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Executive Summary

As the COVID-19 pandemic was still sweeping across the nation, the City of Minnetonka
took the proactive step to investigate strategies for promoting economic development and
resilience post COVID-19. This involved researching the impacts to their economy and compiling
a list of strategies to respond. The major economic impacts felt by the COVID-19 pandemic fall
into four categories, impacts to businesses, workers, local governments, and consumers.
Businesses experienced closures and supply chain issues while trying to accelerate plans to
implement new technology. Workers experienced unemployment concerns unevenly with some
industries employees being hit harder than others. Industries with workers that could not transition
to remote work experienced the highest levels of unemployment. Local governments faced a
significant loss in tax revenue and also needed to make adjustments to their workforce through
furloughs, compensation reductions, and layoffs. Finally, consumers chose not to spend as much
during the pandemic opting to save instead. There was also a reluctance or inability to dine or shop
indoors which impacted some sectors of the economy.

In an attempt to lessen these economic impacts, federal, state, county, and local
governments throughout the country enacted numerous strategies to provide relief. The four main
categories of strategies we identified were financial assistance, ordinance changes, business
protections, and business support organizations. Financial assistance served as the major relief
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strategy among many levels of government. Loan and grant programs sprung up from the federal,
state, county and even local government. Most financial assistance was targeted at specific
industries (e.g. restaurants) or for a specific purpose (e.g. retaining employees). Ordinance changes
popped up at the municipal level mainly to provide flexibility for businesses during a time in which
the government issued numerous restrictions. Business protections are aimed at minimizing risk
for businesses during this public health crisis and would shield businesses from many COVID-19
related lawsuits. Finally, business support organizations such as the Minnesota Chamber of
Commerce provide a necessary service for businesses. These organizations provide valuable
resources and expertise that can help promote resiliency among businesses.

To help the City of Minnetonka promote economic development and resilience, this report
provides a series of recommendations with varying levels of urgency. Our most urgent
recommendations include strategies for emerging from the pandemic smoothly. These focus on
immediate concerns and promote continuing some existing strategies. Strategies include tracking
financial assistance programs and utilizing business support organizations. The next series of
recommendations focuses on long term success for the City. It includes changes and
recommendations that promote flexibility and support for the business community including
funding an incubator. Finally, our last set of recommendations were included to prepare for a future
crisis with similar impacts to the COVID-19 pandemic. These recommendations are aimed at
reducing the negative impacts from the start and helping City staff navigate the crisis more
effectively. Strategies include the creation of a targeted grant fund and adapting City ordinances
to meet the needs of businesses.
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Introduction

Background

The COVID-19 pandemic has had a devastating impact on the business community and
economies around the world. To protect public health, the state of Minnesota placed restrictions
on businesses during the pandemic that resulted in business closures, unemployment, and mass
layoffs. Some industries remained relatively unchanged while others were forced to adapt at
breakneck speeds in order to stay afloat. The largest impacts have been felt by the leisure and
hospitality industry. Other industries that require social interaction have been hurt as well. At this
point, the long term impacts of the pandemic are still unknown.

The City of Minnetonka, located in Hennepin County in the suburbs just outside of the
Twin Cities, is home to more than 53,000 residents. The City of Minnetonka is also home to several
major employers and office parks including UnitedHealth Group, Cargill, Carlson Companies,
Boston Scientific, Medica Health Plans, and Opus office park. In addition, Minnetonka hosts a
regional shopping center, Ridgedale Mall. Prior to the pandemic, employment was around 50,000,
with the unemployment rate at only 2.6%. By most conventional economic indicators,
Minnetonka’s economy was thriving.
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Purpose

The City of Minnetonka, in partnership with the Resilient Communities Project at the
University of Minnesota, undertook this study to achieve their goals of recovering from the
existing economic crisis, building resiliency into their economy, and preparing for a future crisis.
Specifically, they sought to identify the technological, infrastructural, and institutional barriers that
have hindered businesses’ ability to adapt during the pandemic. Furthermore, they wanted to
identify key economic development changes that have occurred throughout the City and the state
of Minnesota to get an overall review of the economic impacts of the pandemic. Finally, this
project compiled strategies that businesses and municipalities have undertaken to promote
resiliency during and after the COVID-19 pandemic.

Given the size and scope of this study, prior work has been performed by a student led
research group at the Humphrey School of Public Affairs. This group pursued one-on-one
interviews with businesses throughout the City of Minnetonka and performed a literature review
of relevant sources. This work provides a starting point for our continued analysis of this project.

Methodology

We used three methods to inform our final project:

e Key Stakeholder Interviews
e Literature Review
e Primary and Secondary Data Analysis

Approach

To accomplish the goals of this project, it was divided into two distinct phases. Phase one
consisted of a literature review and a review of the data gathered through business interviews. Due
to the difficulty in gathering information from local businesses, we utilized the previous group’s
work to build and grow our collection of business responses. In addition, we spoke with other key
stakeholders.

Phase two featured an analysis of the data gathered through the literature review,
stakeholder interviews and other forms of quantitative data collection. During this phase our team
evaluated and categorized the strategies that businesses and local governments implemented to
maintain economic resilience. Finally, the second phase featured the formulation of
recommendations as to how the City of Minnetonka staff can better serve their community through
economic development policy and organizational support during and following the COVID-19
pandemic.
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Interview Process

We prioritized interviewing business leaders and people working in business support
organizations. Primarily, we attempted to speak with businesses located in the City of Minnetonka
that have faced challenges during the pandemic. We interviewed a wide range of businesses in
order to capture qualitative data from as many different business sectors as possible. Our short
interview questionnaire was used as a starting point to gather consistent information from
interviewees, but ultimately we used a more conversational approach to interviews. This approach
proved more useful to gather information given the differences among businesses and the
differences in the challenges they faced.

Using a list from the City of Minnetonka, our primary method for engaging with businesses
involved calling or emailing them. We also conducted several impromptu in-person interviews;
however, the response rate was low and we quickly realized we would need to bolster our research
with information from other key stakeholders. To do this, we contacted numerous business support
organizations and asked about the type of challenges they are seeing among businesses right now.
In addition, this approach allowed us to compile a list of strategic responses among many
businesses.

