counties drove all of the Rochesterr e gi onds popul ation growth betwe
In contrast, Wabasha County has 168 fewer peopé in 2012 than it did in 2002, a decline of 1.3
percent. Though concentrating growth next to employment centers has benefits related to the
provision and cost of infrastructure and services, the fact that most economic data is assessed at
the regional level means that negative trends outside of Olmsted have the potential of
compromi sing the fullsitatimegi onds competitive po

Only five percent of populaton vie détveesnt therages of 280aadds24 in

2011, the lowest of all benchmark geographies.  To achieve the national average (7.1 percent),

the Rochester Area would need to add roughly 4,000 residents in this age cohort. Migration

patterns among met r o R o d&te 34tyear ofd population indicate that many are leaving to

attend college. Despite thistrend, t he Rochester Areads strong popul ati
64 age group show that working -age adults are either returning to & or locating in & metro

Rochester in competitive numbers.l n f act , t he 2BtoG8hyess-odldpopuldtionegge\d s

by 13.5 percent from 2006 to 2011.
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+ Rochester Area adults are well-educated . In 2011, 36.5 percent of metro R o ¢ h e satluisrages
25 and over possessed aBac hel or 6 s de dhree er eagri omidgh ehri.ghTy educated
partly due to the volume of well -educated international in-migrants to the area. More than half
(54.7 percent) of all international migrants who moved to metro Rochester between 2007 and
2011 possessed a gr adubdsmtd #s highe gglucatienal atminmient, ghe e r .
Rochester Area trailed Ann Arbor (50.9 percent) and Madison (42.5)f or B a eahdeabove 06 s
attainment by notable amounts. This highlights the ultra-c o mp et i t i ve t al ent bases o

top -performing economies.

B Despite high levels of educational attainment , many Rochester Area business leaders and
entrepreneurs said there is not enough specialized talent to meet their needs. This concern
was felt most acutely in the information technology sector where many employers are forced to
recruit talent in a multi-state area and even nationwide. Rochester Area manufacturers also
reported difficul ty finding skilled workers. Only 20.5 percent of entrepreneurs and small business
owners responding to the community survey either agreed or strongly agreed with the statement
oOur company has no trouble attracting skilled workers to the Rochester Area.6 Per public input,
difficulties attracting skilled talent to Rochester were most often the result of winter weather and a
feeling that there 0isndt epnotessigialtalest. doo6 i n the commu.l

+ Public -input respondents generally hel d t he Krl2 gchoolwistricts, both public and

private, in high regard. Community survey participants gave Rochester Areaschool districts a

below averageran ki ng i n onl y schowl(s) podde adpquate carea guidance and

col | ege anddtiudenismegelve adequate preparation foravarietyof car eer opportunit
Of t he tdeschoobdistiics, only three failed to meet Annual Yearly Progress measures set

forth by No Child Left Behind. Stakeholders are excited by the funding and development of C-

TECH, a new career and technical educatiorfocused Rochester Public School program on the

campus of the Rochester Community and Technical College.

I Metro Rochester has significantly less higher education capacity than most of its benchmar k
regions. Despite the regionds proximity to tieadendni ver si ty
and businesses would like to see additional four-year degree programming in the Rochester Area.
The region is more competitive for two -year degrees, but the vast majority of these programs are
health care related. In order to fill talent pipelines in information technology and manufacturing as
well as be competitive for business sectors besides health care, the Rochester Area wilheed to
diversify its college-degree programming.

+ Rochester Area families are financially healthy . Recent data show the region had the lowest
bankruptcy filings per capita (2.18 filings per 1,000) and poverty rates (7.2 percent) of all the
benchmark geographies. From 2000 to 2011, metro R o ¢ h e sperecapitas income rose 40.3
percent to $44,174, roughly equivalent to the comparison areas. However, over 42 percent of
Rochester Area households have incomes above $75,000, the highest percentage of all the
benchmark regions, the state, and nation. Importantly, the Rochester Area also had the smallest
percentage of households earning less than $25,000 per year.
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PROSPERITY

The Rochester Area economy survived the recession and is now growing steadily. Between
2007 and 2009, the Rochester Area lost 3,349 jobs, or 3.0 percent of its total employment. Health

care sector growth could not reverse the losses sustained int h e r e gmnswuctidors and

manufacturing sectors. By 2012, the Rochester Area gained backnearly half (1,677) of the jobs it

lost during the recession. However, t h e -recesgian @novils rateg (@.5 percent) was
slower than all the comparison regions except the U.S. The Ann Arbor (51 percent) and Sioux Falls
(2.8 percent) regional economies grew the fastest of the comparison areas during the period from

2009 to 2012.

Rising employment could lead to a tight labor market in metro Rochester. With the regional

economy growing, unemployment rates have fallen. T h e Rochester MSAG s mo st
unemployment rate (4.6 percent in April 2013) is below the state figure and well under the U.S.

average.The Rochester Areabds percentage of adults partic
looking for work) is the highest of all the comparison areas at 84.2 percent and has risen by 2.7

percent from 2007 to 2011. The next highest rise was Madison at 0.7 percent. Low unemployment

and rising | abor force participation could contract
unsustainable levels.However, survey responses indicded that overall talent availability has yet to

reach critically low levels.

The Great Recession increased the Rochester. Areads e
At the beginning of the recession in 2007, the health care and social assistance sectorepresented
34.5 percent of total regional e mp | oy ment . By 2012, ritsehte 37dd@arcers.r 6 s s har ¢

Seventy percent of that employment is located at the Mayo Clinic. This reliance on health care and

the degree to which the local economy is affected by federal spending led the Moody's Investors

Service to change the <city of Rochesterds and Ol mst

0 n e g a tnput marticdpants said that a more balanced economy will increase opportunities for

non-medical graduates and professionalsand otrailingé Mayo spouses to fi

and support wage, income, and population growth in Dodge and Wabasha Counties. The majority

of survey respondents citedt he Rochester Areads wundi stehallengd. i ed econo

Non -medical growth opportunities exist in the Rochester Area economy . Besides health care,

the metro Rochester employment sectors more concentrated than the U.S. include manufacturing

and agriculture, forestry, fishing, and hunting. Highly concentrated sub-sectors highlight the
Rochester Areads niche devel op daynpgroductpnarufadudngi t i es . T
(8.7 LQ); fruit and vegetable preserving and specialty food manufacturing (6.4); agriculture,

construction, and mining machinery manufacturing (3.5); medical and diagnostic laboratories (3.4);

office furniture manufacturing (3.1); metal and mineral (except petroleum) merchant wholesalers

(2.8); farm product raw material wholesalers (2.4); semiconductor and other electranic component

manufacturing (1.5); and motor vehicle parts manufacturing (1.3).
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TheRochester Ar eadsoemsystamé [ unelar -eevelapetd lbut evolving . Though

lacking a critical mass of entrepreneurs, supportive resources, investment capital,and business
management professional s, met r o Rmewhhelsssegpariieg. ent repr e
Resources such asMayo Clinic Ventures, co-working space Cube, the Minnesota BioBusiness

Center, RAEDI 6s Seed Fund, Ma yr,dhe Rdchestar Entrdprereur Network, Accel er
and others signal that entrepreneurship and technology commercialization is taking on greater

importance for regional leaders. Roughly 44 percent of entrepreneurs responding to the survey

rated the Rochester regionds entrepreneurial climate

B Certain components of greater R imon -coenpetitieer. 6Thoughu s i ne s s
efforts have been madetoaddr ess the city of R o c hhespesefrieddy c hal | en
development-permitting system, recommended improvements have yet to be comprehensively
implemented. Regional executivesalsor eport that recent changes to Minne
to high-income earners, intra-firm trade, and royalty payments seriously threaten Rochester Area
C-suite-level talent attraction/retention efforts and risk driving existing and prospective employers
to other U.S. states. Just over 43 percent of executives responding to the survey rated the
Rochester Areads business climate competitiveness as
fairness was one of the lowestscoring business-climate components on the survey.

+ The Rochester Ar ea i stopgereapitafpatentpeducera t .ilro 2081s the
Rochester MSA produced 5.06 patents per 1,000 employees ranking it sixth nationally out of 358
metros. Leading the way locally is IBM, which produced 3,016 patents between 2000 and 2011, or
78 percentof theregi ondés tot al awar ds. I BM is the worl dds t o]
operations account for ten percent of the companyds
manufacturing employment away from its Rochester campus, a number of local executives feel
that the | ocal divisionds tremendous rese-#.ermch capaci
presence in Rochester.

+ Mayo Clinic is a research powerhouse .Near |l y 100 percent of the Rocheste
in National Institutes of Health grants in 2012 were awarded to Mayo Clinic. These research dollars
represent an enormous federal investment within the community and speakto met r o Rochester 0s
global leadership in medical research and innovation. In 2011, Mayo allocated $595 million in
research and development activity in service of its research missiorf. That same year the Clinic
executed 64 licenses and options, created three startups, made 290 intellectual property
disclosures, filed 91 patent applications, and received $28 million in license income. These totals
compared favorably to both Ann Arbor and Madison in terms of intellectual property licensing and

number of options executed per capita.

1Mayo Clinicd6s three principle institutional missions are 1) practi
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PLACE
The Rochester Areads c ostDegpite anl averall nogt ofiligng slighttypet i t i ve.
hi gher than the national average, metr o Rochesterds

equalize above average costs for utilities, transportation, health care,and oot her goods ar
s e r v ilmperwantlyj Rochester Area residents pay less of their incomes on housing than all the

comparison geographies. A future concern could be rental rates, which are rising faster in metro

Rochester than all comparison areas. Some stakeholders feel that the DMC initiative Wl

exacerbate these trends by raising the property values in Downtown Rochester and adjacent

neighborhoods.

+ Public safety is a major competitive advantage for the Rochester Area. Violent and property
crime indicators were lower in greater Rochester than all the comparison metros. Fundamentally,
the Rochester Area is simply an incredibly safe con
geographies. |l mportantly, however, Rochester Area re
In focus groups and interviews, multiple respondents said they feel crime is rising in Rochester,
particularly in the central city. Survey participants also ranked crime and gangsas one of the
regionds top future chall enges.

+The Rochester Area is a very giving region with a
collaboration and collective problem  -solving. Though the Rochester MSA had fewer charitable
organizations than the comparison areas, per capita charitable revenue was hidner than all the
benchmarks. These data support feedback from public input participants that the Rochester Area
is a very giving community that effectively rallies around causes of importance to regional
residents. Newcomers were said to become assimilatedto this culture of collaboration and giving
and soon become active proponents. Over 60 percent of survey respondents said the Rochester
Areads quality of |ife was either competitive or ver:

Bl Greater Rochester ds 0qu alffedsyits desirabifity & @dosation dgat i vel y a
talent and companies. | nput respondent s menti oned a rel ati ve
environments in the city and region. This was reinforced by Walk Score, which described the
Rochester Areads sovecall devpeéhkddntd 6t and the weakest
regions. Focus group and survey participants, especially young professionals, desired a more
walkable, lively Downtown Rochester and more entertainment amenities. As it strives to make
Rochester a global destination for medical care, DMC will be focused squarely on these issues as
they relate to the patient and visitor experience in Downtown Rochester.

+ The city of Rochester is well positioned to accommodate increased growth predicted to
coincide with DM C implementation. Local planning officials said the Rochester urban services
area (city land served by water and sewerpipes) can accommodate up to 295,000 people per
allowable development densities. Impacts on transportation, land-use, and other elements will be
the focus of Rochesterds forthcoming Comptrasshensi ve P
availability were not said to be issues by input participants. Des pi t e the regionds grow

MARKET I

Page10 & July 2013



RAEDI ROCHESTER AREA

Rochester Area Economic Development, Inc. CHAMBER OF COMMERCE

Rochester Area Economic Growth Plan: Community and Programmatic Analysis

survey respondents identified the need for growt h-supportive infrastructure as one of the
Rochester Areaf6s priority competitive issues.

Local passenger air service is sub -optimal, but accessibility to Minneapolis -St. Paul

I nternational Airport serves man)Passengerenplenemest® and bus
at Rochester International decreased by 34.2 percent, or 54,707 passengers, from 2007 to 2012.

However, Rochester International serves as an important gateway to Mayo Clinic for charter flights

and private jets from all across the world. Locat n g patient Oconecsiceat ged serv
Rochester International is a potential value-added amenity that can further differentiate Rochester

as a medical destination. Mirroring trends in passenger service, air cargo at Rochester International

Airporthas decl ined markedl y. Over the past five years, t
27.2 percent, the largest drop of all the comparison airports.

B Access to broadband internet adr-mico®sngeprbpoesi sipemrdsn
Rochester Area. While Mayo Clinic has world-class broadband accessibility at its campus and
affiliated sites, this infrastructure is not available to outside businesses or the community at large.
The same scenari o exists at | BMd s c @apugduirdernet Out si de
connectivity is a principal competitive concern. Other than the city of Wabasha, the majority of
Wabasha Countyand virtually all of Dodge County struggle to provide high -speed connectivity to
businesses and residents.
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COMMUNITY AND PROBAMMATIC

ASSESSMENT

People

This section of the Communi't

Steady, locally -driven population growth

y and Programmati c

0 its people 0 is faring in light of recent instability in the national housing and labor markets. Finally, it will
assessther egi ondés ability to produce a
generations for a rapidly evolving and increasingly knowledge-intensive economy.

S u

stainabl e

Assessmen

wor kforce

Historically, the Rochester Area has @joyed steady population growth. The driving force behind much of

Rochesterds population gr owt h nawralepopulatidn eharige she simbec ade has
difference between the number of individuals who were born in the community and those who have
passed away. While international and domestic migration (individuals moving into the region from another
country or moving from within the United St ates but outside of th e region) have contributed positively to

the regionds oV ether greateg impasttismot tn raer muhrdbers but rather on increases in
diversity and educational attainment levels. As will be pointed out in the following section, migration

trends will be particularly crucialto met r o Rochester &8s

I nput respondents said that

drawn from residents that have migrated to the area from across the country and world, primarily

greate

r

a b i Highlyt skilled workfereces t ai n a gt

Rochesterds popul at

for opportunities at the Mayo Clinic. Even though their backgrounds are diverse, stakeholders said
cated by

that newcomers eventwually are incul

community collaboration.

POPULATION CHANGE2002 - 2012

Five Year Change Ten Year Change

2002 2007 2012
Rochester, MN MSA 169,413 180,690 188,773
Ann Arbor, Ml MSA 332,763 345,310 350,946
Madison, WI MSA 518,128 551,477 583,869
Sioux Falls, SD MSA 194,442 216,943 237,251
Minnesota 5,018,935 5,207,203 5,379,139
United States 287,625,193 301,231,207 313,914,040

#
8,083
5,636

32,392
20,308
171,936
12,682,833

%
4.5%
1.6%
5.9%
9.4%
3.3%
4.2%

Source: United States Census BureaguAmerican Community Survey

#
19,360
18,183
65,741
42,809

360,204
26,288,847

t he

%
11.4%
5.5%
12.7%
22.0%
7.2%
9.1%

Rochest e

Since 2002, greater Rochester added 19,360 new residents, an increase of 11.4 percent In percentage
terms, the Rochester Area (11.4 percent) outperformed Ann Arbor, Ml (5.5 percent), the state of Minnesota
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(7.2 percent), and the nation (9.1 percent). Madison, WI (12.7 percent), aided by a government
employment, a strong research university, and a renowned quality of life, grew slightly more quickly at 12.7
percent, with Sioux Falls, SD serving as the outlier with 22.0 percent growth

Some focus group and survey participants expressed conc!
growth, partially fueled by the DMC initiative, risks compromising the qualities that make Rochester

attractive for existing residents: low crime, good schools , negligible traffic congestion, and a mix of

small-town charm with big -city amenities. Issues related to growth management policies and

infrastructure capacity emerged as priority concerns on the online survey.

