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Grow Minnesota! staff and local partners conduct one-on-one business visits

Information from visits is recorded using Grow Minnesota! reporting guide/questionnaire

Data is analyzed and turned into action through 4 mechanisms

One-on-one business Events, forums, and Inform chambers’
) R Large scale programs : : e
assistance one-time initiatives public policy priorities
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Manufacturing I | 0O

Professional/Scientific/Technical Services nEEEE— —————————— 0/
Retail Trade S |03
Health Care/Social Assistance IEEE—— G/
Other Services I (5
Finance/Insurance I ]
Accommodation/Food Services mEE——— . 57/
Transportation/Warehousing i 33
Construction m— 30
Real Estate/Rental and Leasing | 27
Wholesale Trade mmmmm 25
Arts/Entertainment/Recreation I 2?2
Information mm 17
Agriculture/Forestry/Fishing/Hunting mmm 17
Educational Services mmm 15
Utilities mm 14
Administration/Support/Waste Management/Remediation... ® 8
Management of Companies & Enterprises 1 3
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Innovation remains a bright spot, with new technologies and products enhancing businesses’
competitiveness.

Industries tied to construction, professional services, and regional/national consumer markets reported
strongest growth.

Industries tied to agriculture, senior care/senior living, and legacy products (e.g. forestry products,
publishing, telecommunications) struggled in the face of low prices, wage pressures, and policy impacts.

The manufacturing sector has largely held on despite fears of a sectoral downturn. While some firms
report weaker demand and negative impacts from tariffs, others continued to see steady growth as they
implement new technologies and bring new products to market.

Tariffs and trade uncertainty appear to be impacting exports, with the state’s total export growth
declining for the first time in 10 consecutive quarters.

While some healthcare providers (particularly senior care facilities) are facing challenges, hospitals and
clinics are investing heavily in new facilities, renovations, and expansion of services.

Businesses reported navigating multiple layers of cost drivers, from shipping and supplies, to wages and
health insurance, to state-imposed business costs and federal tariffs.

Despite various challenges and uncertainties, businesses remain fairly optimistic about their outlook for
2020.



Net percentage of businesses with increased revenue in past 12 months
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Net percentage of businesses with increased revenue and profit in past 12 months
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Net percentage of businesses with increased revenue in past 12 months

B 7-county metro B Greater Minnesota
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Net percentage of businesses with increased revenue in past 12 months, by location of primary market
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Net percentage of businesses with increased revenue in past 12 months
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Minnesota Total Employment: Healthcare and Social Assistance
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Explain reason for change in profits and revenue

- Revenues are tied to government funding. Federal and state budget cuts,
healthcare costs, benefits, and government compliance are cost drivers. (Senior
care facility in Twin Cities)

- Medicare reimbursements are decreasing. Cost for educated staff is increasing.
Now looking at new strategies to decrease waste, increase quality. (Healthcare
clinic in Northwest Minnesota)

- Toincrease profitability we need an increase in reimbursement rates, reduced
insurance expenses, and increase technology advancements. (Assisted living
facility in Northeastern Minnesota)
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Explain change in profits and revenue

Commodity-based products and businesses with significant tariff exposure
*  Profits tied to commodity prices; overproduction is lowering prices. (Turkey farm)

*  Expect growth next year, but past year was down due to down ag markets. 30% of our business is ag related.
(Metal fabricator)

*  Steel tariffs are hurting manufacturers and slowing new products in the market. (Contract manufacturer)

Legacy products and small retailers that compete with e-commerce

* Industry decline; legacy products. (paper manufacturer)

* Declining revenues are due to legacy services. (telecommunications service provider)
* Hard to compete for talent with larger companies. (local newspaper)

* People are shopping more online or are going elsewhere. (local shoe store)
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Explain change in profits and revenue

Construction
*  Business has been increasing over last five years. (General contractor)
*  Businessis booming. (Electrical contractor)

*  The past three years have been strong, likely due to a steady local economy. (Construction materials supplier)

Professional, Scientific, Technical Services

- We are growing rapidly. We have an aggressive sales team and are active across the state of Minnesota. (Energy consulting firm)

- 20% growth this year. (Marketing agency)

- Growth has steadily increased - could be faster however, hiring issues are a drag on growth. (Translator/language services provider)