Limitations

Due to the small sample size of our business interviews, we were only able to capture
feedback of a small segment of the entire business community in Minnetonka. Challenges
associated with managing a business during the pandemic resulted in many business owners not
being able to accommodate enough time for interviews. To address this challenge, we interviewed
expert and key informants as a way to gather additional opinions about the effects of the pandemic
on the business community.
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The City of Minnetonka Economy and Business Landscape

The economic strengths and weaknesses of Minnetonka's economy will impact the well-
being of its businesses, workers, and residents, both now and in the future. By evaluating the
economic characteristics before the pandemic, we can more clearly analyze any of the positive or
negative effects resulting from the economic downturn. The City of Minnetonka is home to over
50,000 employees. The single largest employment sector in the city is insurance with one in five
employees working in this industry. Other major employment sectors include management of
companies and food service (Table 1). When it comes to business establishments, the City of
Minnetonka has an abundance of professional, scientific and technical businesses (Table 2).
Naturally, the number of business establishments in the city and the levels of employment are
proportional to each other in terms of the industries they represent.

Unemployment prior to the pandemic (2019) was very low in the city of Minnetonka,
around 2.6% (Figure 1). Levels of employment were so high in fact, that many employers struggled
to find workers. The Minnesota Department of Employment and Economic Development reported
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that the state had more job vacancies than unemployed workers.! The job vacancy rate in the metro
area, including Minnetonka, was 4.4% in 2019.% In terms of Minnetonka’s income characteristics,
the median household income was $95,630 and poverty was low around 4%.’

Table 1: Ten Largest Sectors by Employment - Minnetonka - 2019

Ten Largest Sectors by Employment - Minnetonka - 2019

NAICS Industry Employment (Annual)

Total, All Industries 50,016
524 Insurance Carriers and Related Activities 10,370
551 Management of Companies and Enterprises 4,080
722 Food Services and Drinking Places 2,372
541 Professional, Scientific, and Technical Services 2,357
611 Educational Services 2,156
624 Social Assistance 2,137
339 Miscellaneous Manufacturing 2,122
621 Ambulatory Health Care Services 1,523
531 Real Estate 1,512
452 General Merchandise Stores 1,082

Source: MN DEED QCEW (2019) Retrieved from https://mn.gov/deed/data/data-tools/qcew/

Table 2: Five Largest Sectors by Number of Establishments - Minnetonka - 2019

Five Largest Sectors by Number of Establishments - Minnetonka - 2019

NAICS Industry Establishments (Annual)
541 Professional, Scientific, and Technical Services 344
423 Merchant Wholesalers, Durable Goods 101
621 Ambulatory Health Care Services 101
531 Real Estate 95
722 Food Services and Drinking Places 94

Source: MN DEED QCEW (2019) Retrieved from https://mn.gov/deed/data/data-tools/qcew/

! Casale, O. (2019, March). Workforce Shortages in Minnesota's Early Learning Industry, Minnesota DEED.
Retrieved from https://mn.gov/deed/newscenter/publications/review/march-2019/early-
learning.jsp#:~:text=Minnesota's%20unemployment%20rate%2C%20at%203.2,lowest%20it's%20been%20since%2
01981.

2 Minnesota DEED. (2019). Job Vacancy Survey, Labor Market Information. Retrieved from
https://mn.gov/deed/data/data-tools/job-vacancy/

3 U.S. Census Bureau (2019). American Community Survey 5-Year Estimates

10
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Figure 1: Minnetonka Unemployment Rate 1990 - 2020*

4 Minnesota DEED. (2020). Local Area Unemployment Statistics, Labor Market Information. Retrieved from
https://mn.gov/deed/data/data-tools/laus/
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Economic Impacts of the COVID-19 Pandemic

The COVID-19 pandemic and the restrictions instituted to combat the public health
concerns have taken a devastating toll on the economy. There is still ongoing research into the
future economic impacts. In this section, we will quantify the current economic impacts as they
pertain to businesses, workers, local governments, and consumers.

Impacts to Businesses

One of the most widely used measures of economic growth or decline is the gross domestic
product. In 2020, gross domestic product in the United States shrank by 3.5%, the largest drop in
74 years.> Additionally, over 100,000 small businesses have permanently closed their doors.®
Economic decline erupted at the start of the pandemic as social distancing policies and stay at
home orders were mandated. Recovery has been slow and uncertain as states begin to reopen,
including Minnesota.

Since the start of the pandemic, Minnesota has fared in a similar condition to the rest of the
nation. Gross domestic product in Minnesota shrank by 3.7% in 2020, just slightly worse than the

3 Torry, H. (2021, January). U.S. Economy Shrank in 2020 Despite Fourth-Quarter Growth, Wall Street Journal.
https://www.wsj.com/articles/us-gdp-economic-growth-fourth-quarter-2020-11611802382

6 Long, H. (2020, May). Small business used to define America’s economy. The pandemic could change that
forever, Washington Post. https://www.washingtonpost.com/business/2020/05/12/small-business-used-define-
americas-economy-pandemic-could-end-that-forever/

12
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rest of the country.” When the pandemic first began, unemployment spiked as businesses closed.
In the first two months of the pandemic (March and April 2020) alone, 10,492 establishments
closed in Minnesota.® An additional 21,065 establishments reduced their number of employees.’
Additional impacts include a falling share of businesses experiencing revenue gains and
disruptions to global supply chains.! Two positive findings regarding Minnesota’s business
climate were high levels of innovation among businesses and steady capital investment planning.'!
This demonstrates the ability of Minnesota’s businesses to adapt to the pandemic and their
preparations to emerge just as strong as pre-COVID-19.

Despite a rough start, Minnesota and Minnetonka both increased the number of
establishments within their boundaries during the pandemic. Over the course of 2020, the number
of establishments in Minnesota rose from 178,249 to 186,368.!2 This figure in Minnetonka rose
from 2,193 to 2,262.!3 This is not to say that no businesses were lost but rather the gains in new
establishments outweighed the losses in others. Minnetonka in particular, added new
establishments in some of their industry strengths such as insurance.