REGIONALRACIAL AND ETHNIC DSTRIBUTION, 201

100%
H Other

90%
80% H Asian

70% — M Hispanic

60%
Black

50%
B White

40%

30%

20%

10%

0%
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Contributingto t he r egi o habesheegpinaweasedi n t he Rochester Areads raci al
populations. Although the region, as of 2011, was nearly 85.7 percent white d the highest percentage of the

benchmark communities besides Sioux Falls, SD (89.1 percendt he Rochester Areads Bl ack
Hispanic (55.1 percent), Asian (8.1 percent) populatiors have grown faster over the five year period from

2006 to 2011 than the white population (0. 7 percent ) . Even so, metro Rochest
growth has been roughly equivalent with state and national rates.
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Looking at city-level data in the following chart shows that the city of Rochester has higher diversity
percentages than the region as a whole. The diversity rates of the major college towns in the analysis show
the most difference between regional and city-level data, with Asian residents especially showing up in
much greater numbers. This could be due to the presence of University of Michigan and University of
Wisconsin students in the counts.

CITY-LEVELRACIAL AND ETHNIC DSTRIBUTION, 2011
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As educational attainment data will later show, many of these diverse newcomers to the Rochester Area are
well educated and likely drawn to the region by Mayo Clinic employment. As Rochester continues to grow,
the region must continue to provi de a welcoming and accommodating atmosphere for the diverse group
of individuals and families choosing to locate there.

A focus group with | eaders of Rochesterds minority c¢commt
as a welcoming place for migrants of ¢ olor. However, while participants said the region is

welcoming, that does not necessarily mean that it is inclusive .0 We are not as inclusive a
as we are welcoming, 6 ac c &lecttd and appointeddocad leadeashipg ds avellp ant .

as the C-suites of local businesses are still predominantly  white and male. Focus group participants

expressed frustration that there  were limited opportunities for minority residents to be competitive

in local elections and that minority leaders were often n ot considered or recommended for top
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appointed positions in city and county government committees, boards, and commissions. If
minority communities ar-makiliong atta btlhees, @d escaiisdi oomne parti ci
supposed to make a positive impact on the city? Only 31.9 percent of African -Americans taking the
community survey agreed that oO0the Rochester Area is an i
range of people can find social and economic opportunitd.i

As stated previously, muchof metro Roc hest er 6 s p ogaubeattributechto ngtural poputation

change (births minus deaths). Over al2-year period between 2000 and 2012, natural population change

accounted for 67.6 percent of Rochest er 8s t ot al p o eturhigratia no(domegtic @st h . N
international) accounted for a smaller (31.8 percent) but significant percentage.Ofnet mi grati onds sha
total population growth, 27.7 percent is attributed to international migration & domestic migration

represents only 5.6 percent (©f the combined 31.8 percent). The fact that domestic migration is a net

positive is still notable, however. At the state level, international in-migration accounted for all population

change, with domestic migration actually representing a net population loss. The same dynamic was seen

in the Ann Arbor region.

tsl arger share of international mi gration speaks to the
gl obe, due, in part, the Mayo Clinicds rwptheasmblleron as a
share of domestic migration may indicate that the region struggles to attract talent from across the United

States.

Many young professionals pointed out during focus group sessions that th ere simply were not
enough amenities to attract or  retain young professionals to the area when the region is in close
proximity to talent magne ts such as Minneapolis -St. Paul; Chicago; Madison ; and Denver . Weather
was also mentioned by multiple interviewees and focus group participants as a significant ba rrier to
attraction of talent from more temperate regions. Only 36.7 percent of survey respondents aged 18
to 24 said that the Rochester Area can successfully attract younger residents from outside the
community.

A number of interviewees said thatthe Rochester Areads competitiveness as a
executive talent took a significant hit due to recent Minnesota legislation that increased personal

income taxes. The new o0fourth tierdé of personaurt i ncome t
their ability to recruit oOtop people. o6 Retired | ocal e X
0six months plus a dayo6 in another state to avoid the hi
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EDUCATIONAL ATTAINMET OF IN-MIGRANTS 2007 6 2011

Some College/  Bachelor's Graduate

Less than High  High School Associate's Degree or Degree or
School Diploma Degree Higher Higher
Rochester, MN MSA 8.9% 17.6% 25.8% 47.8% 31.1%
Ann Arbor, MI MSA 4.8% 16.1% 21.6% 57.6% 24.7%
Madison, WI MSA 5.8% 21.1% 25.3% 47.8% 24.1%
Sioux Falls, SD MSA 9.7% 34.0% 22.7% 33.6% 14.7%
Minnesota 9.1% 22.5% 32.3% 36.1% 10.7%
United States 13.0% 24.2% 28.8% 34.0% 13.0%

Source: United States Census BureauAmerican Community Survey

Despite the smaller percentage of population growth attributable to net migration , in-migrants have had a

profound i mpact on t he Rducatiorabattanmentlevelsaaddsskills capacity. Of all migrants

gained between 2007 and 2011 in the Rochester Area, 31.1 percent possessed a graduate degree or higher,

the highest percentage of all comparison communities. Ann Arbor, Ml (57.6 percent) was the only region to

attract more migrants wi t h Bachel ords degr ees o0/rThesdtgridemightbban t he
partially attributable to the draw of Mayo Clinic for highly educated migrants while the college towns of

Ann Arbor and Madison attract more students who stay on as residents.

The Roches tnematiosat m-anfyrants itended to be well -educated when compared to their
domestic counterparts. Over half of all international in-migrants (54.7 percent) moving to the Rochester
Area between 2007 and 2011 possessed a graduate degee or higher. Madison, WI (54.1 percent) was the
only other comparison region able to attract a highly educated international migrant population in

percentage terms. On the other hand, domestic migrants tended to have slightly lower levels of

educationalat t ai nment , although nearly half ( 4s6degiee. PrAyr c e nt ) po

Ann Arbor, Ml (54.6 percent) had a greater percentage of domestic migrants in this educational attainment
category.

Within the Rochester Area, both international and domestic in-migrants tend to settle in Olmsted County,

and, to a far lesser extent, Dodge County. Over a12-year period, Olmsted County was able to attract 8,487

migrants to the area, accounting for nearly 91.5 percent of all positive net migration into the region.

Domestic in-migrants came from all across the country, with representation highest from Cook County

(Chicago, IL MSA), Arapahoe County (Denver, CO MSA), St. Louis County Duluth, MN MSA) and Mower

County (Austin, MN Micropolitan Statistical Area). This trend is contrary to the experience of many U.S.

metros where in-migrants often settle in suburban or ex-urban communities. Olmsted Count y6s | ar ge
amount of undeveloped land, quality schools, and affordable housing likely contributed to this dynamic.

Ol msted Qoopulatibpny grewth remains largely driven by natural population change, which
accounted for 66.0 percent of the county 6 ®tal population gr owth over a 12-year period. The trend is even
more notable in Dodge and Wabasha Counties, where natural change accounted for upwards of 80 percent
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of their respective population growth . However, without a major anchor like Mayo Clinic to attract and
retain new residents, population growth in Dodge and Wabasha has lagged Olmsted over the previous 12
years. In fact, Wabasha County has actuallyost population during this period.

POPULATION GROWTH ({DEX = 100), 2000 8 2012

120
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85 T T T T T T T T T T T T 1
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= Dodge County, MN Olmsted County, MN = \Nabasha County, MN
Source:Uni ted States Census Bureau, Vi a Moodyds

In 2011, nearly 61 percent of workers within the city of Rochester lived in Olmsted County. The remaining
39 percent were split between surrounding counties including Hennepin (4.6 percent of all workers
employed within the city), Dodge (4.3 percent), Wabasha (3.3 percent), Goodhue (2.8 percent), Fillmore (2.8
percent), Ramsey (2.8 percent), Mower (2.6 percent)\Winona (2.4 percent), and D&ota (2.1 percent).

Regional variation in the Rochester Area was a  popular topic in public input sessions. Many said that
Rochester is a region in name only, with the differences between Olmsted and Dodge/Wabasha
Counties too great to enable a true regional cohesion around most issues. Others said that the
three -county federal MSA definition for the Rochester region did not reflect the actual market and

labor shed surrounding the city of Rochester. Multiple counties besides Dod ge and Wabasha were
said to be drawn into the regional dynamic, primarily
workforce.
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As data showed, over 90 percent of regional growth in the last decade has been in Olmsted Co unty.

The increasing regional concentrat ion of jobs and residents in Olmsted complicates efforts to foster

regional partnerships or consolidations of services. Some expressed concern, however, that the lack

of regional cohesion or perspective in the Rochester Area poses risks if DMC and other st imuli drive

population growth outside of Rochester/  Olmsted into outer counties. A lack of regional planning

and growth -management efforts could jeopardize the Rochester
lands and create scattershot growth patterns based on where existing infrastructure can

accommodate population increases.

Though this report primarily wutilized the federal def i n
analysis, the role that the non-MSA counties that surround Olmsted willplayi n t he regi ondés strate
should not be di minished. Site and corporate relocati or
o0l abor shedé when assessing whether a site wild.l sufficie

counties within a 50-mile radius of the potential relocation site are critical to whether that project

ultimately locates or expands in the Rochester Area. The Rochester Area Economic Growth Plan will take

into account issues and opportunities in the Rochester labors hed as they relate to the r
future and growth dynamics.

Building a Sustainable Wor kf orce to Meet Rochesterds Anticipated I

The quality of a communityds wor kf or c e-based econosythabp compet
values education and skills above all other assets. It is incumbent upon regions to provide their current

employers with the talent necessary to ensure these companies grow to their fullest extent. Workforce

capacity is also a pri me dmepetidverassnoaattract eatérnaleemplogersrimu ni t y86s ¢
targeted industries. Therefore, communities must strive to formalize a workforce development pipeline that

provides a sustainable supply of skilled talent tailored to the local occupations in demand.

A key component of that pipeline & and workforce capacity in general 8 is the age of the workforce. The
goal is to have a large enough supply of younger talent to supplant older generations as they retire. The
foll owing chart displaysmicshe Rochester Areads age dyna
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AGE DISTRIBUTION, 201
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In 2011, only five percent o f t he Roc hpmoputattomn wasé betwaeh she ages of 20 to 24 d the
lowest percentage of all the benchmark geographies. Ann Arbor, Ml (12.6 percent) and Madison, WI (9.3
percent) o both with four-year, public universities 0 possessed a higher percentage of 20 to 24 year olds.
Compared to the national average, the Rochester Area would need to add roughly 4,000 resdents between
the ages of 20 to 24 in order to achieve the national average (7.1 percent). As was pointed out during focus
groups and verified by migration trends, many of Rochest er 6 s -2l@ colhod likely purgue a r
education opportunities outside the region. In fact, between 2006 and 2011, the 20 to 24 year old
population declined by 1,920 people or 16.9 percent d nearly reversing a 19.3 percent gain in this age
bracket between 2000 and 2006. Of all Rochester Area outmigrants between 2006 and 2011, 33 percent
were between the ages of 20 to 24. Without a major four -year university in the Rochester region to absorb
these students, the goal of the area should therefore be to ensure these young professionals return to the
Rochester region after graduation to live and work.

Despite a smaller percentage of 20 to 24 yearold residents, greater Rochester maintains strong relative
numbers of adults in the prime workforce ages of 25 to 64. This bodes well for the sustainability of the
regi onds wleastKof thercameng years.
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As young professionals within the Rochester Area highlighted in focus groups, many of their cohorts

|l eave the regiorh ffari emad ¢ 60 yx 6 udtineother wards, placeggwitlo mae

youth -serving amenities like en tertainment and nightlife. Local businesses also report struggling to

attract young talent to the r egighn, hemrcet ifOoglT tothpatyp. ther e i s

in Rochester is forced to hire external talent and let them telework in order to meet its workforce

demands.

Young professionals and entrepreneurs had mixed opinions when discussing t he r egi onds abil it
attract young talent . On the one hand, they pointed to the buzz created around the Destinati on

Medical Center initiative and other plann ing efforts, which they felt would improve nightlife
downtownand gi ve them O0something to do.dé6 Young professionals
the potential transfor mat i on of Rochesterds downtown into a more wasa
abundance of shoppi ng and entertainment options that stayed ac
operating hours. On the other hand, young professionals had reservations regarding when these

changes would take place. Currently, many young professionals stated that family ties were the

principal reason that they either stayed in, or returned to, the Rochester Area.

Another reported workforce challenge was finding quality employment for so -call ed otrailing
spouseso of individuals who come to Rochester to work f
health care field, input respondents said, there are few high-wage jobs available in the three -county

metro. Certain non-me di c al professionals al so have di fficulty
opportunities and often are forced to leave the region.

Although many local youth leave to pursue higher education opportunities , the Rochester Area possesses a
welkeducated workforce. As shown in the following chart,
age 25 and overpossessedaBachad r 6 s degr ee o ralatgér gehcentageithan S2o0xFAalls (29.1

percent), Minnesota (32.4 percent) and the nation (28.5 percent). However, educational atainment levels of

Ann Arbor, MI (50.9 percent) and Madison, WI (42.5 percent)adults were some of the highest in the nation.

Over a quarter (25.9 percent) of Ann Arbor adults have a graduate degree or above. These data highlight

the competitive realities of e-drivenecuaiony. The comrhuoifesitkaht i n t od
are thriving are those with educational attainment rates well above state and national averages.

TheRochester Area (12.0 percent) had the highest percenta
a testament to the capacity of local two-year technical training institutions.
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EDUCATIONAL ATTAINMET, ADULTS AGE 25+ 2011
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Educational attainment levels within the Rochester Area are rising. Between 2000 and 2011, the percentage
of adults age 25 and over with a Bachelords degree or
to 14,112 new individuals in the Rochester Area with a fouryear degree over this period. Only Madison, WI

hi

(5.5 percentage point change) saw a si milAomArbon Mle i n Bact

(2.7 percentage points), Sioux Falls, SD (3.9 percentage points), Minnesota (4.9 percentage points), and
United States (4.1 percentage points) all lagged behind the Rochester Area.

The rising levels of educational attainment along withthe f act t hat , bet ween 2006 and
25 to 34 year-old population grew by 13.5 percent demonstrates that the Rochester Area is able to attract
post-collegiate graduates. This is a significant trend, with population growth in the 25 to 34 year-old

cohort accounting for 41.2 percent of all Rochester MSA growth in this five-year period. Contrast that with

metro Ann Arbor, which actually lost 25 to 34 year-old population despite overall population growth, and it

is clear that greater Rochester exertsa strong draw for workers in this age group. This dynamic is also

shown in metro Rochest erdegeeholdergcemparédaotie benchmatksregions.i at e
The presence of Mayo Clinic and the availability of thousands of jobs that require only a two-year degree is

likely a contributing factor to these migration trends.

MARKET I

Page21 9 July 2013

2



RAEDI ROCHESTER AREA

Rochester Area Economic Development, Inc. C HAMBER OF COMMERC E

Rochester Area Economic Growth Plan: Community and Programmatic Analysis

As has been discussed, irmigration (both domestic and international) of educated adults is a key
component of workforce devel opment . Ho bileyteeeducatejandst as i mp
train incumbent students and adults for locally available jobs. The ultimate goal should be the creation of a

workforce-pr epar ation opipelinedé that coordi nd2sgsseemtlithei ni ng f r
way through po st-secondary education. This pipeline should be customtailored to the needs of the local

business community through robust and ongoing partnerships between the private sector and education

and training institutions. This is especially germane in a region like Rochester that is so dependent on a

workforce trained for medical professions.

With a total enrollment of over 16,000 students, Rochester Public Schools (RPS) is the largest district in the
three-county region. The following table provides a statistical profile of RPS as well as the largest school
districts in the three comparison regions.

