


SECTION 15

ECONOMIC ANALYSIS
CITY OF RUSHFORD


As a first step in undertaking the economic analysis of the City of Rushford, the Location Quotient Method was utilized to determine the extent to which various local industries contribute to the economic basis of the City.  The Location Quotient Method uses a statistical indexing technique to determine the extent to which an industry contributes to the economic base of an area.  This is accomplished by comparing industry specific employment levels to the employments levels of a larger geographic region, usually the national economy.  It requires an initial calculation of location quotients by North American Industrial Classification System (NAICS Code), which are then used to estimate basic economic activity by sector and overall employment in the basic sector.  A quotient of one (1.0) or greater means the percent employment of that industry within the jurisdiction is greater than the national percentage for that same industry, and indicates that the industry is serving a larger area than the jurisdiction alone.

As shown in Table 7 below, the basic sectors for Fillmore County were determined as follows:


· Agriculture
· Utilities
· Manufacturing
· Wholesale Trade
· Retail Trade
· Arts, Entertainment, Recreation
· Services

This information will help to provide a context in which to analyze the basic sector employment for the City of Rushford.  It is also interesting to note that the there are two categories that are near Basic Sectors for the County.  They are as follows:

· Finance and Insurance


· Accommodation and Food Service


Both of these categories are very close to achieving a quotient of 1.0 or greater, which would mean that these industries within Fillmore County would begin serving a larger geographical area than the County and draw in more revenue in these categories than would leave the County.





Table 7
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As shown in Table 8 below, the basic employment sectors for the City of Rushford were determined to be Wholesale Trade, Education and Services as noted below.  These categories are consistent with the basic sector categories for Fillmore County.  

Rushford Basic Employment Sectors




· Wholesale Trade
· 
· 
· Education
· Services




· 


In addition to the three basic sectors that were identified, the City of Rushford is very close to having “Retail Trade” be considered as a basic sector with a Location Quotient of 0.9354.  Retail Trade is a basic sector within the County and with some strategic growth this could become a basic sector for Rushford also.

Rushford-Near Basic Employment Sectors


· Retail Trade

Table 8
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With these basic sectors in mind an effective strategy for promoting economic development would be to 
encourage growth in these basic sectors that were determined for the City of Rushford:

	-	Wholesale Trade
	-	Education
	-	Services

Even though manufacturing is not ranked a “basic sector” for the City of Rushford, the City should still encourage the development and growth of manufacturing in the community.  Manufacturing generally brings new dollars into the community because its products are normally created for sale and use by others outside of the community.  One of the limitations of the “Location Quotient Analysis” is that it disregards the “basicness” for some sectors of the economy by focusing on the net result for an industry and community as a whole compared to the same trends at a national level.  
Also, the City should encourage growth in the near basic sector of Retail Trade, since the City has the potential to become a sub-regional retail center, but the strategy for this sector would be different from the others.


Strategies for Development


Listed below is a brief description of strategies that can be utilized to encourage development of the three identified basic sectors of wholesale trade, education and services; manufacturing, and the near basic sector of retail.  More specific strategies will be detailed in the implementation section of this comprehensive plan update.

· Wholesale Trade – Available land, financing programs for new business or expansions of existing businesses
· Education – Work collaboratively on facilities, open space, etc.
· Services – Generally will follow other growth, no specific strategy
· Manufacturing - Available land, financing programs for new business or expansions of existing businesses
· Retail Trade – Need to target to areas that are under-served or not served based on trade area – promotion only – more specifically, the City could utilize the following to assist in the promotion and development of retail:
· Analyze market and determine underserved markets or markets not served
· Develop a marketing strategy specific to the retail needs determined
· Work with local, regional and state agencies to market






Drive Time Analysis/Market Area

From our demographic analysis we know that the population in Rushford in the last census in 2000 was 1,696 and its estimated population in 2007 was 1,791.  However, in order to more directly determine the trade area of Rushford, it was necessary to determine the approximate market area and the population within the market area.  Based on a Drive Time Analysis, the estimate population for three different drive time areas from Rushford were calculated and are shown as follows:

2007 Estimated Population in Drive Time areas
:
· 5 Minutes – 1,937
· 10 Minutes – 2,469
· 15 Minutes – 3,030


Also, based on distances to other cities within the immediate area, it appeared that a drive time of 15 minutes was the most reasonable conclusion in this instance.  With cities of similar size it can generally be assumed that the market area will be half the distance between the cities.  
Rushford Area
Map 14             Drive Time Map: 5-10-15 Minutes
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Five of the cities are located in Fillmore County and the sixth is located in Houston County.  