A survey of Minnesota manufacturers'# conducted from November 2020 to January 2021
reported that Minnesota manufacturers expect impacts of COVID-19 to linger through 2021. When
describing contracting conditions in 2020, 60% of respondents indicated a decline in the number
of orders and 57% experienced a drop in profits. In general, the pandemic has had a particularly
negative effect on businesses supply chains, revenues, and employee productivity. Many business
respondents commented that the Paycheck Protection Program (PPP) was critical to keep them
afloat. Additionally, of the Minnetonka businesses we interviewed, all mentioned that they took
advantage of some form of financial assistance available through the City of Minnetonka. A Yoga
and Pilates studio in Minnetonka expressed gratitude for a $5,000 grant which helped with rent
payments and staff.

The effects of the pandemic have forced businesses to embrace a multitude of new
technological adaptations. A recent McKinsey Global Survey of executives demonstrated the
acceleration of digital services and systems. Of 899 high-level executives and managers surveyed,

7 U.S. Bureau of Economic Analysis (2020). Regional Data, GDP and Personal Income. Retrieved from
https://apps.bea.gov/itable/iTable.cfm?ReqID=70&step=1&acrdn=1

8 Hammida, M. (2020, December). DEED LMI Research Assesses Initial Impact of COVID-19 on Minnesota
EMployment and Business Establishments, Minnesota Economic Trends. Retrieved from
https://mn.gov/deed/newscenter/publications/trends/december-2020/assessing-initial-impact.jsp

? Ibid.

19 Minnesota Chamber of Commerce (2021, January). 4 Key Economic Takeaways From Businesses In

2020 And What Might This Tell Us About Recovery, Minnesota Chamber of Commerce. Retrieved from
https://www.mnchamber.com/blog/4-key-economic-takeaways-businesses-2020-and-what-might-tell-us-about-
recovery

' Ibid.

12 Minnesota DEED. (2020). QCEW, Labor Market Information. Retrieved from https://mn.gov/deed/data/data-
tools/qcew/

13 Ibid

14 Minnesota DEED. (2021). Manufacturing Business Conditions Survey. Retrieved fom
https://mn.gov/deed/data/research/biz-conditions-survey/

13
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nearly all said they have implemented at least temporary technological solutions to adjust to
demand.'®> Furthermore, many companies have made considerable investments to ensure these
technological changes will remain in place for years to come. Some of the types of technological
changes taking place include installing Point Of Sale (POS) systems, creating new digital products,
and converting live services into digital offerings.

The ability of a business to quickly adapt to these changes has been make or break for many
establishments. Those with the resources and know-how have thrived while those without have
failed. Something as simple as computer familiarity or internet bandwidth has caused once- steady
small businesses to falter.

During an interview with Neighborhood Development Center (NDC), a non profit
dedicated to supporting business start ups, its staff shared that many small businesses do not have
a “tech presence.” First, many do not have a point of sales system set up for online customer
transactions and were dependent on foot traffic. Another compounding issue for some businesses
is that they had not utilized online bookkeeping and accounting, slowing their adoption online.
Lastly, customers were reluctant to engage with some businesses online. A Minnetonka yoga and
tai chi studio stated that its customers are resistant to or do not want to engage online due to the
lost in-person interactions. A Minnetonka Dental Office shared a similar experience with its
customers. Many customers were slow to come back even though COVID safety measures were
taken.

One area of the economy that researchers have theorized may be struggling during the
pandemic is business startups. Namely, “the COVID-19 crisis threatens potential for innovation
that could have proven viable in normal times” (Kuckertz, 2020). Like established businesses,
startups are experiencing a drop in revenue combined with a rise in operating costs. Unlike
established businesses, startups are especially vulnerable to interrupted cash flow and lack of
access to capital for recovery. However, this hasn’t stopped businesses from trying. Data from the
US Census Bureau shows that business applications in Minnesota are up compared to before the
pandemic.'® Analyzing the first ten weeks of 2021 shows that more businesses are submitting
applications every single week than they were in the first ten weeks of 2019 or 2020 (Figure 2). In
the first week of 2021 alone, business applications were up over 214% in Minnesota compared to
the first week of 2020.

15 McKinsey & Company (2020, October). How COVID-19 has pushed companies over the technology tipping
point—and transformed business forever. Retrieved from https://www.mckinsey.com/business-functions/strategy-
and-corporate-finance/our-insights/how-covid-19-has-pushed-companies-over-the-technology-tipping-point-and-
transformed-business-forever#

16U.S. Census Bureau (n.d.). Business Formation Statistics. Retrieved from
https://uscensus.maps.arcgis.com/apps/opsdashboard/index.html#/0952d1{d435d4eb4ad4f54cde9b3cd4 1

14
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Business Formation Statistics - Minnesota

Source: U.S. Census Bureau
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Figure 2: Business Formation Statistics - Minnesota

Impacts to Workers

The national impacts of COVID-19 on workers vary by industry. Figure 3 shows
employment changes by industry during the first three months of the pandemic and the recovery
as of January 2021. The leisure and hospitality sector had very large job losses during the first few
months of the pandemic. Additionally, transportation, trade, and utilities also had major losses to
employment. The loss of jobs are reflected in the US unemployment rate. The unemployment rate
surged through the first few months of the pandemic reaching 14.5% at its peak in April.!”
However, as many industries have begun to recover and restrictions are dialed back, many sectors
are recovering. U.S. job recovery is reflected by the steady decline in unemployment which has
descended down to 6% as of February 2021.!8

17" Bureau of Labor Statistics. (2021, March). Unemployment rate in the United States by industry and class of
worker in February 2021 [Graph]. In Statista. Retrieved March 26, 2021, from https://www-statista-
com.ezp3.lib.umn.edu/statistics/217787/unemployment-rate-in-the-united-states-by-industry-and-class-of-worker/
18 Bureau Of Labor Statistics. (2021, March). The Employment Situation. Retrieved from
https://www.bls.gov/news.release/pdf/empsit.pdf
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Job Losses (and recovery) by Industry
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Figure 3: Employment changes by industry sector®®

In Minnetonka, workers in some industries were hit especially hard during the pandemic.
Overall unemployment is shown for the city in Figure 4. There was a large spike in unemployment
at the onset of the pandemic but it drops significantly towards the end of 2020. Table 3 shows the
changes in employment over the course of 2020 in specific industries. While most of the hardest
hit industries in Minnetonka had begun to bounce back significantly by Quarter 3, three industries
continued to struggle. These industries include Accommodation; Amusement, Gambling and
Recreation; and Social Assistance. Social assistance is the only one of these industries that also
falls in the ten largest industries in the City of Minnetonka organized by employment level. This
points to the fact that workers in the largest industries in Minnetonka were not significantly
affected by the downturn in employment. Overall, Minnetonka’s workforce was down more than
8% between Quarter 1 and Quarter 4.