TREND DYNAMICS, LARGST K12 DISTRICTS

Rochester Public Ann Arbor Public Madison Metro Sioux Falls School
School District Schools School District District
Total Student Enroliment,
2012 - 2013 16,441 16,635 27,112 23,184
Five Year Change 233 216 2,357 3,178
Five Year Percent Change 1.4% 1.3% 9.5% 15.9%

% Students Eligible for Free
or Reduced Lunch, 2010 -
2011

Five Year PCT Change 6.7% 4.3% 10.3% 9.3%
Per Pupil Expenditures,

2008 - 2009 $9,162 $12,563 $12,688 $7,545
Five Year Change $1,567 $1,799 $986 $1,017
Five Year Percent Change 20.6% 16.7% 8.4% 15.6%

Student/Teacher Ratio, 2009

-2010 17.4 13.8 14.9

Five Year Change 0.3 1.5 1.1 -0.7

Graduation Rates, 2011 -

2012

Five Year PCT. Change 4.4% 0.5% 0.1%* -14.1%

Drop-out Rates, 2011 - 2012

Five Year PCT Change 0.0% -3.0% 0.9%* -
*2009 6 2010

Source: National Center for Education Statistics

Enroliment is growing in RPS and the Ann Arbor districts, but nowhere near as quickly as the Madison and

Si oux Fall s districts. RPS growth also does not correl
population. The percentage of lower-income students (estimated by the percentage of students eligible for

the federal lunch program) stands at 33.8 percent and has grown by nearly seven percent in the previous

five years. Madison Metro schools have the highestlowi ncome percentages at nearly he
student s. B-and-heduBeB-Biich dencemtage and growth are far lower than the vast majority of

MARKET I

Page22 ¢ July 2013




RAEDI ROCHESTER AREA

Rochester Area Economic Development, Inc. CHAMBER OF COMMERCE

Rochester Area Economic Growth Plan: Community and Programmatic Analysis

U.S. central cities and should not be of serious concern as yet. RPS data and trends in per pupil
expenditures, student-teacher ratios, graduation rates, and drop-out rates are all roughly equivalent with

the comparison districts except. I n fact2012BcR®BIGeagr aduat i o
was second to only Sioux Fallsd performance for that yea
These data corroborate feedback from public input, which generally praised Rochester Public

Schools as a quality system that has the trust of local parents. Even so, a handful of input
respondents said that they have either taken advantage o
their kids to non -RPS districts or have moved out of the ¢ ity to enroll their children in a suburban

district rather than risk that an open enrollment slot will not be available 2, They cited concerns

about RPS school guality and/or a ochanging student demo
These trends are not pervasive (as population growth data have shown) but nevertheless were

mentioned enough in public input to be notable. While largely positive, survey respondents pointed

out a number of changes they feel could improve Rochester Area schools. Quality of K-12 districts

also emerged as a key future competitive concern for those who took the survey.

Examining trends in the principal K-12 districts in the three-county Rochester MSA can also shed light on
performance dynamics and their impact on workforce development processes. Overall, ten schools (out of
14) performed above the state average in both 3" grade math and reading proficiency. Particularly high
performing school districts include Kasson-Mantorville (91.6 percent proficient in reading, 89.0 percent
proficient in math), Byron (92.4 percent, 89.0 percent), Stewartville (89.0 percent, 90.6 percent), Zumbrota
Mazeppa and PlainviewElgin-Millville (89 percent, 89 percent) public school districts. However,
performance declined relative to the state average in 8" grade reading proficiency. Triton (66.2 percent of
8™ graders proficient in reading), Stewartville (74.7 percent), Rochester (74.7 percent), Zumbrota (41.6
percent), and PlainviewElgin-Millville (76 percent) school districts performed below the state average. Only
nine school districts (out of 14) performed above the state average in both 8" grade math and reading
proficiency test scores.

In-district students are given enrollment priority over non -district students seeking open-enroliment entry.
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Despite the lower relative 8" grade proficiency scores, the majority of school districts within the region met
Annual Yearly Progress requirements set forth by No Child Left Behind. Only Rochester Public School
District, Rochester Off Campus Charter High, and Zumbro Education District missed one or more NCLB
criteria and did not meet annual yearly progress. Rochester Public School District and Rochester Off
Campus Charter High failed to meet one or more specific targets for economically disadvantaged students
as well as racial and ethnic minority groups for reading and math proficiency along with graduation rates.

Funded by a sales tax extension approved by voters in November 2012, a neweducational facility has many
ness and E€aleardechnicaEducatiom @anterrai Heigtz
(G-TECH) will serve as a statef-the-art, careerfocused facility bringing together Rochester Public Schools,
Rochester Community and Technical College (RCTCMinnesota State Colleges and Universities(MnSCU),
and the local business community to offer career and technical training for Rochester students.C-TECH will
be built on the RCTC campus, owned by the MnSCU, and staffed by vocational and technical teachers from
Rochester high schools. The campus is initially expected to serve 400 students per year and might be

MINNESOTA COMPREHENKVE ASSESSMENTS TESCORES BY SCHOOL DIRICT
MCA-II, 3rd Grade

State

Hayfield Public School District
Kasson-Mantorville School District

Triton School District

Chatfield Public Schools

Byron Public School District
Dover-Eyota Public School District
Stewartville Public School District
Rochester Public School District
Rochester Off-Campus Charter High

Zumbro Education District

Wabasha-Kellogg Public School District
Lake City Public School District
Zumbrota-Mazeppa School District

Plainview-Elgin-Millville

Reading
80.4%

72.6%
91.6%
80.2%

72.3%
92.4%
86.6%
89.0%
80.9%

85.3%
85.9%
90.7%
89.3%

Math
75.5%

68.7%
89.0%
84.2%

81.5%
89.0%
89.0%
90.6%
77.7%
57.7%

94.1%
84.7%
91.9%
89.3%

MCA-II, 8th Grade

Reading
76.8%

85.7%
79.6%
66.2%

81.0%
85.3%
90.2%
72.8%
74.7%

41.6%

82.0%
77.8%
77.4%
75.9%

Source: Minnesota Department of Education

n Rochesterods busi

Math
62.0%

75.0%
81.1%
44.0%

81.1%
79.3%
75.9%
68.6%
69.1%
79.2%

66.0%
67.4%
75.3%
68.6%

excited.

expanded to students outside of RPS. Career focus areas will be in health sciences, engineering, IT,
agriculture, construction, hotel and restaurant management, and other fields.
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Education and workforce professionals participating in a fo cus group said that C -TECH represented

a Ohuge step forwardo for the community and was an exan
together to create an innovative program. They report, however, that finding learning equipment

for students has been a challe nge. And further investment in career and technology focused

programs will be difficult considering current funding constraints.

The group said that Rochester & and K-12 districts in general d has a tough time adopting new
models of education. With roughly  one-third of its students eligible for free and reduced lunch, RPS
has to make front -end investments to address the different needs and social  -service requirements of
lower -income students. Participants also said that Rochester needs a more affordable and
sustainable pre -kindergarten program.

Though not home to a major four -year research university, the Rochester Area nevertheless has a growing

complement of two - and four-year institutions that provide degree programs for local students and adults.

The newest higher educational institution in the region is the University of Minnesota, Rochester (UMR),
established in December 2 0d@adintdtveRIGvetown lfabre,apracticmthatar e i nt e
will remain a mission of the University even as it dewelops its own stand-alone buildings. Developed to

provide a resource for production of health care graduates, some in specialized fields such as
echocardiography and sonography, UMR currently serves roughly 700 students andjust graduated its first

classin May 2013. Goals are for the campus to ramp up to 1,500 students in the near term and eventually

serve up to 5,000 students at full build-out.

The University Center Rochester (UCR campus houses the programs of Rochester Community and
Technical College (RCTC) and Winona State UniversitiRochester (WSUR). Together, the partners offer
more than 135 credentialed programs, with students taking the first two years at RCTC andfinishing up at
WSURochester (a process known as RCTCeurrentyanrdils appoxinfately 6,000 6 )
students annually in credit-based programs. Another 10,000 are served in noncredit and credit-based
workforce initiatives. WSU-R serves over 1,500 studets annually in undergraduate and graduate education.
Thirteen different graduate programs within six graduate degrees are offered at UCR.These include a joint
master's level program in Nurse Anesthesia with the Mayo Clinic and a joint master's level program in
education and nursing with the University of Minnesota.

Mayo Clinic is an independent, degree-granting institution accredited by the Higher Learning Commission,
North Central Association of Colleges and Schools, and the Liaison Committee on MedicalEducation. Its
Mayo Medical School enrolls a class of 50 medical students each year. Programs that combine the M.D.
degree with a master's in public health (M.P.H.) or a Master of Science in clinical research are also available.
The 2012 class of 50 studens was drawn from a total applicant pool of 4,327, 3,944 of whom were from
outside the state of Minnesota. As shown in the following table, the Rochester and Sioux Falls MSAs each
feature roughly ten percent of the enrollments of flagship-university regions Ann Arbor and Madison.
Metro Rochester conferred the fewest degrees in 2011 of all the comparison areas and had the second-
lowest student per capita ratio.
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HIGHER EDUCATION DYKRMICS

Number of Students Per 100 Total Degrees

Institutions Enrollment Residents Conferred
Rochester, MN MSA 6 7,186 0.4 1,379
Ann Arbor, Ml MSA 5 80,489 2.3 18,980
Madison, WI MSA 4 75,438 1.3 17,543
Sioux Falls, SD MSA 6 6,370 0.3 1,923

Source: National Center for Education Statistics

Further detail on the degree awards of the four regions are found in the next table.

DEGREE AWARDS, 2011

Degrees Conferred

Certificate Associate Bachelor Master

Rochester, MN MSA 327 835

Crossroads College 0 10 59 0 0
Mayo Graduate School 0 0 1] 21 38
Mayo Medical School 0 0 0 0 48
Mayo School of Health Sciences 38 0 1] 26 25
Rochester Community and Technical College 268 825 0 0 0
University of Minnesota-Rochester 0 0 ] ] ]

Ann Arbor, MI MSA

Madison, WI MSA
Sioux Falls, SD MSA

Source: National Center for Education Statistics

In 2011, just 4.3 percent of total degrees conferred in
level®> Ann Arbor, MI (57.3 percent), Madison, WI (50.1 percent), and Sioux Falls, SD (40.2 percent)
graduated a greater portion of Bachelordés degrees relati
Rochester Areafd6s higher educead i anh prapaicditygg i st lhhdagrhtlsy wip
degrees. Roughly 61 percent of all degrees conferred in the region were att he Associ ate®s degree
far higher percentage than Ann Arbor, Ml (6.5 percent), Madison, Ml (16.3 percent), and Sioux Falls, SD

(28.9 percent).

Degree completion categories for the Rochester Area further demonstrate the predominance of health care
programs in the region. In the 2011-2012 school year, 616 students in the Rochester Areagraduated with a

3 The University of Minnesota-Rochester (UMR)graduated its first class in 2013 Degree data for local branch campuses of the
College of St. Scholastica, Cardinal Stritch University, and Augsburg College are not reported separately from those institut o n s &
main campuses and therefore could not be included in this sample.
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health profession or related degree. The next largest degree completion categories were liberal arts and
sciences, generd studies and humanities (300); and construction trades (71). In contrast, only seven
computer science or information technology degrees were conferred in the 2011 6 2012 school year. With
the highly-ranked University of Minnesota, Twin Cities Department of Science and Engineering only 80
miles away, that program could also be a potential source of talent for Rochester technology firms.

TOTAL DEGREE COMPLEINS BY ROGRAM,ROCHESTER AREA, 20142012

Associate’'s Bachelor's  Master's Doctoral

Total Certificates Degree Degree Degree Degree

Health professions and related programs 616 201 282 21 38 74
Liberal arts and sciences/general studies/humanities 300 - 300 - - -
Construction trades 71 49 22 - - -
Business, management/marketing/related 62 14 38 10

Homeland security, protective services, and related 55 6 49 - - -
Biological and biomedical sciences 35 1 4 9 21
Visual and performing arts 32 15 16 1

Mechanic and repair technologies/technicians 18 18 - - - -
Theology and religious vocations 12 - - 12 - -

Source:National Center for Education Statistics

Public input participants, both in focus groups and interviews, often lamented the insufficient

number of job applicants trained in computer science, software engineeri ng, and multiple

manufacturing specializations. The majority of executives in these sectors said that a lack of

available talent was their number one competitive concern. Employers noted that recruiting

computer programming, computer science, and informati on technology -specific degree holders

generally requires employee searches in a much broader, six -state area around Rochester. Some said

they let employees tele -work from states as far away as Colorado just to have access to these

workers. Surveyrespondent s f el t t hat expandi ng -yeérdegrBeocaphctysaser Ar ead s
a priority local need.

Despite the prevalence of health care-related degree programs, occupations in the medical field topped

the list of jobs where openings outnumbered degree compl etions. Data show that the Rochesterr e gi on d s
largest openings/completions gaps were registered nurses (142 completions, 435 openings); medical and

clinical laboratory technologists (22, 49); physicians and surgeons, all other (48, 74); elementary school
teachers, except special education (0, 22); and physiciaassistants (0, 21).

A local organization has served since 1987 as the lead community advocate for increasing the Rochester
Areads higher e dGRAULCt (Greater Roehgsterc Advogates for Umersities and Colleges)
advocates and promotes practices that leverage the resources of regional public higher education
resources to best serve students, employers, and the community GRAUC principally evaluates and
advocates for public higher education projects for local sales tax reauthorization use and supports and
coordinates the missions of local public higher education institutions .
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The Rochester Area Chamber of Commerce, through its Workforce 2020 program, also advocates for the
development of a holistic education system. Comprised of educators, businesses, elected officials,
philanthropists, and non-profit leaders, Workforce 2020 strives to leverage area organizations and
opportunities by bringing them to a common venue where ideas and resources can be exchanged.

Education and workforce practitioners speaking in a focus group acknowledged that the Rochester

Area could do a better job of workforce planning. They said that businesses must do more to
communicate the workforce skills they need now and  what they anticipate requiring in the future.

Of the internship programs offered by local businesses, most are focused at the post -secondary
level with few opportunities available for high school students, according to the focus group
participants. Existin g relationships between businesses and training institutions were also said to

di ssipate after time because the programs are not O0inst:i
relationships to remain active. Input participants said the Rochester Chamber has been an important
convener between business and workforce development entities, citing Workforce 2020 as an
example of an effective program. But they said more could be done to connect education with the
regional entrepreneurial community.

Participati ng in a technology and bioscience focus group, business leaders  said there were few
opportunities for employees laid off from local technology firms. An excess of this talent caused by
reductions in | BMOs wor kf oO®@nctlee wieole,ahove everaexeewtivest filom all i s s ue.
employment sectors responding to the online survey said that finding qualified talent has not yet

reached a critical stage for their companies.

While the Rochester Area boasts a welqualified health care workforce and high educational attainment,
the lack of significant four-year degree-granting capacity could adversely impact the region in terms of
talent development and retention and corporate recruitment and retention. This is especially true for
business sectors such as manufaturing and computer science/IT where the Rochester Area has sub
optimal training capacity.

Household Wellbeing: Growing Wealth and Prosperity in the Rochester Area

Households within the Rochester Area are on averagefinancially healthy. Th e r e gi o rbénsfit ffommi | i e s
high-wage opportunites i n t he economyds robust health care, manuf act
sectors. Relatively low poverty rates, a smaller percentage of students who qualify for free or reduced price

lunch, and a balanced household income distribution with the Rochester Area are indicative of a

community where many residents enjoy greater financial prosperity than the average region nationwide.