- Experiencing 30% growth every year. (loT services firm)
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* 2018 was a record year due to strong sales execution and reorganizing the business. We saw a cool down in Q4 2018 but
then a strong Q1 of 2019. (Food processing technology/equipment manufacturer)

* 2019 started out low. Impacts to the Ag market affect us. (Agricultural equipment manufacturer)

* Experiencing incredible growth, both through expansion in MN and acquisition of other companies. (3D printing and
custom mfg)

* Future revenue is projected to be stable or slightly decrease. Decrease due to legacy products. (Automotive components
manufacturer)

* Growth due to new technologies and use of analytics. (Computer and electronics manufacturer)

* We have the equipment to produce, but are currently turning down business due to the lack of available qualified workers.
(Precision metals manufacturer)

* Up until 2018 sales had been increasing. Hitting a plateau now due to tariffs impacting the store fixture and switch lines of
business. (Furniture/fixture manufacturer)

* Future growth will come from online sales. They sell through wholesalers, but in 2015 started to create the ability for
people to directly purchase online. (MRO supplies manufacturer)
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Innovation:

New products?
New services?

Investment:

Equipment?
Expansion?
New facilities?

Exports:

To US.?
To the world?

Workforce:

Right skills?
Right supply?
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INNOVATION
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Percentage of businesses with new products or services in past 12 months

71%
69% 67% 67%
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Percentage of businesses with new products or services in past 12 months

B Manufacturing m Professional, Scientific, Technical Services
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How is innovation changing your business and industry?

* Evolution of 3-D modeling, conference calls instead of travel, collaborative software (Engineering and
consulting firm)

« Artificial intelligence will impact field greatly (Marketing agency)

* Investing in Al technology and focusing more on value-added analytics capabilities as compliance
services become increasingly commodified (Public accounting firm)

* Up until a few years ago we weren't focusing on solutions. We have flipped the sales model to focus on
value-added services. Offer pricing and value engineering earlier in the process (Electrical engineering
consulting firm)

e Technology and automation, particularly cloud-based software systems are changing the industry. We
now have software that can provide instant reporting functions for customers. Our organizational
structure is moving from a traditional pyramid to a diamond or oval, with technology reducing the number
of people needed to perform routine tasks. (Public accounting firm)

Source: Grow Minnesota! Partnership, 2019



MARKETS AND EXPORTS




Where is your primary market?

United States _ 19%
Minnesota _ 18%
Midwest (including MN) _ 13%
International - 4%
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What industries do you serve?
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Where are your customers?
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Percentage of businesses visited that export, by industry
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WORKFORCE
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Net percentage of businesses that added jobs in past 12 months
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Net percentage of businesses that added jobs in past 12 months

W 7-county metro B Greater Minnesota
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NEW CAPITAL INVESTMENTS




Percentage of businesses planning new capital investments
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Percentage of businesses planning new capital investments

B 7-county metro B Greater MN
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Percentage of businesses planning new capital investments, by industry
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Notable expansions

* Essentia in Duluth: S800 million expansion

 Carris Health in Redwood Falls: New medical health campus, S60 million over ten
years

 Fairview/UMN Hospital in Minneapolis: $111 million renovation

* CentraCare Health in Central MN: Expanding Telestroke/Vascular Neurology Clinic to
eight new sites

* Cuyuna Regional Medical Center: $13 million expansion in Crosby
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POLICIES AND COST TRENDS
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Wages |, 3696

Facilities costs I NN 1 3%
Supplies/Inputs NN 10%
Other (please explain) NN °%
Healthcare I 3%
Transportation/Shipping costs | N 6%
Equipment NN 6%
Government compliance [N 5%
Other employee benefits M 3%
Utilities I 1%
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Wages — Our wages are increasing 5-6% a year due to a tight labor market.

Healthcare costs — It costs us S500K to cover 44 employees.

Shipping costs — Amazon and e-commerce is driving up shipping costs.

Supplies/tariffs — Tariffs have driven supply costs up 25%, costing us
approximately S1 million.
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2020 OUTLOOK

MINNESOTA

CHAMBER OF
COMMERCE

GROWING MINNESOTA




M Last 12 months ® Next 12 months

65% 68%
63% °
57%
51%
41% 42%
32% I
Increase revenue New products/services Add jobs Increased costs
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THANK YOU'!

QUESTIONS?