19 Bureau of Labor Statistics. (2021, February). Current Employment Statistics Highlights. Retrieved from
https://www.bls.gov/ces/publications/highlights/2021/current-employment-statistics-highlights-01-2021.pdf
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Figure 4: Unemployment Rate - Minnetonka®

Table 3: Changes in Industry Employment by Quarter - Minnetonka - 2020
Changes in Industry Employment by Quarter - Minnetonka - 2020

# of Employees % % %
Industry Change Change Change
Q1 Q2 Q3 Q4 Q1toQ2 Q1to Q3 Q1to Q4

Total, All Industries 49,563 43,691 45,044 45,425 -11.85% -9.12% -8.35%
Accommodation 238 70 98 93 -70.59% -58.82% -60.92%
Amusement, Gambling, and
Recreation Industries 609 198 309 278 -67.49% -49.26% -54.35%
Clothing and Clothing
Accessories Stores 695 255 503 552 -63.31% -27.63% -20.58%
Personal and Laundry
Services 596 262 470 459 -56.04% -21.14% -22.99%
Religious, Grantmaking,
Civic, Professional, and 298 137 203 180 -54.03% -31.88% -39.60%
Similar Organizations
Furniture and Home
Furnishings Stores 92 46 67 83 -50.00% 27 17% -9.78%
Food Services and Drinking
Places 2,268 1,270 1,824 1,625 -44.00% -19.58% -28.35%
Social Assistance 2,146 1,344 1,410 1,436 -37.37% -34.30% -33.08%

Source: MN DEED QCEW (2020) Retrieved from https://mn.gov/deed/data/data-tools/qcew/

20 U.S. Bureau of Labor Statistics (2020, December).
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Impacts to Local Governments

The economic impacts of the current pandemic are not just being felt by businesses and
workers; state and local governments have also been hit hard. In particular, state and local
governments have suffered as a result of dropping tax revenue. Based on past recessions, the
Brookings Institution found that the Federal government's forms of tax revenue, namely income
taxes, have remained relatively stable; however, at the state and local levels, sales and other
taxes/fees declined significantly.?! The researchers projected that state and local governments
revenues would decline $155 billion in 2020.

In addition to revenue losses, local governments are facing significant workforce issues.??
Many municipalities have made the difficult decision to eliminate existing vacancies or reduce
staffing. Many areas have used temporary furloughs as their form of staffing reductions but other
areas have chosen to permanently layoff employees. Another major workforce issue has been
reducing compensation among local government employees. This effort is aimed at cutting costs
without cutting jobs in many municipalities. One of the few positive impacts local governments
have experienced as a result of the pandemic has been widespread innovation and creativity.??

Impacts to Consumers

The period of isolation and economic uncertainty brought upon by the pandemic is having
profound effects on consumer behavior. As people have had to drastically alter their lifestyles and
daily routines in order to adapt to new health mandates, they’ve also had to change the ways in
which they shop and spend their money. These changes have important implications for businesses
and the economy.

As a result of unemployment, people began spending less money on goods and services,
other than food and essentials. On the other hand, those who were able to keep their jobs through
the pandemic have greatly benefited from a reduction in costs associated with commuting to and
from work. They have generally reduced their spending habits in preparation for the worsening
economic conditions. Furthermore, they have received financial assistance from the government,
and have increased their personal savings. While people who lost their jobs because of the

2! Sheiner, L., Campbell, S. (2020, September). How much is COVID-19 hurting state and local revenues?, The
Brookings Institution. Retrieved from https://www.brookings.edu/blog/up-front/2020/09/24/how-much-is-covid-19-
hurting-state-and-local-revenues/

22 Young, G. (2020, November). 10 Common Outcomes of COVID-19 on Local Government Budgets, ICMA.
Retrieved from https://icma.org/blog-posts/10-common-outcomes-covid-19-local-government-
budgets#:~:text=10%20Common%200utcomes%200f%20COVID%2D19%200n%20Local%20Government%20Bu
dgets,-
Local%20jurisdictions%20must&text=Revenue%20declines%20%2D%20Some%20jurisdictions%20are,sources %2
Othat%?20have%20declined%?20significantly.

23 Tbid.
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pandemic have suffered way more. They have to reduce their consumption or change their
consumer behaviors as a way to respond to the losses of earning associated with unemployment.
Despite the reduction in stay-at-home orders, people are still weary of in-person retail
shopping. Online retailers like Amazon have seen record-breaking sales, and the majority of
consumers would prefer to shop online than in-person for durable as well as non-durable goods.?*
Several of our interviewees from the food and beverage sector noted that a major issue
within their industry was people’s reluctance to visit establishments indoors citing safety concerns.
As such, more people began cooking from home as opposed to eating out. This meant that those
businesses unable to adapt to changes in consumer preferences such as curbside pick-up or outdoor
seating were not as resilient. High-end establishments also suffered since people were less willing
to purchase take-out or delivery of more expensive meals. Because of this, a specific niche within
this sector - restaurants, bars, breweries or similar establishments with the capacity to offer outdoor
or spaced-out indoor seating, curb-side pick-up or take-out - fared the best through the pandemic.