Location, population and distance of Rushford to other nearby cities:
· Preston			25.5 miles	32 minutes
· Lanesboro		19.8 miles	23 minutes
· Houston		11.8 miles	17 minutes
· Caledonia		24.4 miles	34 minutes
· Spring Valley		43.7 miles	54 minutes
· Chatfield		25.0 miles	33 minutes

Based on the distance from Rushford to these communities, it appears that a drive time of 12 to 15 minutes for the market area around Rushford is appropriate, except in the case of Houston, Minnesota, which is located 11.8 miles from Rushford.   The market area from Rushford toward Houston would be approximately six miles, although Rushford has more of an economic draw than Houston.


Knowing the size of the trade area and the population in the trade area, it is possible to determine if there is sufficient population for a variety of types of businesses.  For example, in it can be estimated from demographic data from the National and State level that a pharmacy on average requires a population based of approximately 7,000 to 8,000 people or that a health and beauty care store needs a population of 3,400 to 3,800.  Of course this data would need to be analyzed at the county level to be more specific, but it does reveal how an analysis can be conducted in order to determine any unmet needs or market niches in a community.

However, an analysis was conducted in the context of retail trade as a whole for the City of Rushford and its market area.  Table 9 below is an analysis of the per-store population needed in general for the United States, Minnesota, and Fillmore County, which indicates a population of 252, 232 and 164 respectively.  

Table 9 – Retail Trade Threshold
	Jurisdiction
	U.S.
	MN
	Fillmore

	Population (2000)
	 
	281,421,906
	4,919,479
	21,122

	Retail Trade
	
	No.
	1,114,637
	21,219
	129

	2002
	
	Sales
	 $  3,036,421,997,000 
	 $ 60,015,531,000 
	 $ 159,737,000 

	 
	Population Per Store
	252
	232
	164

	 
	Sales Per Store
	 $           2,724,135.30 
	 $          2,828,386 
	 $     1,238,271 

	 
	Sales Per Capita
	 $                10,789.57 
	 $          12,199.57 
	 $       7,562.59 


Source:  2002 Economic Census
					
Having a per store population less than the United States or Minnesota could indicate that there is a smaller population in the Fillmore County market area on average than other market areas.  This could also mean that an increase in the total number of retail space without a population base to provide a sufficient threshold for other types of retail to fill the space may cause an over supply of retail space.  In order to compensate for the potential to over estimate the retail threshold, a retail trade threshold for similar counties was prepared and is shown in Table 10.

Table 10 – Retail Trade Threshold for Similar Counties
	Counties
	Faribault
	Nobles
	Rock
	Houston
	Wabasha

	Population (2000)
	 
	 
	16,181
	20,832
	9,721
	19,718
	21,610

	Retail Trade
	 
	No.
	89
	136
	47
	76
	107

	2002
	 
	Sales
	 $            112,752,000 
	 $      268,210,000 
	 $   90,053,000 
	 $    91,423,000 
	 $  177,909,000 

	 
	Population Per Store
	182
	153
	207
	259
	202

	 
	Sales Per Store
	 $                1,266,876 
	 $          1,972,132 
	 $     1,916,021 
	 $      1,202,934 
	 $      1,662,701 

	 
	Sales Per Capita
	 $                       6,968 
	 $               12,875 
	 $            9,264 
	 $             4,637 
	 $             8,233 


Source:  2002 Economic Census
Table 10a
	
	Average

	Population Per Store
	201

	Sales Per Capita
	$8,395.22






				Source:  2002 Economic Census

For all but one of these counties the population per store was higher than the 164 for Fillmore County.  The average population per store for the counties in Table 10 is 201, which is shown in Table 10a.  It is estimated that there are approximately 20 retail businesses within the Rushford 15-minute drive time market area, and based on the population per store of 164, these businesses collectively would need a total population of approximately 3,280 to support them.  The 2007 estimated population within a 15-minute drive time was 3,030.  Therefore, the city should be cautious of adding any significant land to the retail inventory and by correlation retail building square footage since the data indicates that there may not be a need for this space.  New areas could be rezoned or otherwise opened to retail development, but this could draw the retail from one location in the city to another, and if the location that loses the retail cannot refill the space with other retail uses, non retail use would occupy the space.  The result is a dispersion of the retail activity in the community.  