Per capita income (PCI) is one of the best measures of the qualiy of life and potential buying power of a
communityds residents. PClI includes income received by a
well as other income from rental properties or investments such as dividends and interest. While many

factors can influence the PCI of a given area, educational attainment has a tremendous impact on an
individual 6s earning potenti al
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PER CAPITA INCOME, @00 - 2011
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Source: Bureau of Economic Analysis

As seen in the previous chart, a rising Rochester AreaPCl is a positive sign, especially as the Great
Recession ravaged many c .dOvenandi-year pesod, mete Rochester, MiN ¢40.8 r
percent) witnessed significant gains relative to Ann Arbor (17.0 percent), Madison, WI (37.0 percent),
Minnesota (36.7 percent), and the United States (37.1 percent). In 2011, the average Rochester resident
earned $44,174 6 higher than Ann Arbor, MI ($40,821), and the national average ($41,560)though still
below Madison, WI ($45,964), Sioux Falls, SD ($45,087), anté state of Minnesota ($44,560).

Although individuals and households in the Rochester Area have a greater degree of financial security
compared to many communities throughout the nation, the following chart shows that there is intra -
regional variation in the dynamics of these incomes.
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PER CAPITA INCOME, @00 - 2011
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Source: Bureau of Economic Analysis

In 2011, the average resident of Dodge ($38,067) and Wabasha ($39,457) counties earned significantly

below the average resident in Olmsted County ($45,721).As per capita income growth trends suggest, this
gap may be closing. During an 11-year period (2000 ¢ 2011), PCI grew by over 40 percent in both Dodge
(40.8 percent) and Wabash (47.6 percent)Counties compared to 38.7 percent in Olmsted. Employment
dynamics might explain both differences in PCl and growth rates. With thousands of high-paying health
care jobs, it is natural to assume that Olmsted would have higher incomes on average than Dodge and
Wabasha. Howe v er ,-leadihgnpspulatidndgeowtht @as alsw ted to increases in lowerpaying
retail, construction, and hospitality jobs. This

The United States Census Bureaucomputes household income by calculating the income of the
householder and all other individuals 15-years-old and over in the household, whether they are related to
the householder or not. Similar to per capita income, household income accounts for a variety of income
streams including wages and salary, selfemployment income, interest and dividends, retirement income,

and other forms of public assistance including Temporary Assistance to Needy Families and social security.

A household income distribution measures the degree to which this financial wellbeing is spread
throug hout the community .
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HOUSEHOLD INCOME DI$RIBUTION, 2011
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In 2011, nearly half of all Rochester Area households (42.9 percent) earned above $75,000, the highest
percentage of all benchmark geographies. Lowincome households (those earning under $25,000)
represented a smaller portion of all metro Rochester households relative to Ann Arbor (24.0 percent), Sioux
Falls (21.3 percent), and the average community nationwide (25.1 percent). Moreover, the Rochester Area
had the lowest percentage of its households (38.1 percent) who earned $49,999 or below; the national
average was 49.5 percent. Over the last five years (2006 to 2011), the distribution of households earning a
middle income ($50,000 - $74,999) has grown by 3.51 perentage points; only Ann Arbor, Ml (5.19
percentage points) saw a larger increase.

These positive trends are echoed by low and stable poverty rates in the Rochester Area. In 2011, only 7.2

percent of the Rochester MSA population met the federal poverty thr eshold ($23,283 for a four person

family with two children). In contrast, the national total poverty rate (15.9 percent) was more than double

the Rochester Areads rate. Bet ween 2006 and 2011, met r c
percent, well below the national average (2.6 percentage points) and the trends for most U.S. regions.

Assessing the full breadth of income dynamics in the Rochester Area paints a very positive and promising

picture of regional wealth -creation trends. The dominance and steady gains of health care employment (as

will be seen in the Prosperity section) in greater Rochester havea f f or ded t he regionds popul
opportunity to build wealth and limit exposure to poverty and income loss. However, slower PCI growth in
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Olmsted County dhome t o most of t hed coudgsignalnttats lowprgayind jabs that n
accompany population growth like retail, construction, and hospitality employment will eventually bring
the Rochester MSA individual and household income levels closer to the national average. So too would an
unforeseen contraction in health care employment due to factors such as the Affordable Care Act.
Therefore, the need to better diversify the Rochester Area economy that will be noted in the Prosperity
section and inform Economic Growth Plan recommendations is a key strategic mandate for the region.
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The Great Recession was a turning point for many communities across the country The collapse of the

housing market and ensuing financial crisis impacted every region throughout the nation; its ramifications

and resulting slow-growth economy are still being felt. With some communities in the country &

particularly in the Southeast & fully recovered from the Great Recession others struggle to reclaim their

pre-recession employment levels. This sectionexaminesa number of economic trends, including the Great

Recessi onds the nRoehester Aead s economic prosperity. Opportuni
diversification, entrepreneurship, and innovation wil!/l a
recovery and continued gro wth is sustainable.

The Rochester Area was not immune to the fallout of the Great Recession despite its heavily concentrated

health care economy (the only U.S. private sector to grow during those years). While the regionbds
care and social assistance sector(representing nearly 40 percent of total employment) grew during the

recession, highly cyclical sectors such as manufacting (-14.1 percent employment decline) and

construction (-19.5) contributed greatly to the thousands of jobs the Rochester Area lost during this time.

As shown in the following table, the Rochester Area (66 percent) withnessed comparatively robust pre-

recession job growth. Peak employment (113,110 jobs) over the ten-year period occurred in 2007, just

before the recession officially began. Once therecession took hold, greater Rochestef s r esi | i ent heal t |
sector could not counteract job losses in the construction and manufacturing sectors, among others.

TOTAL EMPLOYMENT, @02 8 2012

Rochester, MN MSA 106,142 113,110 109,761 111,438 6,968 6.6% -3,349 -3.0% 1,677 1.5%
Ann Arbor, MN MSA 221,629 217,195 209,544 220,183 -4,434  -2.0% -7,651 -3.5% 10,639 5.1%
Madison, WI MSA 346,148 370,517 359,364 366,786 24369 7.0% -11,153 -3.0% 7,422 2.1%

Sioux Falls, SD MSA 130,087 144,955 145,042 149,160 14,868 11.4% 87 0.1% 4,118 2.8%

Minnesota 2,899,733 3,022,544 2,896,645 2,954,873 122,811 4.2% -125,899 -4.2% 58,228 2.0%

United States 144,157,956 152,642,524 145,594,456 147,751,060 8,484,568 5.9% -7,048,068 -4.6% 2,156,604 1.5%
Source:EMSI

In percentage terms, the Rochester Area {3.0 percent) was certainly adversely impacted by the Great
Recession However, only metro Sioux Falls performed better during these years, actually growing

employment during the downturn . Conversely, metro Ro ¢ h e s t ened@ssionpere/éry has been less
robust than the all of the comparison areas except the U.S

By 2012, the Rochester Area hal gained back roughly half (1,677) jobs that it lost during the recession.

However, this recovery obscures the structural shifts that occurred in the regional economy during the

Great Recession. Praecession, health care and social assistance comprised 34.5 percent of the Rochester

MSAG6s total empl oyment . By 2013, t. Mheshealthicagrel ecenonlyas gr own
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sustained the Rochester region during the recession and has driven its growth in the post-recessionary

years, but the end result is that metro Rochesterods reli
ever before. In actuality, this trend had begun well before the Great Recession. Between 2002 and 2012, the

Rochester MSA added 5,826 jobs. During that period, the healthcare and social assistancesector gained

roughly 8,750 jobs while all other sectors of the economy combined lost nearly 3,500jobs.

An impetus for the development of the Rochester Area Economic Growth Plan was the realization

that the regional economy must become more diversified if the community is to maximize its future

potential. Public input only reinf orced this issue. Survey respondents cited the need for greater

economic diversification as t he Muldpgiintervibweestarmgocus o mpet i t i v ¢
group participants commented on the challenges faced by regional workers in non -health -care

sectors. Degree -holders in non -health-car e specializations, otrailing spou:
non-medical fields, and young people graduating from local high schools and colleges that have

interests outside of health care are all at a disadvantage if the y want to stay in the community,

respondents said. Executives also said it is often difficult to recruit C  -suite talent to Rochester

because they have no ol ateral é empl oymemorkaupportunities

Economic diversification was also said by focus group participants to be  critical for the Dodge and
Wabasha County economies. With different competitive assets and dynamics, increasing the
regional focus on a more diverse set of industries will ensure that more residents can live and work

in these communities as opposed to commuting to Olm sted and jobs at Mayo Clinic.

UNEMPLOYMENT RATE, @03 6 2013
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Source: Bureau of Labor Statistics
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Unemployment within the Rochester Area largely reflects trends seen in the overall economy during the
pre- and post-recessionary years. The Rochester Area sava spike (+2.9 percentage points) in its
unemployment rate during the Great Recession, however only Sioux Falls (+2.6 percentage points)
experienced a smaller rise in this indicator during this period. As the two economies with the highest
percentage of health care employment, these smaller rises in unemployment are not surprising. The

Rochester MSAG6s most recent unemployment rate (4.

well under the U.S. average.

Labor force participation rates (LFPR)offer a more nuanced view of employment dynamics within a given
area. Unemployment rates only measure the unemployment status of those who are actively seeking work
and receiving unemployment benefits. Yet many eligible workers may not be employed and may not be
receiving benefits for any number of reasons. LFPRmeasures the percentage of the potential workforce

that is employed or looking for work divided by the total working age population available from the U.S

6

perce

Census Bureau (ages 20 to 69§. The remaining adults comprise the so-c al | ed o hi dden wor kforce

they have dropped out of the workforce, given up looking for a job, or choose not to work.

LABOR FORCE PARTICAHION RATES
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Source: US Census Bureau

* Those that are no longer actively seeking work (have not looked for work recently) are not considered to be unemployed and
are therefore not considered to be part of the labor force. Those individuals that have accepted part-time work for economic
reasons 0 meaning that they would like full -time work but have been forced to settle for part -time work & are included as
employed individuals and are therefore included as part of the labor force.
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As seen in the previous chart, the Rochester MBAnot only had the highest LFPRof the comparables at 84.2

percent in 2011, but it was the only region besides Madison to see a rise in LFPR from 2007 to 2011. In fact,

the Rochester Areads LFPR rose almost f &®Rowrchesmesdashiggh
(and rising) LFPR coupled with a low (and decreasing) unemployment rate creates the real potential that

the regionds |l abor force could be approaching full emp |
labor shortages and wage-escahtion. This is especially true for sectors such as manufacturing and IThat

are already experiencingtight labor market s.

With the announced loss of | BM6 s manuf act uas ivell gs the steuctuaal shitisntlsat occurred

within the region during the recession, the Rochester Areahas become increasingly dependent upon its

world-renowned health care sector to sustain its economy. This reliance on health care and the degree to

which the local economy is affected by federal spending led the Moody's Investors Service in February

2013 to change the city of Redthasttie@gds faomdn OlsmAnbéad 6Cd on (e
entity's rating may be considered more or less linked to U.S. trends because of economic sensitivity to

federal spending reductions, dependence on federal transfers, or exposure to a capital market disruption.

In 2012, the Rochesterr e gi onds heal t h cmeesectonaccduntedofar B7al Ipercand of fotalt a
employment, with Mayo Cli ni ¢ compri sing roughly 70 percent of the s
over 100,000 in population have not only such a concentrated economy but also one so dominated by a

single employer. The following chart shows the degree to which the health care and social assistance sector

has increased its percentage of total employment in Olmsted County over the previous two-plus decades.

It currently comprises nearly 50 percent of Ol msted6s to
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HEALTH CARE AND SOG@IL ASSISTANCE SECTORS % OF OLMSTEBCOUNTY EMPLOYMENT
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According to many public input participants, the presence of Mayo Clinic in Rochester is the
communi tyds . This was aossisterit with online survey results in which Mayo Clinic was

named the regionos

top competitive advantage by

of Mayo poses challenges as well. The Clinic and its growth have made Rochester what it is today,

but that size and influence also frustrates companies that desire to do business with the Clinic but

are unsure how to formalize that relationship. Others, however, say that Mayo is their largest

customer and doing business with th
approach. Some employers also said t
especially in hard -to-find IT positions.
would also be a benefit to Mayo

e Clinicis j ust a matter of findi

hat they have lost one or more skilled employee to the Clinic,
Multiple input respondents said that economic diversification

Clinic by providing more opportunities for patients and

partnerships, additional job availability for spouses of Clinic workers, and the overall value a more

competitive region provides for its largest employer.

a

ng

In an attempt to increase businessto-business purchasing in the Rochester Area, theRochester Area
Chamber and Mayo Clinic are partnering on a new Supplier Diversity Initiative with the goal of expanding
opportunities for small, diverse local businesses. Mayo has already ommitted to sourcing five percent of

its purchases locally, a figure that amounts to roughly $60 million per year.

Besides health care and social assistance, retail trade is the only economic sector that employs more than
ten percent of Rochester Area workers. Average annual wages in retail ($22,793) are well below those for
the health care sector ($66,159) and the region as a whole. Besides health care, other higlpaying sectors
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such as Utilities ($76,923 average annual wage), manufacturing ($65,278), fimece and insurance ($57,401),
and management of companies and enterprises ($53,755) represent a small share of total employmentd 12
percent combined.

EMPLOYMENT BY SECTQR002 8 2012

Total 111,438 $47,864  100% 1.0 5296 5.0% 2.5%

Agriculture, Forestry, Fishing and Hunting 2,030 $24,331 1.8% 14 571 39.1% -2.1%
Mining, Quarrying, and Oil and Gas Extraction 35 $40,157 0.0% 0.1 11 458% 55.1%
Utilities 162 $76,923 0.1% 0.4 -30 -15.6% -7.2%
Construction 4,340 $43,486 3.9% 0.8 -1,663 -27.7% -11.6%
Manufacturing 10,705 $65,278  9.6% 1.2 -3,866 -26.5% -22.1%
Wholesale Trade 2,363 $52,478 2.1% 0.5 260 12.4%  -0.3%
Retail Trade 11,522 $22,793 10.3% 1.0 -292 -2.5% -2.1%
Transportation and Warehousing 2,471 $33,640 2.2% 0.7 228 10.2% 4.0%

Information 1,595 $45,522  1.4% 0.8 457 40.2% -19.8%
Finance and Insurance 1,863 $57,401 1.7% 0.4 -179 -8.8% -0.6%
Real Estate and Rental and Leasing 966 $27,600 0.9% 0.5 -3 -0.3% -3.4%
Professional, Scientific, and Technical Services 2,173 $46,218 1.9% 0.3 -307 -12.4%  15.9%
Management of Companies and Enterprises 656 $53,755 0.6% 0.4 187 39.9% 16.8%
Administrative and Other Services* 2,910 $23,134 2.6% 0.4 34 1.2% 5.1%

Educational Services (Private) 1,357 $20,233 1.2% 0.5 327 31.7% 26.8%
Health Care and Social Assistance 41,681 $66,159 37.4% 3.1 8,763 26.6% 23.2%
Arts, Entertainment, and Recreation 1,225 $12,750 1.1% 0.7 -39 -3.1% 9.8%

Accommodation and Food Services 8,082 $15,067 7.3% 0.9 829 11.4% 14.0%
Other Services (except Public Administration) 4,238 $21,230 3.8% 0.7 -68 -1.6% 6.3%

Government 11,050 $43,419 9.9% 0.6 64 0.6% 2.5%

*Other Services include Support and Waste Management and Remediation Services

Source: EMSI
AAW = Average Annual Wage

Location quotients (LQs) are usd to measure the relative concentration of regional employment in a given

business sector or occupation. When applied to business sector employment, they measure the ratio of a
business sectorf6s share of tot al r e g sharen ef ltotal enatipnblo y me n t t
employment. A business sector with an LQ equal to 1.0 possesses exactly the same share of total regional

empl oyment as that business sectords share of nati onal
possesses a location quotient greater than 1.0, this signals that the business sector is more concentrated in

the region than it is nationwide. Conversely, a location quotient less than 1.0 indicates that the business is

less concentrated in the region than it is nationwide. Location quotients are often used to provide an

introductory examination of the competitive position of a regional business sector as well as provide

insight as to whether a local business sector is capable of meeting local demand for certain goods or

services. &nerally, a location quotient of less than 1.0 is thought to not have the sufficient amount of
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employment to meet local demand, requiring residents to import those goods and services the sector
provides.