24 Donthu, N., & Gustafsson, A. (2020). Eftects of covid-19 on business and research. Journal of Business
Research, 117, 284-289. doi:10.1016/j.jbusres.2020.06.008
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Strategies for Responding to COVID-19

Many levels of government and numerous business support organizations have attempted
to help businesses respond to the negative effects of the COVID-19 pandemic, but their response
has been varied and inconsistent. In this section, we will present four categories of strategies for
responding to the COVID-19 pandemic and more generally to economic downturns in the future.
Table 4 below defines each category.
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Table 4: Strategies to Respond to the COVID-19 Pandemic

Strategies to Respond to the COVID-19 Pandemic

health mitigation
efforts (i.e. indoor
dining)

Types of Financial Ordinance Business Business
Strategies Assistance Changes Protections Support
Organizations
What is it? Cash payments Changes Legal Organizations
in the form of municipalities make | protections for that provide
loans or grants, to their rules and businesses and | businesses with
or the regulations, either | policies to retain | assistance and
forgiveness of a temporarily or businesses from technical
businesses debt permanently closing or expertise
or tax burden leaving
What Hospitality, food Restaurants, Startups in All industries
industries service, other retail, and various may benefit from
need this services hospitality industries assistance during
support most? industries. the pandemic
What Helpful for small Helpful for Small Small businesses
characteristics | businesses with establishments businesses with with limited
do these very little capital whose ability to few employees, | strategic support
businesses earn revenue is potentially pre- | or limited internal
share? greatly affected by revenue resources

Financial Assistance

1. State, County, and Local Assistance

In Minnesota, the most significant relief strategies have come in the form of financial
assistance. As part of the CARES Act, the federal government dispersed aid among various levels
of government for business assistance. For example, Hennepin and Ramsey County each used
CARES Act funding to establish Small Business Relief Funds to provide grants to local businesses
who have been impacted by a COVID-19 related restrictions. Programs like these popped up in
counties throughout the state. Each county's relief funds had various maximum amounts ranging
from $2,000 to $45,000 and were available for traditional businesses as well as self-employed and
sole proprietors. A full list of counties with these Small Business Relief Funds is available from
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the Minnesota Chamber of Commerce.? It is worth noting that much of the county level covid
funds has been depleted or is no longer available.

In addition to county government, many cities developed financial assistance programs for
businesses during the pandemic. For example, the City of Burnsville implemented a similar relief
fund. The Burnsville CARES Business Grant Program provided grants of up to $20,000 available
to businesses based on a lottery system.?® The City of Minnetonka instituted a similar program but
using loans as opposed to grants. The Minnetonka Small Business Emergency Loan Program
offered one-time first come first served loans to approximately 30 businesses.?” The loans were a
maximum of $7,500, interest free and fully forgivable.

Through research undertaken among small businesses, we found that a large barrier to
applying for funding involved a lack of communication between government and businesses
regarding the requirements of the assistance programs. Specifically, a large portion of respondents
said that they didn’t think they would qualify for the programs. Others claimed that they didn’t
trust that the government would forgive their debt. This suggests that governments at many levels
should make an effort to ensure that they are actively establishing the criteria and expectations of
the program to the public, which will ensure a higher take-up rate of those loans and grants.

One small, but potentially significant, financial policy enacted by the Minnesota
Department of Revenue is penalty abatement for businesses.?® Businesses who do not comply with
state tax laws are subject to penalties and fees. Given the hardships of COVID-19, the Department
of Revenue has decided to provide relief for businesses experiencing the negative effects of the
pandemic. During this time, businesses are able to request cancellation or abatement of fees and
penalties if they qualify under the policy. Businesses with significant losses in income or with
interruptions to their ability to operate would qualify.

2. Federal Assistance

The Federal Government created a number of new initiatives to help aid businesses during
the COVID-19 pandemic. The list below (Table 5) is not all inclusive but does include the most
popular and well funded programs currently available or soon to be available.

23 Local COVID-19 Resource Database. Retrieved from https://www.mnchamber.com/blog/local-covid-19-
resource-database

26 City of Burnsville. (n.d.) Burnsville CARES Business Grant Program. Retrieved from
https://burnsvillecares.burnsvillemn.gov/

27 City of Minnetonka. (n.d.) Minnetonka Small Business Emergency Loan Program. Retrieved from
https://www.minnetonkamn.gov/business/small-business-emergency-loan

28 Minnesota Department of Revenue (n.d.). Penalty Abatement for Businesses. Retrieved from
https://www.revenue.state.mn.us/penalty-abatement-businesses
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Table 5: Major Federal Financial Assistance Programs

Major Federal Financial

What is it? Who qualifies? Where to Date funds
Assistance access it? | are available
Programs
Cares Act Paycheck Provides resources to Small Businesses Use SBA to Offering loans
(March 2020) Protection maintain their payroll, find a lender until May 31,
Program hire back employees 2021
who may have been
laid off, and cover
applicable overhead
Economic Injury | Loan or advance of up Small Businesses Apply to SBA Currently
Disaster Loan to $10,000. This will (fewer than 500 directly accepting
provide economic relief employees with applications
to businesses that are some exceptions) (as of 4/17/21)
currently experiencing and nonprofit
a temporary loss of organizations
revenue. Loans will
need to be repaid,
advances will not
Debt Relief Debt relief for existing Existing SBA loan SBA Ongoing
SBA borrowers borrowers
impacted by COVID-19
American Shuttered Venue Grants for eligible Live venues, SBA Currently
Rescue Plan | Operators Grant venues affected by theatrical producers, accepting
(March 2021) COVID-19 live performing arts applications
operators, (as of 4/22/21)
museums, zoos and
aquariums,
motion picture
theaters, talent reps
Restaurant Funding to help Restaurants and SBA Currently
Revitalization businesses keep their other eligible accepting
Fund doors open businesses applications
(as of 4/22/21)
Community Grants to support SBA resource SBA Application
Navigator Pilot | outreach to businesses partners, states, opens by April
Program in underserved tribes, local 30, 2021
communities governments, and
nonprofit orgs

The Paycheck Protection Program (PPP) is one of the largest response strategies taking
place in the country. This program provides loans, backed by the Small Business Administration,
to businesses who keep their workforce employed during the COVID-19 pandemic. Eligible
borrowers may qualify for full loan forgiveness if they meet three requirements over the course of
the 8- to 24-week covered period following their loan disbursement. The requirements include:
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Employee and compensation levels must be maintained
The loan proceeds are spent only on payroll costs and other eligible expenses; and
At least 60% of the proceeds are spent on payroll costs

A large portion of businesses in Minnesota (Table 6), including Minnetonka, took
advantage of this loan program. Businesses in the City of Minnetonka received larger loans on
average than businesses in the rest of the state. In addition, the average company size was slightly
larger. In total, Minnetonka businesses received approximately 1% of the state's total PPP loan
amount.