Assessed Market Value

Another analytical tool in assessing 









the economic condition of the community is its total assessed market value and the market value of commercial and residential property in relation to the total assessed value.  The 2008 Assessed Market Value for the City of Rushford, with comparison to 2007 in residential and commercial is listed Table 11 below:





	 	        		         Table 11 
               City of Rushford, Minnesota
	             2008 and Selected 2007 Assessed Market Values
										
				    2008			  2007
Category		    Amount	Percent	Amount	
	New Construction	       693,000	    0.9%
	Agricultural		       552,800	    0.7%
	Seasonal Recreation	        -0-	   	   0.0%
	Residential		  63,310,400	  84.8%		73,639,500
	Commercial/Industrial	  10,128,000	  13.6%		12,192,900	
		TOTAL	$74,684,200	100.0%
	Source:  Fillmore County Assessor

While there is not a uniform standard as to what is considered the best percentage breakdown, there is some recognition that cities should strive to have their commercial/industrial assessed market value be at least 20% of the total assessed market value.  Also, from 2007 to 2008 the effects of the flood are very evident in that there was a $10,329,100 drop in the total residential assessed value, and a $2,064,900 reduction in commercial/industrial assessed value.

As shown in Table 12 on the next page, the City has the available land and the opportunity to increase its percentage of commercial and industrial land in the community.  An additional $10 million in assessed value, assuming no change in the residential assessed value, would increase the commercial/industrial assessed value in the community to approximately 23%.
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Table 12







Employment Analysis

In order to better understand how the City of Rushford fits into the larger economy of Fillmore County, the employment changes that occurred in Fillmore County from 2000 to 2007 were analyzed.  Table 13 below lists the major sectors of the local economy and the change in employment of the 7 year span.  Overall there was loss of employment with a decrease of 423 jobs in this period.  As for employment growth, the Construction, Public Administration and Professional and Business Services had the most growth.

Table 13
Fillmore County
Employment Changes 2000 to 2007
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In order to obtain a better understanding of the growth in jobs, it is important to use an economic analysis technique called shift-share analysis.  The purpose of this technique is to take the change in employment for an area and divide it into the three areas that caused the change:  
· The National Growth Component
· The Industrial Mix Component
· The Competitive Share

As shown in Table 14 below, the national growth rate between 2000 and 2007 was 4.2%, so in total the national growth rate was responsible for approximately the creation of 286 jobs, even though there was an overall loss of jobs in the county.  The growth in jobs by each sector due to the national growth rate is also listed in Table 14.
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Table 14
Shift Share Analysis for Fillmore County
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Additional insight into the growing economic sectors is provided by the next step in this analysis, the industrial mix component.  The component is determined by calculating the percent growth rate for each economic sector at the national level and subtracting from it the national growth percentage.  This will determine how well the industry grew after accounting for the effects of national growth.  Table 14 indicates that overall the industrial mix was responsible for a loss of 55 jobs in the county.  In other words, the county has a concentration of jobs in industries that are declining nationally, and it appears that manufacturing is a significant component of this decline.  A majority of the job declines occurred in the manufacturing sector.

Lastly, we will look at the competitive share component of the employment base.  The competitive share is the remaining employment change after accounting for the national and industrial mix components.  A positive competitive share component number would indicate that Fillmore County has a productive advantage in that sector, and this advantage could be due to local firms having superior technology, management, market access, or a local labor force having higher productivity or lower wages.  A negative competitive share could be caused by local shortcomings in these areas.  Overall, was a loss of 654 jobs due to competitive share, which would indicate that the county is not 
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competitive in securing additional employment.  However, there were four areas of competitive share growth, the Construction, Public Administration and Professional and Business Services, and National Resources and mining.