As displayed in the previous table, few metro Rochester industries are more concentrated than the national
sector. Agriculture, forestry, fishing, and hunting (1.4), manufacturing (1.2), and health care and social
assistance (3.1) were theonly sectors will LQs above 1.0. Of these only agriculture, forestry, fishing and
hunting (21.5 percent) and health care and social assistance (6.8 percent) had favorabldive-year growth
trends. Despite lower concentrations, a number of Rochester Area sectors had positive growth trends that
bode well for the ir future viability. For example, wholesale trade and transportation and warehousing grew
faster than the national average while the high-paying information services sector grew 40 percent during
this period, contrasted to a lossat the national level.

Analysisof subsect or concentrations is more promi si nQablef
and other subscription programming (9.1 LQ); dairy product manufacturing (8.7); fruit and vegetable
preserving and specialty food manufacturing (6.4); animal production (3.8); agriculture, construction, and
mining machinery manufacturing (3.5); medical and diagnostic laboratories (3.4), office furniture
manufacturing (3.1), metal and mineral (except petroleum) merchant wholesalers (2.8), farm product raw
material merchant wholesalers (2.4), semiconductor and other electronic component manufacturing (1.5),
and motor vehicle parts manufacturing (1.3) are all more concentrated in the Rochester Area than
nationally. The Rochester Area Economic GrowthPlan Targe Sector Analysis will further explore these
structural trends and advantages to identify target business categories that make the most sense for the
region to pursue.

Shifting from a focus on employment by business sector to an analysis of occupations provides an even

more nuanced understanding of the Rochester Areads

table provides a high level overview of the occupational employment and the given concentrations &
similarly measured by location quotients & within the region. It is important to note that this is a high level
overview and a more detailed narrative will be contained within the Target Sector Analysis.
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EMPLOYMENT BY OCCUPHON, 2002 - 2012

Total 111,438 $22.54  100% 1.0 5,296 5.0% 2.5%
Management 5,431 $36.91 4.9% 0.9 -362 -6.2% -3.6%
Business and Financial Operations 4,185 $26.94 3.8% 0.8 -120 -2.8% 9.4%
Computer and Mathematical 4,340 $40.06 3.9% 1.6 -969 -18.3% 10.3%
Architecture and Engineering 1,446 $34.76 1.3% 0.8 -546 -27.4% -4.7%
Life, Physical, and Social Science 1,502 $32.11 1.3% 1.6 296 24.5% 13.6%
Community and Social Service 1811 $21.45 1.6% 1.0 -212 -10.5% 12.5%
Legal 337 $35.02 0.3% 0.4 -6 -1.7% 3.9%
Education, Training, and Library 4,858 $1756 4.4% 0.7 407 9.1% 8.6%
Arts, Design, Entertainment, Sports, and Media 1,787 $17.92 1.6% 0.9 32 1.8% 2.3%
Healthcare Practitioners and Technical 16,348 $43.12 14.7% 2.7 3,656 28.8% 16.7%
Healthcare Support 6,479 $15.71 5.8% 20 1,586 32.4% 26.9%
Protective Service 1,433 $20.38 1.3% 0.6 -63 -4.2% 4.7%
Food Preparation and Serving Related 7,964 $9.94 7.1% 0.9 974 13.9% 13.6%
Building and Grounds Cleaning and Maintenance 3,738 $12.21  3.4% 0.9 214 6.1% 9.9%
Personal Care and Service 4,882 $10.94 4.4% 1.2 1,448 42.2% 24.7%
Sales and Related 9,729 $12.95 8.7% 0.8 -146 -1.5% -0.6%
Office and Administrative Support 15,496 $17.08 13.9% 0.9 127 0.8% -2.3%
Farming, Fishing, and Forestry 732 $14.45 0.7% 0.9 236 47.6% 3.4%
Construction and Extraction 3,632 $22.23 3.3% 0.7 -1,219 -25.1% -7.6%
Installation, Maintenance, and Repair 3,324 $20.30 3.0% 0.8 214 6.9% -2.5%
Production 5,468 $17.14 4.9% 0.8 -601 -9.9% -16.9%
Transportation and Material Moving 5,797 $13.62 5.2% 0.8 290 5.3% -2.6%
Military 719 $28.76 0.6% 0.5 57 8.6% 0.7%
Unclassified 0 $0.00 0.0% 0.0 0 - -
Source: EMSI

AHW = Average Hourly Wage

The Rochester Area possesses significant concentrations (LQ greater than 1.0) of computer and

mathematical (1.6 location quotient); life, physical, and social science (1.6); health care practitioners and

technical (2.7); health care support (2.0); and personal care andservice (1.2) occupations. Of these,

computer and mathematical occupations (-6.9 percent) was the only occupational category to experience

empl oyment decline over the | ast five years. Both metro
mathematical occupati ons and the categoryds decline can |ikel)\
Though it still has thousands of local employees, IBM has been shedding employment in recent years as

business divisions are contracted and/or relocated.

Ther esponsibility for growing a communityds business sect
with its economic development professionals. Three principal strategies are typically performed to
stimulate local employment growth: marketing and attrac tion of new businesses, retention and expansion
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of existing businesses, and provision of support for small business and enterprise development. In the
Rochester Area, RAEDI, the Rochester Area Chamber, and local chambers and economic development
organizations (EDOs) are charged with growing the local and regional economy. Existingbusiness services
and entrepreneurial development are the principal strategies leveraged in this pursuit. While economic
development staff in the Rochester Area have hosted site bcation consultants for inbound marketing visits
and attend the BIO International Convention every year, the region does not have an annually updated,
well-defined external marketing strategy.

RAEDI coordinates the regi ondsAEPIxstaféand Imogrd rbembersrvisits s
roughly 30 Rochester Area employersper year to assess their competitive issues and provide any necessary
support. Discussions are structured and reported per the Minnesota Chamber of Commerced Grow
Minnesota! Reporting Form.

Representatives of large employers who spoke to Market Street in public input expressed
satisfaction with the level of attention they are paid by local economic developers. They said that

they are visited at regular frequencies and receive policy and development support as needed. The
opinions of business executives participating in the online survey were more mixed, with the
majority of respondents saying the support they receive from state, local, and regional economic
developers was average.

One agect of the local business climate that is a competitive concern for area businesses is the city of
Rochester 0s -review prbcesp. elongstanding point of contention with local developers,
complaints about the process led the city to empanel a task force to study the problem in 2011. In a May 6
update to the Rochester City Council, task force representatives suggestedthat the city should consider
creating a new ocommunity devel opment directoro
customers seeking development permits. The task force also recommended that Rochester streamlines its
permitting process through enhanced technology implementation and synthesizes its current three-
department review pipeline to a single point -of-entry. The comments echoed recommendations in the task
forceds Dec e mb’eBecaudeltiete are ropraliable data sources reporting average permitting
times or customer-s at i sfaction | evel s, it is impossible t
communities benchmarked for this report. But Market Streethas found that most of its client communities
report at least a certain level of developer dissatisfaction with project-review, approval, and permitting
processes.

A focus group of real estate and development professionals reiterated the task force findings that

the city of Rochester had a restrictive development process. They cited high development fees, a

long turnaround time for permit receipts, and a lack of service -oriented customer -facing pers onnel
as key issues. The group felt that communications need to be improved between city staff and also
between the city of Rochester and Olmsted County department personnel. Though appreciative of

the task force recommendations, many in the group were ske ptical that they will be fully

progr a

positio

compa

° Grossfield, Edie. Task force: Rochestatre e ds 6 communi ty dev eBulepmecern May d5 2088ct or . 6 Post
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implemented. 0 Ease and speed of the permit and devel opment r
ranking component of the regionds business climate per o

As noted previously in this report, Rochester Area businesses expressed concern that recent legislation

raising taxes on high income earners would be an impediment for regional businesses of all sizes. New tax

laws governing intra-firm trade and royalty payments were also seen as a detrimental to metro Roches t er & s
competitive position. Rankings assessing states®6 tax bu
Foundation) give credence to Rochester Area business | ea
take a broader and more holistic look at state-level competitiveness tend to rank Minnesota favorably

compared to other states.

ASSORTED BUSINESS RKINGS, 2013

Minnesota 3 39 45 13 0.15%
North Dakota 2 28 28 34 0.37%
South Dakota 4 14 2 43 0.27%
Nebraska 11 23 31 35 0.09%
lowa 13 27 42 38 0.21%
Wisconsin 18 41 43 31 0.18%
lllinois 38 46 29 20 0.22%

Source: The Beacon Hill Institute, Tax Foundation, the Information Technology and Innovation Foundation, the Kauffman Foundaibn

The previous table shows a variety of tax and economic climate rankings for the state of Minnesota

compared to its regional and benchmark peer states. As noted, the Tax Foundation ranks Min
overall tax burden as 45" out of 50 states. All comparison and border states ranked more favorably than

Minnesota. Higher corporate (44), individual (44), sales (35), and unemployment insurance (40) taxes

pushed down the statefs overall tax ranking.

The Beacon Hill Institute assesses taxpolicy along with a host of ot her factors including state bond rating,

crime, venture capital per capita, and firm births per 100,000 inhabitants to give a more holistic picture of a

stateds ability to attract, retain, and creat®ateempl oy men
Competitiveness Ranking, Minnesota stood in 3% place just behind regional peer North Dakota (2").

Mi nnesot ads mmopolicy was balanoek leydecurity (2), human resources (3'), technology (3“),

business incubation (13") and infrastructure (9") sub-indexes.

The State New Economy Index a measure of the stateds aibtéenshiety t o co
economy, ranks the state of Minnesota 13" in the nation & far above any of its regional and benchmark
peer communities. However, Minnesota (.15%) ranks behind many of its peer states for start-up activity as

measured by the Kauffman Foundation.
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Media outlet CNBC also just released its 2013 Top States for Business rankings. Minnesota finished 15

overal,b, wi t h 0 g usarVing asyits topfrated cofnmident at number three nationally. Dragging down
Mi nnesotads overall ranking were oO0cost of doing busines
(#32).

Just over 43 percent of business executives responding to the survey rated the Rochester A
business climate competitiveness as a 3 on a scale of 1 to 5. Tax and regulatory fairness was one of
the lowest -scoring business -climate components on the survey.

Businesses with fewer than 50 employees were the i mpet.u
Great Recession and serve as critical components of evel
entrepreneurial economy was said to be under-developed c ompared to some of the natio
hotspots, it is nevertheless expanding as local economic developers, large employers, and governments

recognize the important contribution that small businesses make to the regional economy.

As seeninthe followi ng t abl e, t he Ro c{erapoyed®rindiiduatsani2612 eepresened s e | f
nearly six percent of the regionds total -emplogddlpy ment . A
construction (15.2 percent), health care and social assistance (15.5ercent), and other services (13.6

percent) comprised the majority of self-employed workers.

6 Self Employed includes people who, when responding to the Census surveys, consider sefemployment to be a significant
part of their income or time spent working. Most peoplenorma | | y c on s i-edreprleady eddsée IlWoul d fall into this
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SELFEMPLOYMENT BYSECTOR?2002 - 2012

Agriculture, Forestry, Fishing and Hunting 1,084  $23,667 97.9% 53.4% 29.9% 211 24.2% -16.0%
Mining/Quarrying/Oil/Gas Extraction <10 - - - 1.9% - - 16.6%
Utilities 0 $0 - 0.0% 0.0% 0 - -
Construction 962 $26,230 123.4% 22.2% 23.3% -233 -19.5% 7.6%
Manufacturing 96 $25,958 75.9% 0.9% 1.7% -48 -33.3% -24.5%
Wholesale Trade 76 $22,183  62.0% 3.2% 2.8% 0 0.0% -16.0%
Retail Trade 394 $20,346 88.3% 3.4% 4.2% -85 -17.7% -15.9%
Transportation and Warehousing 289 $36,239 125.0% 11.7% 7.9% 87 43.1% 9.2%
Information 52 $24,707 78.5% 3.3% 4.7% -20 -27.8% -2.0%
Finance and Insurance 134 $36,126 83.5% 7.2% 4.2% -1 -0.7% -9.5%
Real Estate and Rental and Leasing 239 $23,419 82.2% 24.7% 17.7% 43 21.9% 1.5%
Professional/Scientific/Technical Services 426 $27,137 69.5% 19.6% 12.4% 37 9.5% 6.7%
Management of Companies and Enterprises 0 $0 - 0.0% 0.0% 0 - -
Administrative and Other Services* 283 $13,174 73.5% 9.7% 10.4% -3 -1.0% 17.7%
Educational Services (Private) 167 $13,748 78.2% 12.3% 6.2% 83 98.8% 50.3%
Health Care and Social Assistance 981 $18,225  46.6% 2.4% 4.9% -56 -5.4% 4.3%
Arts, Entertainment, and Recreation 191 $12,276 65.4% 15.6% 17.5% 22 13.0% 13.8%
Accommodation and Food Services 76 $23,329 112.0% 0.9% 1.8% -6 -7.3% 2.4%
Other Services (ex. Public Administration) 860 $16,871 107.5%  20.3% 20.7% 76 9.7% 13.8%
Government 0 $0 - 0.0% 0.0% 0 - -
*Other Services include Support and Waste Management and Remediation Services

Source: EMSI

AAI = Average Annual Income
Self Employed includes people who, when responding to the Census surveys, congler self-employment to be a significant part of their income or
ti me spent working. Mo st p eeonppll eo yneodromaw oluyl dc ofnaslild eirnetdo otsheilsf dat a set.

While a high percentage of self-employed health care and social assistance workers (46.6 pegent) could be

expected in a health cared omi nat ed economy | i ke metro Rochesterds,
employment in agriculture, forestry, fishing, and hunting (53.4 percent) as well as transportation and

warehousing (11.7 percent) show that the regional economy has opportunities for broader diversification if

some of these small businesses can be effectively developed.

Average incomes for selfemployed individuals are lower than the national averages in 12 out of 16 metro
Rochesterbusiness sectos for which wages were reported. However, there are promising exceptions such
as transportation and warehousing and finance and insurance entrepreneurs.

Rochester Area entrepreneurs participating in focus groups and interviews acknowledged that the

regionds entrepreneuri al decosystemdé was | ess robust t hq
encouraged by recent developments and enhancements in support capacity, incubation space, and

capital availability. Still, the challenges for metro Rochester e ntrepreneurs were said to be

numerous, with talent retention and attraction being principal among them. This deficit relates both

to employees to support start -up growth and also entrepreneurs themselves. Entrepreneurs report

MARKET I

Page44 & July 2013



RAEDI ROCHESTER AREA

Rochester Area Economic Development, Inc. CHAMBER OF COMMERCE

Rochester Area Economic Growth Plan: Community and Programmatic Analysis

having a difficult time convin  cing prospective employees to relocate to the Rochester Area. A dearth
of available technology workers also leads to fears of employee poaching and/or job -hopping to
employers such as IBM and Mayo Clinic that can offer strong salaries and competitive benef its.

Other challenges expressed by local entrepreneurs include a general risk -averse investment climate

in metro Rochester-ofdaiwvelledbdameatafetay from | ocal profes:
disincentive to launch and grow start -up enterprises. Without a critical mass of experienced

entrepreneur s in the community, input respondents reported a lack of available mentors and limited

networking opportunities compared to more mature entrepreneurial economies. Entrepreneurs and

smal | business people responding t o tepreneuniabdlimateeas sur vey r a
merely average. Availability of investment capital and wet -lab space were the lowest -ranking

components, while entrepreneurial networking capacity was the highest -rated local asset.