Table 7 shows that a large percentage of workers in Minnetonka have benefited from the
Paycheck Protection Program. Among the 50,016 workers in the city, 14,429 or roughly 29%,
benefited from this form of financial assistance. This could be an effective financial assistance
strategy in future pandemics, especially for small businesses or companies with fewer employees
on average.

Table 6: Minnesota PPP Loan Dashboard

Minnesota PPP Loan Dashboard
April 2020 - March 2021

Total PPP Loans Approved 157,860
Total Loan Amount $14,701,931,127
Total Employees 1,582,056
Average PPP Loan Amount $93,133
Average Company Size 10 employees

Source: U.S. Small Business Administration. Retrieved from https://data.sba.gov/dataset/ppp-foia
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Table 7: Minnetonka PPP Loan Dashboard

Minnetonka PPP Loan Dashboard
April 2020 - March 2021

Total PPP Loans Approved 1,302
Total Loan Amount $159,983,559
Total Jobs 14,429
Average PPP Loan Amount $122,875
Average Company Size 11 employees

Source: U.S. Small Business Administration. Retrieved from https://data.sba.gov/dataset/ppp-foia

Ordinance Changes

Ordinance changes as a response are primarily about flexibility and allowing businesses to
continue operating by counteracting the burdensome rules necessary for public health. During the
COVID-19 pandemic, as new rules were put into place to restrict businesses, other rules needed to
be adjusted to allow businesses to continue with their operations in some aspects. In the future,
public health or other public emergencies may place new restrictions on businesses and City
ordinances may need to be adjusted to accommodate businesses ability to operate under the new
restrictions.

One of the major issues the restaurant industry has faced during the COVID-19 pandemic
has been the increased risk of transmission indoors. In a state as cold as Minnesota, eating outdoors
is not an option year round and many restaurants elect not to pursue that type of setup. During the
pandemic, however, many establishments decided they needed to capitalize on this type of dining
in order to keep their business alive. Outdoor dining, or patio dining, requires a permit in most
cities so local municipalities recognized early on that changes were needed to the process for
acquiring one. The City of Minnetonka is one example of this change as they offered temporary
outdoor dining permits with limited application requirements.?’ This sped up the application
process and gave businesses the flexibility to expand their dining options quickly. Other
municipalities have enacted similar processes. For example, the City of Minneapolis expanded and

29 City of Minnetonka (2020, May). Application for Temporary Outdoor Dining Notice. Retrieved from
https://www.minnetonkamn.gov/Home/Components/News/News/176/1228?arch=1&npage=2
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relaxed zoning and business regulations by waiving fees for outdoor dining permits and expediting
the processing of applications.*°

Sherburne County took outdoor dining accommodations one step further by establishing a
relief fund to help cover business costs related to expanding capacity.’! Eligible businesses may
qualify for up to $1,000 a month for reimbursement of outdoor dining expenses such as tents or
patio furniture. The funds came from a partnership between Sherburne County and the Initiative
Foundation and do not need to be paid back.

For businesses that rely primarily on liquor sales, the closures and difficulties of indoor
dining have placed significant pressure on their ability to generate revenue. As a result, cocktails
to-go is a trend that is sweeping across the country with many states enacting temporary or
permanent measures. There has been much debate on the subject in Minnesota but so far only beer
and wine sales to-go have been authorized.?? The lack of flexibility for restaurants and bars to earn
revenue through to-go liquor sales underpins the necessity of creating other means for these
businesses to serve customers.

Business Protection

Throughout the pandemic as businesses have begun to reopen, one of their key concerns
has been around business liability protections. Their fear is that there will be an onslaught of civil
lawsuits related to COVID-19 as the state continues to reopen. The current discussion on the topic
is that businesses that pivoted to making masks or hand sanitizer should be protected from related
legal action as well as establishments that stayed open during the pandemic for in-person business.
Furthermore, business leaders are asking for protection from civil lawsuits if someone catches
COVID-19 in their business. There are some exceptions to these protections to prevent negligence
on the part of business owners. The Minnesota Senate has currently paused discussions and has
set aside a bill aimed at establishing these protections.>?

Many cities are encouraging the use of business incubators to support entrepreneurs and
protect their businesses. Research has shown that business incubators have a positive impact on
job growth in participating firms, and that firms in incubators receive more business than firms not
associated with an incubator. Business incubators come in many forms, but typically offer a
combination of affordable office space, shared administrative services, business advisory services

30 City of Minneapolis (2020, May). Emergency Regulation 2020-13. Retrieved from
https://www.minneapolismn.gov/government/mayor/official-notices/emergency-regulation-2020-13/

31 Boyle, J. (2020, May). Elk River Council makes it easier for businesses to expand outdoor dining; Sherburne
County creates Outdoor Capacity Relief Fund, Star News. Retrieved from
https://www.hometownsource.com/elk river star news/elk-river-council-makes-it-easier-for-businesses-to-expand-
outdoor-dining-sherburne-county-creates/article 10alcebe-a219-11ea-ab40-ffe8a28b845b.html

32 Bierschbach, B. (2020, December). Struggling Minnesota Bars and Restaurants Want to Sell cocktails to go,
StarTribune. Retrieved from https://www.startribune.com/struggling-minnesota-bars-and-restaurants-want-to-sell-
cocktails-to-go/573253901/

33 Limmer, W. (2021, March) S.F. No. 745 - Limited Liability for Claims Related to COVID-19. Retrieved from
https://www.senate.mn/departments/scr/billsumm/202 1/SF745.pdf
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and strong community partnerships to entrepreneurs at the early stages of the business cycle. These
kinds of services are especially important to up-and-coming businesses during the economic
uncertainties resulting from the COVID-19 pandemic; evidence shows that businesses that
received support through business incubators have a higher survival rate, generate more revenue,
and create more jobs.** After the COVID-19 lockdown orders were instituted and business aid was
released, businesses that had well-established networks with other businesses were already in a
better position to hear about, apply to and receive funds, while those smaller, up-and-coming
businesses did not have the resources or the connections to thrive. This demonstrates that business
incubators are a viable option for small businesses to be resilient during the COVID-19 pandemic.
This is also a vital resource for people seeking well-paying jobs in the aftermath of the COVID-
19 pandemic.