Strategies for Implementation

In order to increase the city’s commercial and industrial tax base, but in a way so as not to negatively impact the central business district, the city should consider the following strategies for implementation: 


· Develop development regulations that concentrate retail in the existing zoned areas of the community particularly the downtown area, but allow for retail and commercial businesses that require larger land areas and site configurations to locate in commercial areas outside the downtown
· Create redevelopment policies that assist in the establishment and location of businesses in the downtown by removing impediments such as blighted buildings, extra site improvements costs related to redevelopment, poor soils or such other identified items that may make the site unusable
· Draft tax increment and tax abatement policies are included in the Appendix to fulfill this strategy
· Work with county and state agencies to target industries identified as having a competitive advantage in Fillmore County
· A more detailed economic development plan would need to be prepared to fully identify individual businesses and growth opportunities for the City of Rushford and that would help identify employment of business factors that could create more of a competitive advantage for other industries
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% Bldg. Sq. Ft. Cost Per Total

Land Use Designation Sq. Ft. Acres Percent Sq. Ft. Acres

Percent of 

Land Use 

Designation

Percent of 

Total Land 

Area

Coverage Buildings Sg. Ft. Bldg. Value

C-CDB Central Business District Commercial 744,453 17.1 10.8% -                 -           0.0% na na na na na

C-A Arterial Commercial 1,393,397 32.0 20.2% 66,089        1.5          4.7% 0.1% 25% 16,522 94.00 $     1,553,103 $      

I-1 Light Industrial District 4,400,169 101.0 63.8% 2,219,886    51.0        50.5% 4.7% 25% 554,971 90.00 $     49,947,431 $     

PUD Planned Unit Development District 357,321 8.2 5.2% -                 -           0.0% na na na na na

     TOTAL COMMERCIAL/INDUSTRIAL 6,895,341 158.3 100.0% 9,350,217    214.7      51,500,534 $     

TOTAL LAND AREA 46,820,303 1,074.8

Tax Cap.

Market Value Rate

51,500,534 $   2.00% $1,030,011

Tax Capacity

Undeveloped Area Total Area

Estimated Square Feet and Building Value of Commercial and Industrial Building Based on Future Developable Land


Microsoft_Office_Excel_97-2003_Worksheet1.xls
Sheet1

		TOTAL AND UNDEVELOPED LAND USE AREAS

		Estimate Number of Dwelling Units and Additional People Based on Future Developable Land Area

						Total Area						Undeveloped Area										No. of		Persons		Total

		Land Use Designation				Sq. Ft.		Acres		Percent		Sq. Ft.		Acres		Percent of Land Use Designation		Percent of Total Land Area		Units/Acre		Units		Per Unit		Persons

		A		Agriculture		25,744,195		591.0		55.0%		2,320,036		53.3		9.0%		5.0%		na		na		na		na

		R-1		Single Family Low Density Residential		11,107,740		255.0		23.7%		468,741		10.8		4.2%		1.0%		3		32		2.25		97

		R-2		Medium Density Residential		851,760		19.6		1.8%		513,337		11.8		60.3%		1.1%		6		71		2.25		424

		R-3		Multi-Family High Density Residential		1,993,907		45.8		4.3%		0		0.0		0.0%		0.0%		na		na		na		na

		R-MH		Manufactured Home District		227,360		5.2		0.5%		227,360		5.2		100.0%		0.5%		8		42		2.25		334

				TOTAL RESIDENTIAL/OTHER		39,924,962		916.6				3,529,475		81.0								145				855

						Estimated Maximum Population

						Population		W/Flood				WO/Flood

								Loss				Loss

						Current		1,727				1,791

						Est. Max Addl.		855				855

						Total		2,582				2,646

		Estimated Square Feet and Building Value of Commercial and Industrial Building Based on Future Developable Land

						Total Area						Undeveloped Area								% Bldg.		Sq. Ft.		Cost Per		Total

		Land Use Designation				Sq. Ft.		Acres		Percent		Sq. Ft.		Acres		Percent of Land Use Designation		Percent of Total Land Area		Coverage		Buildings		Sg. Ft.		Bldg. Value

		C-CDB		Central Business District Commercial		744,453		17.1		10.8%		-		-0		0.0%		na		na		na		na		na

		C-A		Arterial Commercial		1,393,397		32.0		20.2%		66,089		1.5		4.7%		0.1%		25%		16,522		$   94.00		$   1,553,103

		I-1		Light Industrial District		4,400,169		101.0		63.8%		2,219,886		51.0		50.5%		4.7%		25%		554,971		$   90.00		$   49,947,431

		PUD		Planned Unit Development District		357,321		8.2		5.2%		-		-0		0.0%		na		na		na		na		na

				TOTAL COMMERCIAL/INDUSTRIAL		6,895,341		158.3		100.0%		9,350,217		214.7												$   51,500,534

				TOTAL LAND AREA		46,820,303		1,074.8

								Tax Cap.

						Market Value		Rate				Tax Capacity

						$   51,500,534		2.00%				$1,030,011

								43560
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