Local entrepreneurs can get together and discussissues and opportunities the second Tuesday of every
month through meetings of the Rochester Entrepreneur Network (REN). Launched by RAEDI, the vision of
REN is to translate creative thinking into viable products and businesses. REN is a public network andpen
to all interested attendees.

Another e x ampl e of the Rochester Areads emerging ecosystem
launch of Cube, a 360square-foot Downtown Rochester co-working space. Cube is described as a

0 me mboaly collaborative communi ty of entrepreneurso6 that features b
technology equipment, members-only events, coffee, and Mama Meg's ice cream sandwiches. Cube has

provided a physical location to underpin the Rochester Area entrepreneurial community th at had been

lacking.

Another positive new resource for Rochester Area entrepreneurs and innovators is the Mayo Clinic Business

Accel erator. Opened in spring 2013, the Accelerator i s
according to the Post-Bulletin newspaper. Most of the start-ups in the Accelerator were directly launched
by Mayo Clinic or its employees and represent a change

policies to encourage doctors and researchers to launch startups. A cdlaboration between Mayo Clinic,
the city of Rochester, and RAEDI, the Accelerator is a 2,508quare-foot cluster of offices in the city -owned
Minnesota BioBusiness Center. The operation was funded by $100,000 from Mayo Clinic, $100,000 from
local sales tax money, and is managed and leased by RAEDI.

Capital is available for small businesses and technology startups from a variety of sources. Because
venture capital is often attracted to Mayo Clinic intellectual property commercialization opportunities ,
Mayo Clinic Ventures has developed and nurtured relationships with multiple VCs across the country.
RAEDI offers two sources of small business capitala Seed Fund as well as an active SBA 504 loan program.

7Kiger, Jeff. oOoMayo Clinic Business Accelerator is up and running. 6
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Despite its still-evolving entrepreneurial and commercialization ecosystem, the Rochester Area is a hotbed

for research activity, especially as represented by patent awardsThe following chart displays the Rochester

Areads patent production per 1,000 employees compared to
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6.00
5.40
/\‘S;O!S
5.00
a1 54 4.49
400
3.37 y
3.13
302 298 /\
200 283 290 311 286 275 312
= T 235 ~ 285
2:59
2.30 2.42
2.00
153 145
122
113
009 1.06 1.09 111
L
1.00 _--“—-—-—._—F"-_-_ o —
. 0.28
0.26 0.19 0.18 0.15 0.13 0.11 0.09 013 011 011 021
— L
0.00 T T T T T T T T T T T 1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

=——=Rochester, MM MSA

Ann Arbor, M MSA = hdadison, W MSA

Source: U.S. Patent and Trademark Office, US Census Bureau

= Sioux Falls, SD MSA

While the Rochester Areaproduced fewer patents in 2011 than many regions, its rate of patent production
(5.06 per 1,000 emgoyees) ranked it number six nationally per capita out of 358 MSAs. This was higher
than Ann Arbor, Ml (4.49), Madison, WI (145), and Sioux Falls, SD (0.28)and even ranked above nationally-
known technology hubs such as Boulder, CO (3.77) San FrancisceOakland-Fremont, CA (3.35) Austin-
Round Rock San Marcos, TX (3.18)and Raleigh-Cary, NC(2.52).

Though Mayo Clinic produced 280 patents from 2000 to 2011 (7.3 percent of the regional total), IBM was
awarded a staggering 3,016 patents over the 11-year period, or 78 percent of the Rochester Area total.

| BMG6 s

Wisconsin-Madison and the University of Michigan combined during these years.

Though

| BMG s

p at ewete neanyadoubles the total number of patents produced by the University of

e mp Roohesteeis well lelow is peaki nombers, certain business units at the

campus are still hiring. There has been a shift away from manufacturing in favor of services, principally

development and support functions. With IBM ranking as the number one patent p roducer in the world
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businessto-business taxation, and repealed the foreign royalty tax will ultimately drive IBM from
Minnesota altogether.

Mayo Clinicb6s patent awar ds redore missionstplaeticepeducaianjand of one
research.Contributing to that mission is an aggressive pursuit of National Institute of Health (NIH) research

grants. Mayods efforts are refl enate efdNIHifunding pez priite eimpogee e r Aread
($2,158), second only to Ann Arbor ($3,745). As seen in
increased by 15.0 percent between 2007 and 2012, faster than both Ann Arbor (14.1 percent) and Madison

(-6.9 percent). The Rochester Area received $25,251,747 in NIH grants in 2012 alone.

NATIONAL INSTITUTESOF HEALTH FUNDING PR EMPLOYEE, 2007 2012
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Source: National Institutes of Health

In 2011, the Mayo Clinic allocated $595 million in research and development activity. During the same year,
the Clinic executed 64 licenses and options, created three startups, made 290 intelletual property
disclosures, fied 91 patent applications and received $28 million in license income. These totals compared
favorably to both Ann Arbor and Madison in terms of intellectual property licensing and number of options

executed per capita.
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As evidenced by the activities of Mayo Clinic Ventures and the launch of the Mayo Clinic Business
Accelerator, Mayo is increasingly focused on contributing both to its bottom line a nd the regional

economy through the commercialization of its hundreds of millions of dollars in sponsored research.

Advocating for the continued acceleration of these efforts as well as determining how the Rochester Area
economic diversification can also be applied to research and development processes will be important

strategic activities for the community moving forward.
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Place

Research is increasingly showing that choesewheretblivé odayds

first and then worry about finding employment once they arrive . Th u s , a quaity of placédsis an
increasingly important competitive concern for workforce and economic development. Regions that can

offer amenities, environments, and assets that appeal to a diverse group of talent and companies will have

an advantage in todayds i ncr e adsiviemagdngmy.tTeecfdllowmdg mageg and
highlight the Rochester Ar eads c-based déattord, bothemtermssof f or
quality of life elements as well as physical infrastructure.

Rochesterds Competitive Quality of Life

Quality of life means different things to different people. For some, it equates to low cost of living. For

others, it might mean recreational amenities, a lively nightlight, and artistic performances. As such, quality
of life is determined by a variety of factors that collectively influence an overall community impression.

Ultimately, it is important that residents have a choice of different living and a ctivity environments so that

people of all types can feel comfortable calling the community home.

Over 60 percent of online survey respondent s rated
competitive or very competitive. The majority of survey partici pants also strongly indicated that

they will continue to live in the Rochester Area in the future. However, they have less confidence

that their children, once grown, will choose to live in metro Rochester.

A cost of living index provides useful informatio n about how expensive it is to live in a community or

region, benchmarkedagai nst the nation. To determine an areads
variety of goods and services including housing, groceries, utilities, transportation, health care and
miscellaneous goods and services. The Council forCommunity and Economic Research (C2ER, formerly
ACCRA), a national community and economic development research organization, publishes quarterly cost

of living indices for metropolitan areasacross the U.S An index value of 100 represents the average cost of

living across all metropolitan communities nationwide .

COST OF LIVING INDEXINDEX = 100), 2012

Total Index Grocery Housing Utilities Transportation  Healthcare Other
Rochester, MN MSA 1011 96.2 96.2 114.0 103.1 109.6 101.3
Ann Arbor, MI MSA 102.4 95.5 1113 107.4 102.1 99.9 96.8
Madison, WI MSA 108.8 100.7 111.8 107.5 105.2 122.2 109.5
Sioux Falls, SD MSA 94.0 89.8 87.8 96.9 91.0 98.1 100.6

Source: Council for Community and Economic Research

As the previoustables hows , t he Roc he svingis slightly bighér shanahe sational dverdgé
but below Ann Arbor (102.4) and Madison (108.8). Elevatingme t r o R o ccosed livieg deshigher
costs for utilities (114.0), transportation (103.1), health care(109.6) and other goods and services(101.3).
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Housing is particularly affordable in the Rochester Area. In 2011, the median home price for an existing

single-family home stood at $167,400 0 far less than the state ($183,500) and national ($173,60D averages.
In fact, only Sioux Falls, SD ($154,800) had a less expensive median home price than the Rochester Area.

While | ow home pri

a communityads

ces are favorabl e, af forda

times the areads median househol d i

Minnesota (3.22), and the United States (3.44) all had higher ratios. These datahow that Rochester Area

ncome. An

homes are more affordable to households than

have increased in recent years, but only negligibly. The Sioux Falls MSA was the outlier of the comparison

areas with home prices that grew by nearly 12 percent over the period.

Contrasting the slow-rising Rochester Area home prices, rental rates have increased noticeably between
2006 and 2011. During this period, median contract rents in greater Rochester rose by 24.4 percent, faster
than all the comparison regions. Even so,t he Rochest er remairsdéoy AmeAdboraMl
($756); Madison, WI ($771); and state ($707) and the nationa($727) averages.
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Met ro Rochesterdés comparatively affordable rents can al sc
30 percent or more of their gross income on rent. Only Sioux Falls had a lower rate (40.1 percent) of renters

in this category than the Rochester Area (46.7 percent). However, rising rental rates have somewhat

diminished the affordability of rental housing in the region. B etween 2006 and 2011, the percentage of

Rochester Arearesidents paying more than 30 percent of their income on rent grew by 13.0 percentage

points, nearly double the national average (7.5 percet poi nts) and triple Madisonds r
points.

Metro Rochesterds comparatively |l ow housing costs mean t
outsidethe Rochester/ Ol msted County area in the regionds subu
seen the type of housing sprawl typical of many growing communities. Rather, as previously cited data

showed, the majority of regional population growth is concentra ted in Olmsted County.

Despite generally affordable local housing, a number of public input respondents are concerned
that land speculation related to the DMC initiative and cost pressures caused by thousands of new
jobs and residents will drive up housing  costs to the point that they are unaffordable for many local
residents. This is especially true for Downtown Rochester and its immediately adjacent
neighborhoods. Some feel that steps should be taken now, before DMC implementation begins, to
secure a percentage of local housing for lower -income residents.

Public safety is another critical component of a commun
involve two elements: the reality of crime and the perception of crime. Each is important because
perception is the equivalent of reality for most residents and businesses.

As the following table shows, crime in the Rochester Area is very low. Though total violent crime in the
Rochester MSA was not reported in 2011, the component indicators of violent crime were the lowest of all
the comparison areas by significant margins. The same holds true for property crime. Taken together, the
Rochester Area is an incredibly safe community compared

CRIME RATES, 2011

Violent Crime Property Crime

Total

Violent Forcible Agor. Property

Crime Murder rape Robbery  assault crime Burglary  Larceny
Rochester, MN MSA NR 0.5 NR 36.3 84.8 1,804.3 353.7 1,371.6 79.0
Ann Arbor, MI MSA 3094 2.3 49.1 62.1 195.9 2,303.1 568.0 1,607.4 127.7
Madison, Wl MSA 218.0 18 25.0 60.2 131.0 2,586.9 4325 2,058.4 96.0
Sioux Falls, SD MSA 2151 2.2 55.0 333 124.7 2,386.2 474.0 1,777.6 134.6
Minnesota 2212 14 31.1 63.4 1254 2,5494 481.3 1,915.1 153.1
United States 386.3 4.7 26.8 113.7 241.1 2,908.7 702.2 1,976.9 229.6

Source:Federal Bureau of Investigation
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| mportantly, however, R o c lepians of crimefareeclzanging k) focus grdupsd per ¢

and interviews, multiple respondents said they feel crime is rising in Rochester, particularly in the

central city. Some eve n noted that gangs are an issue for the community. More than one input

respondent said that they have moved out of Rochester because they feel their families are not safe.

Fear of c¢crime and o0gangso was also the nunmdineffthell r espon
Rochester Areads top challenges to overcome.

Philanthropic donation rates, a measure ofa ¢ o mmusuppartyfdd social causesand other purposes, are

an important way to assess a c¢ o mmilha folloyidgstable displays thecraumpleercdf t y
Rochester Areanonprofit organizations (those filing a form 990 with the IRS) and total reported charitable
revenue?® The Rochester MSA (3.1) had the second lowest number of organizations per capita (only Sioux
Falls, SDhad lower). However, per capita charitable revenue was higherthan all other benchmark areas In
May 2013, nonprofits within the Rochester Area reported slightly over $3.0 billion in revenue or $16,080
per resident.

CHARITABLE INSTITUDNS, MAY 2013

Number of Per
Organizations Resident

Filing 990 (1,000) Total Revenue Per Resident
Rochester, MN MSA 580 31 $3,035,551,689 $16,080
Ann Arbor, MI MSA 1,106 3.2 $1,266,581,067 $3,609
Madison, WI MSA 2,188 3.7 $7,720,406,395 $13,223
Sioux Falls, SD MSA 695 29 $2,513,275,322 $10,593
Minnesota 15,472 2.9 $60,821,532,676 $11,307
United States 678,891 2.2 $1,954,554,779,475 $6,226

Source: National Center for Charitable Statistics

The Mayo Clinic is a significant recipient of philanthropic contributions in the Rochester Area. In 2012,
benefactors pledged $361 million to fund Mayo Clinic programs in practice, education , and research. This
represented 21 percent of Mayo Clinic's net operating income for the year.

These data support feedback from public input participants who reported that the Rochester Area

was a very giving community that effectively rallied around causes of importance to regional

residents. There was said to be a community Ocultured in Rochest
and collective problem -solving. Newcomers become inculcated to this philosophy and become

strong proponent s, respondents said. One itncultereofi ewee not
patient -centered care, devotion to the common good, and diligence in the face of new challenges

was actually reflective of Rochesterds culture and not

t hat Mayods difficulti ateculture toetx Ffodda tand rAdzona tampuse® wap 0 r

8 psa nonprofit organization, the Mayo Clinic files a form 990 with the IRS.
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illustrative of the Rochester Areads progressive communi
elsewhere.

Increasingly, quality of life competitiveness is also driven by the capacity of & and access to d recreational
amenities. The Rochester community has made significant investment in bicycle trail development,
especially the trail that extends to Pine Island, Minnesota.Accor di ng to the City of Roch
Recreation Department, the city of Rochester possesses 26.7 miles of biking and general purpose trails
along with 3,750 acres of total park land. Data show, however, that this amount of total park acreage may
still be insufficient for the Rochester Areabds popul atio

According to the Robert Wood Johnson Foundation nearly 62.0 percent of Olmsted County residents lived
within a half mile of a park. Both Dodge (5.0 percent) and Wabasha (36.0 percent) residents had less
convenient access to parks. Compared to the central counties of the other benchmark communities,
Olmsted County ranked lower than Dane County, WI (79.0 within a half mile of a park) and Sioux Falls, SD
(74.0 percent), however was on par with the state average (62.0 percent).

Quality of oPlacedé More of a Challenge

Public input for the Economic Growth Plan echoed feedback Mayo Clinic received about the patient and
employee experience in Rochester that was the impetus behind the design and launch of the Destination
Medical Center initiative. Quite simply, people want more thing s to do in the Rochester Area.

The need for more entertainment, shopping, and dining options was far and away the top online
survey response to the question, ol f you could change o
would it be?d Smar teeentertgimmen chbicesaimbwnboert Rochester also ranked
highly on survey respondentsd assessment of the Rocheste

One aspect that is often mentioned in discuweagityoilns of Roc
oval kabl ed environment s ineed forlinereased wajkabidity id ther RoghéstemArea T h e

was reinforced by Walk Score an organization that ratesa communi t yds capédreidyy for pe:
walkable environments. Walk Score describes the Ro ¢ h e s t e roverdllr vealkabibty (37) a s ocar

d e p e n & evietto . Rnchester ranked lowest of all benchmark regions, with Ann Arbor, Ml (59) and
Madison, WI (55) achievingthe 0 s omewhat wal kabl ed category.