Business Support Organizations

Businesses in the City of Minnetonka benefit greatly from the plethora of economic
development agencies in the region. While City staff play a huge role in ensuring businesses can
succeed within the area, additional help is available for businesses in need of assistance. During
the course of our research we identified a number of business support organizations with tools and
resources to help businesses weather the current economic downturn (Table 8).

Table 8: Business Support Organizations

Business Support Organizations How they can help

Small Business Administration
https://www.sba.gov

Help launching, managing, or growing a business,
financial assistance programs

Minnesota DEED
https://mn.gov/deed/

Help starting a business, business financing
options, site selection help, workforce training
assistance, international trade connections

GreaterMSP
https://www.greatermsp.org/

Provide connections to business assistance
programs and incentives

Minnesota Chamber of Commerce
https://www.mnchamber.com/

Financial assistance dashboard, policy updates,
supplier match database, business advocacy

Minneapolis Regional Chamber of
Commerce (Formerly Twinwest Chamber)
https://www.mplschamber.com/

Provide technical assistance, peer-to-peer
roundtables and webinars

Excelsior-Lake Minnetonka Chamber
http://www.excelsior-

Offer Lake Minnetonka business grants

34 Bruneel, J., Ratinho, T., Clarysse, B., & Groen, A. (2012). The evolution of Business Incubators: Comparing
demand and supply of business Incubation services across different incubator generations. Technovation, 32(2), 110-

121. doi:10.1016/j.technovation.2011.11.003
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lakeminnetonkachamber.com/

Neighborhood Development Center Offer entrepreneurship training, financing for
http://www.ndc-mn.org/ businesses unable to access traditional sources of
capital, access to business incubators

Small businesses in particular may not have the resources or manpower to explore the
numerous programs and tools available to help businesses succeed. By reaching out to these
organizations, a small business can get the help they need to start, maintain or expand their
business. The major advantage to using these organizations is the level of expertise they can
provide. Some of these groups both advised on and created many of the tools at their disposal.
Depending on the type and level of assistance needed one or more of the organizations listed above
may be able to help a businesses problem.

The Minneapolis Regional Chamber of Commerce (formerly the Twinwest Chamber) are
policy advocates that support the business community and serve as a connector to build coalitions
on business issues. As part of this effort, they built the “Elevate Business” platform, which is a
technology and public-private partnership that offers pro bono services to businesses located in
Hennepin County. This platform is built to provide resources to help rebuild, re-establish and re-
ignite business not just during the pandemic but also continue providing support alongside business
recovery.

Minnesota DEED is the state's principal economic development agency. DEED programs
promote business recruitment, expansion, and retention; international trade; workforce
development; and community development. DEED created and administers a number of COVID-
19 Emergency Business Assistance programs such as Minnesota Convention Center Relief Grants;
Small Business Emergency Loans; and Minnesota Cultural Mall Operator Grants, and more.>?

The Neighborhood Development Center (NDC) supports businesses in a couple of unique
ways. As businesses are starting or growing, NDC offers entrepreneurship training classes and
workshops in addition to webinars. They also play a key role in supporting businesses struggling
to secure traditional forms of capital by connecting them to government loans and grants. Finally,
they help businesses explore and locate incubators to support their growth.

3 https://mn.gov/deed/business/financing-business/deed-programs/

28



Planning for Economic Development and Resilience Post COVID-19

Cart Analysls

7 ﬁ = Machine Learning
Predictive Analytics AP o
4

2
&

Recommendations

With the pandemic still looming over the economy, we have chosen to divide our
recommendations into three phases. The First Phase will focus on recommendations for the City
of Minnetonka as they emerge from the pandemic and will prioritize creating a smooth economic
recovery. The Second Phase will focus on general recommendations for the City. This phase's
recommendations emerged from the pandemic and will help prepare Minnetonka for resilience in
future public health emergencies. The Third and final Phase will focus on recommendations for
the City of Minnetonka to institute if a future crisis or public health emergency similar to the
COVID-19 pandemic occurs. Table 9 outlines all three phases.

Phase 1: Recovery

The City of Minnetonka should continue to direct affected businesses to existing financial
assistance programs. Furthermore, the City must continue to document and monitor new financial
assistance programs that businesses can utilize. Next, existing ordinance changes should be
extended to see the pandemic through and flexibility should be continued to allow for more
ordinance changes as needed. Business liability protection would greatly aid businesses ability to
re-open confidently. While the issue is being debated at the state level, educating and advocating
on behalf of businesses may help sway decision makers. Additionally, business support
organizations play a key role in providing a positive business climate. The City should maintain
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working relationships with these organizations and direct businesses to these organizations for
support.

Phase 2: Resilience

The City of Minnetonka should build resilience into their existing plans and policies. First,
this will include the development of an ordinance alternatives plan for crises. Maintaining
flexibility to act quickly is essential in a crisis. Additionally, the ability to swiftly change
ordinances when needed provides direction for businesses to adjust quickly. Second, we
recommend debriefing with businesses and key stakeholders throughout the Minnetonka
community. It will be vital to hear from businesses directly. A more regular communication system
must be established between the City of Minnetonka and businesses. Once businesses are out of
the worst of the pandemic, there will be greater opportunity to hear from them and reflect on what
relief strategies were most successful. Effective debriefing will prove to be a valuable learning
experience for City of Minnetonka staff. Finally, business incubators are proven to help businesses
survive. Providing funding to support business incubators within the city may help Minnetonka
businesses prepare for resiliency during a crisis.