Whil e the overall region was rated as cdowntodreggeandent , a
received better scores Downtown Rochester (89 walkability score), downtown Kasson (71), and downtown

Wabasha (79) scored far higher than the regional averaje. These downtown areas wereall assessed as

overy wal kabl| thénatomaistaradarce d t o

Focus group participants, especially young professionals, desired a more walkable, lively Downtown
Rochester. Improvements to Broadway, especially those tailor  ed to pedestrians, were cited by focus

® Ascoreofa90-100 indicates a owal kers paradi se6 while a score from 24 tc
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group participants as a priority fuwbancbre.rTheywauldalsoansf or mat
like to see shops and businesses stay open later in the day and on weekends.

As it strives to make Rochester a globd destination for medical care, DMC will be focused squarely on the

patient and visitor experience in Downtown Rochester. Plans and renderings already released by DMC
show the Rochester core transformed by landscaped boulevards, greenspace, public art, migd-use

development, greater access and use of theZumbro River, streetcar and light rail transit, street furniture,

and any number of-maldidn ¢ 6 o a mE n iKygeil BMCeimpletmentatianOcycle will

undoubtedly change the future face of Downt own Rochester and make the district more active, lively,
pedestrian-friendly, and compelling for individuals seeking a more urban environment in the region.

Input participants almost universally expressed optimism that the Destination Medical Center
project will help make Rochester more competitive for visitors and young professional talent. Some
said that DMC is the most important thing Rochester can do to be more competitive not only for
health tourism but also talent attraction/retention and economic development in general. However,

many stakeholders are also concerned that DMC will drive up real estate values in the Rochester
core to the extent that small bu sinesses will be driven out and affordabl e housing will become
scarce. Still others fear that the growth caused by DMC will jeopardize the sense of safety,
manageable size, pace of life, community culture, lack of traffic congestion, and overall livability of
the Rochester they love.

Infrastructure to Support Growth and Development

With DMC now approved by the state legislature and Rochester City Council, officials in Rochester and

Olmsted County have begun discussions on the local demands of absorbingthe i ni ti ati veds predi
growth impacts. At a June 3 presentation to City Council on
Planning process, RochestetOl mst ed Count yds sad tkenRodhestgr untban rservicéscarea

(city land served by water and sewer pipes) can accommodate up to 211,000 people, nearly double the

cityds current popul ati on. This estimate assumes that f
lower densities than are allowable by zoning code. However, if DMC or other stimuli were to lead to

higher-density development, the city could accommodate up to 295,000 residents in its urban service area

per maximum allowable densities. In other words, the director said, Rochester can nearly triple in size

based on its current infrastructure capacity. That is not to say that new growth will have minimal impacts

on roads, highways, transit, air travel, and other transportation modes. For these reasons, the
Comprehensive Plan will be inclusive of several subp| ans such as-useplan, Downtownds | and
Master Plan, and Long Range Transportation Plan. The scope of the Comprehensive Plan will be roughly 25

to 30 years™®

Even before DMC implementation, the Rochester Area has seen greatly increased usage of its roads and
highways. In 2006, the Rochester Area experienced a net inflow of 2,129 workers on an average day. By
2011, the most recent data available, that net inflow had risen to 12,321 workers, a nearly sixfold increase.

10 Grossfield, Edie. Expected growth brings opportunities, challenges for Rochester. PosBulletin.com. June 15, 2013.
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Workers are also commuting into the region from long distances, dr awn by Mayo Clinic employment and
other local jobs. Currently, nearly a quarter of Rochester Area workerslive northwest of the three-county
region. Of these workers, 46.4 percent (or 11,231 workers) reside over 50 miles from their place of
employment.

Public input respondents generally said that traffic congestion in the Rochester Area is minimal and

the regionds existing transportation network can accommi
exception noted by multiple respondents is U.S. Highway 14, an east-west roadway connecting

Rochester to Interstate -35. Though the highway has been four -laned from | -35 to Owatonna,

respondents said that the road bottlenecks significantly along the passage from Owatonna to

Rochester. Though expansion of Highway 14 to  four -lanes east from Owatonna has been in the

planning stages for years, the project has yet to be prioritized for funding and development. One

stakeholder said that the fact the extension encompasses two counties has hurt its prospects at the

state capita I.

Concerns over the impacts of regional growth were evident in online survey responses. The need to
accommodate growth and develop additional infrastructure
regional challenges.

Despite the increases in the number of workers commuting into Rochester, average commute times for
these trips have remained short. Over 84per cent of workees comengté 0 mMmidgtes or less to
their jobs; only Sioux Falls had a higher percentage of commuters traveling 30 minutes or less. Rochester
Area commuters utilized alternative means of transportation at frequencies equivalent to the state and

national averages.Carpooling (11.6 percent) represented the largest alternative transportation mode in the

Rochester MSA. This was the hidhest of all the comparison areas and could reflect the fact that most

commuting is done by workers travelling to the Mayo Clinic campus.

Mayo also runs shuttles that not only serve patients and visitors but also take employees to the Clinic and
back during the workday. Rochester Public Transitis the city-run bus system that operates weekday,
evening, and Saturday service to various locations within the city.

With traffic congestion a negligible issue and Mayo providing its own transportation for Clinic
workers, public input respondents did not mention rapid transit as a competitive issue in the
community. However, some respondents said that the need for a high -quality transit system will
increase as Rochester continues to grow and densify.  Online survey r espondents also identified rail
connectivity to the Twin Cities as a priority regional opportunity.

Components of DMC include analysis of the need for, and benefit of, rail transportation. A trolley circulator
system is envisioned for Downtown Rochester, wth light rail transit a potential mode for longer trips. DMC

legislation also includes a prescribed analysis of the efficacy and benefit of high-speed rail linking the
Mayo Clinic to Minneapolis-St. Paul International Airport (MSP)

In terms of passenger air travel, the Rochester area is served locally by Rochester International Airport. But
the regionds relative proximity to MSP means that many |
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for air travel. With only two non -stop destinations (Minneapolis and Chicago), Rochester Interrational is in
a difficult competitive position to attract air passengers. However, ease of ingress and egress to the airport,
security lines with little waiting, and affordable parking still draw slightly over 100,000 passengers per year.
Destination Medical Center is sure to challenge community leaders to think about the competitivenes s of

their airport from a patientds perspective and how Roche
of DMC.

AIRPORT STATISTIE, 2012

Nonstop Five Yr. Pounds of Five Yr.

Primary Airport Destinations  # of Passengers  Change Cargo Change

Rochester, MN MSA  Rochester International Airport 2 105,132 -34.2% 8,051,950 -27.2%
Ann Arbor, MI MSA Detroit Metropolitan Airport 160 15,604,972 -10.8% 185,092,048 -11.1%
Madison, WI MSA Dane County Regional Airport 12 798,674 1.9% 14,132,713 24.2%
Sioux Falls, SD MSA Sioux Falls Regional Airport 3 452,858 15.3% 51,019,064 -6.8%

Source: Bureau of Transportation Statistics

Passenger enplanements at Rochester International have fallen noticeably over a period from 2007 to 2012.
During this time, the number of passengers utilizing the airport decreased by 34.2 percent, or 54,707
passengers. Conversely, Sioux Falls Regional Airport saw its passenger volume increase 15.3 percent over
this time. Ann Arbor does not have a local airport, instead relying on the high -capacity Detroit International
Airport for its passenger service.

Non -competitive passenger air service did not emerge as a critical local issue in public input
feedback. Most focus group and interviewee participants said they use Rochester International when
possible, but predominantly drive to MSP to access direct f lights. Capacity of passenger air service
was also not identified as a priority issue by online survey respondents.

Despite its declining passenger volume, Rochester International serves an important role in the regional

economy. With a 9,033 foot primary runway, the airport has the capacity to land very large jets. This isa

valuable asset because the Mayo Clinic attracts charter flights and private jets from all across the world to

Rochester. Operated as a subsidiary of the Mayo Clinic, the Rochester aport is envisioned by some local

|l eaders as a key component of the DMC ef{sifeatrRochesterocat i ng
International is a value-added amenity for the high -income traveler to Mayo that can further differentiate

Rochester & a medical destination. In fact, airport concierge service for welktheeled patients is an

increasingly common strategy for destination medical communities across the world.

Mirroring trends in passenger service, air cargoat Rochester International Airport has declined markedly.
Overthepast five years, the airportés cargo operations decl
comparison airports. Of the 8,051,950 pounds for cargo handled by the Rochester Internaional Airport in
2012,999pe cent was bound for Memphis, Tennessee and FedExds
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A critical component of modern competitiveness In
a knowledge-intensive, interconnected economy, access to high-speed internet capable of handling the
demands placed upon it by businesses and entrepreneursis essential

Focus group and interview participants said that access to broadband internet at competitive speeds

is a hit-or-miss proposition in the Rochester Area. While Mayo Clinic has world -class broadband
accessibility at its campus and affiliated sites, this infrastructure is not available to outside
businesses or the community at large. The same scenari o ampus. A$ a resalt,
businesses and residents in Rochester and Olmsted County do not have universal access to high -
speed connectivity. Onl i ne survey respondent s rated t he
connectivity as slightly above average. One bioscie nce entrepreneur stated that while his  /her office
does not have fiber access, the same building has it three floors up. Outside of Olmsted County,
high -speed internet connectivity is a principal competitive concern.  High -speed broadband is
provided by the municipal government in the city of Wabasha, but the majority of Wabasha County

as well as virtually a Il of Dodge County struggle to provide high -speed connectivity to businesses
and residents. As a result, economic development professionals in these count ies feel they are less
competitive for technology -intensive industries and companies. Similarly, opportunities for
employees to tele -work or entrepreneurs to start up a business in these counties are limited.

MARKET &I

Page57 9 July 2013

S

a comm

| BMG s

regi onbd

C



RAEDI ROCHESTER AREA

Rochester Area Economic Development, Inc. CHAMBER OF COMMERCE

Rochester Area Economic Growth Plan: Community and Programmatic Analysis

CONCLUSION

The Rochester Area in Minnesotas home to one of the world&s most iconic
Clinic. The regionds economic and demographic trends | ar
experienced in recent decades as the health care sectorhas become t h e n a bg empléymentt

generator before, during, and after the Great Recession Regional incomes are high, poverty and

unemployment are low, labor force participation is robust, and metro Rochester returned to pre -recession

employment levels quicker than the vast majority of U.S. metro areas.

However, greater Rochesterds reliance on its (and Mi nn
consequences. The Rochester Areafds economy is one of the
40 percent of total employm ent in health care-related positions. The lack of additional growth sectors

i mpedes the regionds abiliiywltl®edprodviade i @amplspymnsrets 6f @rf 9
well as local graduates, expatriates, and prospective external talentwithout the skills or interest to work in

the medical field. Often, non-medical professionals are also forced to leave the region to find employment

if they lose or leave their current position. The economies of the non-Mayo metro Rochester counties &

Dodge and Wabasha & have not seen the type of job, income, and population growth that Olmsted has

experienced due to Mayo Clinic expansion.

Mayods dominance of the regional economyndelbus gystem t sel f i n
that brings workers to and from the Mayo campus from across the region, to the lack of streetlife in
Downt own Rochester after the Clinicbds thousands of empl «

dominated curricula of local two - and four-year colleges and universities, tothe rental buildings further
and further from the city core that fill up with Mayo -affiliated employment almost as soon as they become
vacant, to any number of additional impacts, both large and small. The prospect of Destination Medical
Center development and implementation raises the possibility that the tens of thousands of new jobs
associated with the initiative could even further concentrate the regional economy and increase metro
Rochesterds reliance on Mayo Clinic for its future vital

Ifthe Rochester Area is to evolve and thrive as one of t he
leverage its world-class health care assets but complement that employment with growth in a more diverse
set of target business sectors These industries mustprovide a breadth of opportunities fo r current and
future residents and help the Rochester Areabecomead st i cki er 6 destination for top t

KEY FINDINGS

This Community and Programmatic Analysisleveraged comprehensive guantitative and qualitative research
to assess metro Rochest ejobs salent, and pneestinenti The follpning comprisen f o r
the key findings from this analysis:

f The health care sector is both the RochedHear Areads
care and social asistance jobs comprise nearly 40 percent of regional employment, a staggering
figure. And 70 percent of that employment is housed at Mayo Clinic, the largest employer in
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Minnesota. While the Rochester Area would not be what it is today without Mayo, its fu ture lies in

diversification away from health care 8 or perhaps through health care & into a diverse set of
sectors that can provide opportunities n-omedicanly for
workforce but counties outside of Olmsted that ¢ annot depend on health care for growth.

1 Translating world -class research capacity into quality local jobs must be a priority focus.
Sponsored research at Mayo Clinic, patent activity at IBM, and the nascent yet growing
entrepreneurial ecosystem in the Rocre st er Area hold great promise for t
Mayods focus shifting towards | everaging its intelle¢
i mmense storehouse of knowl edge can serve as the 0c
capital, support professionals, and other resources to the Rochester Area as the building blocks of
a truly world -class entrepreneurial and commercialization ecosystem.

9 Dynamics of talent in all its forms wild.l strongly
success. The presence of skilled talent i s tidevengr eat di f
economy. For greater Rochester to compete it must move forward on multiple fronts. These
include, 1) welcoming and leveraging its growing population diversity, 2) working harder to
prepare students for locally available jobs then ensuring they stay in (or return to) Rochester to live
and wor k, 3) continuing efforts |ike DMC to make t he
top talent, and 4) formalizing the deve | opment of the regionds next gener
on the tradition of forward -thinking change.

T The Rochester Areads ucorttiraue . Iteisy admittedly oat faimto dutmp
Rochester, Minnesota in with Chicago, Minneapolis, Denver, and aher top talent markets. But the
reality is that skilled professionals and high-value companies make those conparisons every day.
Whil e metro Rochester wildl never feature Chicagods
must nevertheless continue to aggressively pursue the development of higher-density, amenity-
rich, and walkable urban environments. DMC will go a long way towards achieving these goals in
Downtown Rochester. But thought must be given to providing more residential and entertainment
choices across the full breadth of the Rochester region.

f Rochesterds community culture i sRegaplessiofawnhetharrmd mu st b
Rochester Area resident has been in the community for five years or fifty, they seemingly have the
same story to tel | about the regiondés culture of <collaborati
participants of all ages, races, ethnicities, and backgrounds may criticize Rochester at times, but
they are often quick to point out that they would never want to live anywhere else. As the region
continues to grow and change, the culture that has brought it to its current heights must be
nurtured and advanced.

The key findings of this Community and Programmatic Assessment, along with the recommendations from
the Target SectorAnal ysi s, wi || directly inform t hékitsfReyydrest er Ar
economic roadmap 0 and the Implementation Plan that will put that strategy into action.
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APPENDIXONLINESURVEY RESULTS

The Rochester Area Economic Growth Plan surwewas available for responses from Monday, July 1 through

Monday, July 15. A total of 2,596 respondents participated in the survey, which was posted on the

Rochester Area Chamber of Commerce website. The survey was promoted through the local press and

through dissemination of a survey link to RAEDI and Chamber members and partners and multiple other

distribut i on channel s. For certain guestions, 0l ogico was
respondents to those who can best speak to particular issues and questions.

While every effort was made to secure the participation of a representative sample of Rochester Area

residents and businesses in this survey, the actual response rates of certain constituencies and cohorts

di ffer from their reported percentages in the regionds
margin of error should be assumed for certain questions and response totals based on the characteristics

of the respondents.

DEMOGRAPHICS

Which best describes where you live?

B City of Rochester

Olmsted County (non-Rochester)
B Dodge County
B Wabasha County

B QOutside the Rochester Area
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SURVEY RESPONDENTS'BPLACE OF RESIDENCE
551 ?' 4027 5 Response by ZIP Code
) I 500 to 903
I 150 to 499
] 50 to 149
, [ 25to 49
[J1to24

-----
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What is your age?

B Younger than 18

18 to 24

W25 to 44

H45to 64

W 65 and over

What is your race and ethnicity?

2.8% 3.4%

B White, not Hispanic

m African American, not Hispanic

W Hispanic

H Native American

W Asian or Pacific Islander

H Other

m Prefer not to answer
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CHAMBER OF COMMERCE

In your opinion, what is the Rochester Area economy's greatest strength (or strengths)?

TOP TEN RESPONSES

E

Mayo Clinic 961
IBM 154
Educated/committed workforce 76
Diverse jobs/amount of jobs available 62
Medical tourism 53
Medical industry 48
Stable employment/economy 45
Entertainment/Arts 43
Diversity 35
Tech/biotechnology 34
The following oWordlé graphic uses word size to
responses.
R GREATEST
PEOPLE ROCHESTER WORKFORCE o p i o7 o
JOBS £ 28 E 5
e “D-'é 2 : MEEa |-'c'§xm'1"|'('\!"' 2 e
<5 i - 1

BUSINESSES
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In your opinion, what is the Rochester Area  economy's greatest challenge (or challenges) to
overcome?

TOP TEN RESPONSES

Diversified economy/Mayo dominance/"One-horse show" 439
Accommodate growth that is happening 222
Need entertainment for all ages (families, kids, young adults, etc.) 190
Increasing low income and poverty stricken residents in area 180
IBM/tech sector job losses 177
Smart Downtown growth and entertainment 110
Cost of living 109
Racial/diversity/immigration divide 91
Transportation/rail to the Twin Cities 90
Need to support public school system 89
The following oWordlé graphic uses word size to demonstr
responses.
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If you could change ONE THING about the Rochester Area, what would it be?

TOP TEN RESPONSES

More entertainment/shopping/restaurants 812
Better transportation/light rail to the Cities and Chicago 330
Diversify the economy 263
Need a larger four-year university 161
Improve K-12 schools 95
More dynamic Downtown Rochester 89
More parking capacity 74
Better infrastructure 60
Improved smart growth/planning 57
Weather 51
The following o0Wordl 6 graphic uses word size to demonstr
responses.
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Does your household include children ages 18 and younger?

M Yes

| do not have children

W My children are grown and they
reside in the Rochester Area

B My children are grown and they
do NOT reside in the Rochester
Area

How long have you been a resident of the Rochester Area?

M Less than 3 years

3to 10 years

W 10 to 20 years

W More than 20 years

W Lifelong resident
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SCHOOL QUALITY

Do you currently have, or have you previously had, children in public or private schools in the
Rochester Area? Do you have other experiences with public or private education in the
Rochester Area that would qualify you to answer questions regarding educational
opportunities?

B Yes, | am qualified to answer
questions about K-12
educational opportunities

" No, | am not qualified or
interested in answering
questions about K-12
educational opportunities

Please enter the name of the public school district or private school you are MOST familiar
with:

Over 93 percent of respondents listed either RochesteBlic Schools (RPS) or a particular RPS school as what
they are most familiar with. The next highest total was Rochester Catholic Schools with 52 responses.
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Please respond to the following statements about the school district or private school wi th

which y ou are most familiar.

School(s) provide adequate career guidance and college advising.
Fadilities contain the most up-to-date technology available.

Students receive adequate preparation for a variety of career opportunities.

There is a sufficient focus on STEM (science, technology, engineering, and
mathematics) curricula,

After-school programs are widely available.
There are good resources for disadvantaged or disabled students,
There are ample opportunities for advanced students,

There are resources to support non-English-speaking students

Parents, community, and business leaders have a commitment to quality
public K-12 education.

Teachers and administrators are committed and engaged.

000 05 100 150 200 250 3200 350 400 43 500

M Rating Average

What are the most important steps that can be taken to improve your school district or private

school?

Among the most common answers were:

1 Smaller class sizes 1

1 Improved classroom technology 1

1 All day kindergarten

1 More early childhood education i
opportunities i

1 More funding for the arts

Better teacher accountability

Improved communication between schools
and parents

More STEM and careerfocused education
More opportunities for advanced students
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Higher Education: Percentagr ee wi th the statement oO0This institutio
talent pool 6
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20.0% -
10.0% -
0.0% - ‘ ‘
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Hi gher Educati on: Percent agree with the statement OTI

business communitybod
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Hi gher Educati on: Percent agree with the statement OTI
resourceséo

50.0%

45.0% -
44.9% 44.0%

40.0% -
35.0% -
30.0% -
25.0% -
20.0% -
15.0% -
10.0% -

5.0% -

0.0% -

17.1%

Rochester University of Winona State Crossroads Mayo Medical
Community and Minnesota, University, College School
Technical College Rochester Rochester

BUSINESS CLIMATE

Which of the following be st describes your current occupation?

B Executive (C-level, VP-level,
Director-level)

m Entrepreneur or small business
owner

W Manager

B Employee (below management
level)

W Student

B Retired

® Unemployed
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(NOTE: THE FOLLOWING FOUR QUESTIONS WERE DIRECTED ONLY TO THOSE REPONDENTS WHO
IDENTIFIED THEMSELVES AS ENTREPRENEURS OR SMALL BUSINESS PEOPLE)

Which of the following best describes your type of  entrepreneurial or small  business?

M Health care
m Professional business services
W Scientific and technological services
W Development and construction
W Education
M Retall
= Manufacturing
Hospitality
B Entertainment

B Arts and culture

B Other
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Overall, how competitive is the Rochester Area's entrepreneurial climate? Please rate
competitiveness on a scale of 1 to 5, with 5 being very competitive .

B 1 (Not competitive)

m3

H4

B 5 (Very comepttive)

Please rate the following components of the entrepreneurial cl imate in the Rochester Area. If you are
unsure of your answer, please select "Don't Know."

Wet-lab capacity

Availability of seed and start-up capital

Availability of bridge financing

Incubation capacity

Capacity of entrepreneurial-support organizations

Availability of mentoring programs

Talent pool to support growth of start-ups

Entrepreneurial networking capacity

0.00 0.50

1.00 150 2.00 2.50 3.00 3.50 4.00 4.50 5.00

W Rating Average
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What would be the most impactful strategies to make the Rochester Area's entrepreneurial and
start -up climate more dynamic? (SELECTED RESPONSES)

1

Create a group of experts with experience in growing nationally distributed/marketed products and

establish a fund that is more high risk/high reward focused. We need to think bigger and take more
chances to create new nationally competitive businesses a part ofthe vision for our community. We
can't just rely on the Mayo Clinic or IBM.

Teach entrepreneurialism n the schools (high school and beyond)
Get out of the way. Provide small, rapid action, higher risk, funding opportunities.

People may have good ideas but need assistance on business organization and business nuts and
bolts to effectively get things going (mentorship, sources of advice, etc.)

Communication of info regarding entrepreneurial support

Educate the general population about the startup environment (fail ures) in an effort to remove the
stigma associated with the fact that most will fail.

Have a weekly "show and tell" gathering - where entrepreneurs can share what they're doing with
potential investors

More places like the Cube that support startup businesses.

Better utilize local "retired” talent from IBM with great IT skills and global connections.
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(NOTE: THE FOLLOWINGTWELVEQUESTIONS WERE DIRECTED ONLY TO THOSE REPONDENTS WHO
IDENTIFIED THEMSELVESAS EXECUTIVES, MANAGERS, ENTREPRENEURS, OR SMALL BUSINESS
PEOPLH

Which of the following best describes your type of business?
M Health care
m Professional business services
B Scientific and technological services
B Development and construction
B Education
M Retall
B Manufacturing
Hospitality
W Entertainment

 Arts and culture

H Other

Where does your company do business (p lease select as many as apply):

Percent
Responding

City of Rochester 55.6%
Rochester Area 46.6%
Minnesota 34.2%
Multi-state market 28.6%
Nationwide 28.3%
International 31.2%
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My business (headquarters, principal office, sole off ice) is located in:

B Rochester/Olmsted County

Dodge County

B Wabasha County

H Not in Rochester Area
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Please evaluate the following statements according to the degree to which you agree.

My company receives effective assistance from
STATE economic development organizations to
support my growth.

My company receives effective assistance from
REGIONAL economic development organizations 2.86
to support my growth.

My company receives effective assistance from
LOCAL economic development organizations to
support my growth.

My company will remain in the Rochester Area for
the long-term.

0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00 4.50 5.00

W Rating Average

Please evaluate the following statements accordingt o the degree to which you agree .

5.00
4.50
4.00
3.50
3.00
2.50
2.00
1.50
1.00
0.50
0.00

My company receives My company receives My company receives My company will remain
effective assistance from effective assistance from effective assistance fromin the Rochester Area for

LOCAL economic REGIONAL economic STATE economic the long-term.
development development development
organizations to support organizations to support organizations to support
my growth. my growth. my growth.
B Executive (C-level, VP-level, Director-level) Entrepreneur or small business owner B Manager
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Overall, how competitive is the Rochester Area’s business ¢ limate? Please rate competitiveness
on a scale of 1 to 5, with 5 being very competitive.

B 1 (Not competitive)

m3

m4

m 5 (Very comepttive)

Please rate the following components of the competitive climate in the Rochester Area. If you are
unsure of your answer, please select "Don't Know."

Ease and speed of the permit and development review processes
Capacity of freight rail service

Tax and regulatory fairness

Availability of incentives to spur local business growth
Responsiveness of county government to business needs

Responsiveness of municipal government to business needs

Capacity of passenger air service

Availability of capital for business expansion

Availability of "shovel-ready" industrial sites

Availability of Class A office space

Availability of broadband connectivity

0.00 0.50 1.00 1.50 2.00 2.50 00 3.50 4.00 4.50

M Rating Average

5.00
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Please rate the following components of the competitive climate in the Rochester Area. If you are
unsure ofyourans wer , pl ease select "Don't Knowbo.

Capacity of freight rail service

Capacity of passenger air service

Availability of broadband connectivity

Responsiveness of county government to business needs

Responsiveness of municipal government to business needs

Ease and speed of the permit and development review processes

Availability of "shovel-ready" industrial sites

Availability of Class A office space

Availability of incentives to spur local business growth

Availability of capital for business expansion

Tax and regulatory fairness

0.00 0.50 1.00 1.50 2.00 2.50 3.

g i ——-il-lml-—-r-llﬁ-

3.50 4.00 4.50 5.00

W Manager Entrepreneur or small business owner M Executive (C-level, VP-level, Director-level)

Please rank the following statements related to the Rochester Area's workforce and talent
pipeline:

Our company primarily relies on local colleges and technical
colleges to provide the workers and skills that we need.

There is an ample supply of young labor to replace impending
retirees.

Our company has no trouble attracting skilled workers to the
Rochester Area.

Our company has no trouble finding skilled workers here.

Our company primarily relies on on-the-job training to
develop the skills we need.

Our company frequently has to recruit graduates and/or
experiences workers from outside the region and state to fill
vacant positions.

0.00 0.50 1.00 150 2.00 250 3.00 3.50 4.00 4.50 5.00

M Rating Average
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Please rank the following statements related to the Rochester Area's workforce and talen t
pipeline.

Our company frequently has to recruit graduates and/or experiences workers
from outside the region and state to fill vacant positions.

Our company primarily relies on local colleges and technical colleges to provide
the workers and skills that we need.

Our company primarily relies on on-the-job training to develop the skills we
need.

There is an ample supply of young labor to replace impending retirees.

Our company has no trouble attracting skilled workers to the Rochester Area.

Our company has no trouble finding skilled workers here.

0.00 050 100 150 200 250 3.00 350 4.00 450 5.00

B Manager Entrepreneur or small business owner B Executive (C-level, VP-level, Director-level)

What do you feel is the GREATEST STRENGTH of the local workforce?

TOP RESPONSES

Work Ethic 115
Educated 102
Loyalty to area/company 33
Energetic 20
Availability 19
Diversity 8

What do you think is the TOP WEAKNESS of the local workforce?

TOP RESPONSES

Education/Skills 89
Not dedicated to arealjob 51
Work ethic 49
Expectations of Mayo-level compensation and work environment 39
Overabundance of workers with health care training 37
Diversity 27
Expectations 24
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QUALITY OF LIFE

Overall, how competitive is Rochester Area's quality of life? Please rate competitiveness on a
scale of 1 to 5, with 5 being high -performing.

B 1 (Not competitive)

u3

m4

B 5 (Very competitive)

Please rate the following aspects of quality of life in the Rochester Area, based ony our
experiences where you live.

Affordability of quality child care
Quality development, planning, and land use
Cost of living

Diversity and quality of the housing stock

Leadership development opportunities
Availability of quality child care
Appearance of the community

Sense of personal and property safety

Volunteer opportunities

Availability of volunteer opportunities

0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00 4.50

B Rating Average
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Please rate the following aspects of quality of life in the Rochester Area, based on y our
experiences where you live.

Diversity and quality of the housing stock
Cost of living

Quality development, planning, and land use
Affordability of quality child care

Leadership development opportunities

Appearance of the community
Availability of quality child care
Volunteer opportunities

Availability of volunteer opportunities

Sense of personal and property safety

T T T T T T I T T
0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00 4.50 5.00
W 65 and over W45 to 64 W 25t0 44 18to 24 B Younger than 18
Do you agree or disagre e with the following statement? 0 The Rochester Area is an i

wel coming place were a diverse range of people can fi

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

W Agree Disagree W Don't Know
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Inclusiveness (by respondent r ace and ethnicity
100%
90% -
80% -
70% -~
60% |
50% -
40% -
30% -
20% -
10% -
0% -

White, not Hispanic African American, Hispanic Native American  Asian or Pacific
not Hispanic Islander

W Agree = Disagree m Don't Know

Please indicate the degree to which you agree with the following statements:

The Rochester Area is an attractive and desirable
place to live for "young professionals" aged 25-39 38.7% 31.8% PASRSY )
with a bachelor's degree or higher.

The Rochester Area can successfully attract young,

0, v) 0,
new residents from outside the community. S EERL L

The Rochester Area successfully retains high school

[0) 0, )
graduates that grew up in the region. 49.0% 40.3% 10.7

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

W Agree I Disagree W Don't Know
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What can be done to better retain and attract young professionals in the Rochester Area?

TOP RESPONSES

More entertainment/social activities 461
Diverse economy/more job options 220
More four-year university capacity 65
More density/grow downtown 65
Recreational/outdoors options 36
Cheaper cost of living 34
DMC 24
High speed options to larger cities 22
More diversity 17
Be less conservative 12
The Rochester Area is an attractive and desirable place to live for "young professionals” aged

25-39 wit h a bachelor's degree or higher .

100% -
90% -

80% -
70% — — — — — —
60% ] 1 1 1 —
50%
40%
30%
20%
10%

0%
Younger than 18 18to 24 25to0 44 45 to 64 65 and over

B Agree Disagree H Don't Know
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The Rochester Area can successfully attract young, new residents f rom outside the community.
100% -

90% -

80% ———— —

70% ———— —

60%
50%
40%
30%
20%
10%

0%
Younger than 18 18to 24 25to 44 45 to 64 65 and over

N Agree Disagree H Don't Know

The Rochester Area successfully retains high school graduates that grew up in the region.
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Younger than 18 18to 24 25t0 44 45 to 64 65 and over

W Agree Disagree H Don't Know
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Please rate the followina statements.

If you have children living at home, likelihood they

S 2.73
will live in the Rochester Area once grown

Likelihood you will retire in the Rochester Area

Likelihood you will continue to live in the
Rochester Area

1
0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00 4.50 5.00

W Rating Average

Likelihood to live in  Rochester.

Likelihood you will continue to  Likelihood you will retire in the  If you have children living at
live in the Rochester Area Rochester Area home, likelihood they will live in

the Rochester Area once grown

B White, not Hispanic African American, not Hispanic B Hispanic

B Native American W Asian or Pacific Islander
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