Phase 3: Preparedness

The City of Minnetonka should explore the feasibility of implementing a small business
grant program in case of future emergencies. One of the most successful and widely used strategies
to weather the pandemic has been financial assistance. Speed is vital in a crisis and getting money
out the door quickly is essential for many small businesses. Given a quick turnaround timeline, the
grant program would ideally be tailored to help businesses heavily impacted by a future crisis. As
previously mentioned, flexibility is crucial during a crisis and being able to listen and adapt as
businesses identify municipal road blocks will be important. Additional flexibility and adaptability
may be possible through the formation of a municipal task force. Bringing together members of
the business community with public health and government officials may generate useful insights
and plans during a crisis. Establishing a municipal task force targeted at crises in the future will
allow the City to get all the key stakeholders together to help address problems. Finally, continue
partnerships with business support organizations. These organizations bring additional resources
and assistance to businesses in Minnetonka.
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Table 9: Recommendations

Recommendations Financial Ordinance Business Business Support
Assistance Changes Protections Organizations
Phase 1: Utilize existing Continue Advocate for Be aware of these
Recovery dashboards or listening and and educate organizations and the
toolkits to help | adapting to what businesses capacities in which
businesses find businesses about liability they can help. Direct
financial need. Extend protections businesses to these
assistance permitting organizations for
opportunities changes assistance
Phase 2: Track financial | Maintain flexible | Explore helping | Maintain connection
Resilience assistance regulations to to fund an with local business
availability adapt quickly in incubator support organizations
support of
businesses
Phase 3: Explore the Listen to Work with business
Preparedness creation of a businesses and support organizations
grant program adapt City to help increase the
for small ordinances to risk response ability
businesses maintain a of businesses
heavily impacted supportive
by the crisis business climate
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Conclusion

The health and economic impacts of the pandemic on businesses and other areas of daily
life have been tremendous and remind us to reflect on how cities and regions can craft more
flexible and resilient responses to crises like the COVID-19 pandemic.

The impacts of the pandemic have ripple effects and influence each other. This report
focused on the effects felt by businesses and workers. Businesses in industries such as leisure,
hospitality, and airlines were hit the most, and workers in these industries also suffered from
unemployment and temporary shutdowns. As part of the economy, state and local governments
have also suffered from a drop in tax revenue and some government workers have faced staffing
reductions and layoffs. Customers’ behaviors have also been altered during the pandemic.
Consumers began spending less money on any goods that weren’t food and essentials, they
changed their investments from non-durable goods to durable goods, and they increased personal
savings tremendously.

We identified four categories of strategies - Financial Assistance, Ordinance Changes,
Business Protections, and Business Support Organizations - that have been implemented over the
last year.

Financial Assistance has been the most important resource during the pandemic. Financial
support provides critical help for affected businesses and workers and was implemented at many
levels of governments. The Paycheck Protection Program was one of the most effective financial
assistance strategies that benefited many of Minnetonka’s workers, and could be a vital financial
assistance program in future crises. Financial Assistance is the most essential strategy for the
Recovery phase (Phase 1) of our recommendations. In the Resilience Phase (Phase 2), financial
assistance also serves a purpose as a strategy to keep tracking its availability. Finally, in the
Preparedness Phase (Phase 3), we recommend exploring the creation of a grant program for
businesses that are impacted by any potential future crisis.

Ordinance Changes are strategies that allowed businesses to adjust their operations and
were crucial to businesses like restaurants and bars that relied on indoor services. Temporary
ordinances allowing outdoor dining or expanding service areas increased the flexibility for the
food service industry. Ordinance Changes can continue to be used during Recovery and Resilience
Phases to adapt to businesses needs. In the Preparedness Phase, the City could maintain a
supportive business environment by listening to the businesses and adapting City ordinances.

Business Protection involves the mechanisms to provide legal protections for companies
(e.g. lawsuits that are related to COVID) and to support businesses in incubators. Businesses that
receive support through business incubators usually have a higher survival rate and are more
resilient. In the Recovery Phase, Business Protections serve as legal aid to help business re-open.
These liability protections are worth exploring and helping to support or fund incubators during
the Resilience Phase to achieve long-term economic resilience in the city.

The fourth and final strategy involves Business Support Organizations (e.g. SBA, DEED,
Minneapolis Regional Chamber of Commerce) that could provide valuable resources or assistance
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to businesses in Minnetonka. These organizations support the business communities by providing
a variety of tools and resources, and serving as a connector to businesses. Their main task as part
of the Recovery Phase is to direct businesses to resources for assistance. In the Resilience Phase,
the City should maintain the connection with local support organizations and bring together
businesses and support organizations. In the Preparedness Phase, it is our recommendation that the
City work with business support organizations to help increase the risk-response and crisis-
management ability of local businesses.
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Appendix

Al: Interview questions for businesses

Business history and current operations:

When was your business founded?

How many employees do you have? Has that number changed over the last year?

Do you have other locations or facilities out of the Minnetonka area?

How’s the business changed over the last year? Did you relocate or think of relocating
the business and why?

How has your revenue changed over the past year? Increased, Decreased, Stable

How have your expenses changed over the past year? Increased, Decreased, Stable

Do any of the following characteristics apply to your business? Women-owned, minority-
owned, veteran-owned, certified small business

COVID-19 related impacts and strategies implemented to reduce these impacts:

How has the pandemic affected your business? Either short-term or long-term?

What steps has your business taken to mitigate these effects?

What specific actions could the City of Minnetonka take to help mitigate the economic
impact felt by businesses?

Barriers:

What are the barriers preventing your business from adapting to the pandemic better?
(e.g. technological, infrastructural, etc...)

A2: Interview questions for business support organizations

What are the most frequent needs of the businesses you work with? How do you help
them meet those needs?

As you have worked with businesses during the pandemic, how has your assistance and
support changed compared to pre-pandemic?

What are the major barriers you see businesses struggling with during the pandemic?
What are the major barriers you predict businesses will face as we emerge from the
pandemic?

Do you partner with neighboring communities in supporting businesses, if so how?
What sort of assistance could local municipalities offer to better support businesses
during and following the pandemic? Alternatively, are there any actions taken by local
municipalities during the pandemic that you have seen that were particularly helpful?
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