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Location Quotients
Identifying clusters can be done in several ways. One common exploratory and cost-effective way to 
identify a cluster is by calculating the location quotient. The location quotient is a means to measure 
strength in a particular industry. Most of the time location quotients are calculated at the metropolitan 
statistical area (MSA) level and are calculated in relation to either the state or nation. In other words, 
the location quotient measures a region’s strength in a given industry.

Interpreting the Location Quotient
LQ > 1 suggests that there is a comparative advantage in this local industry compared to the nation 
        (i.e.  a “strong industry”)
LQ = 1 suggests the same local representation of this industry as the nation
LQ < 1 suggests weaker local representation of an industry than in the nation (i.e.  a  “weak  industry”)

Interpreting Changes in Location Quotient
Positive change indicates a growing industry.
Negative change indicates a declining Industry.
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Expert Interview Highlights
Linda Clark, Manager of Economic Development and Community 
Services, Xcel Energies
- Xcel Energies engages in outreach programs, such as economic development
- Its goals are to increase sales of and provision of reliable sources of power and  
  natural gas
- Investment partnership with City of Eau Claire to cost-effectively develop infra-  
  structure on lands set aside for industrial and commercial growth
- Offer land use planning in both distribution and transmission
- Serve on community boards/committees/task forces that aim to retain and recruit 
  businesses
  

 Mike Schatz, Director of Economic Development, City of Eau Claire
- City of Eau Claire anticipates future industrial growth and does develop land to 
   prepare for expansion with community partners (i.e. Xcel Energies)
- Attract companies to Eau Claire MSA to provide jobs and broaden tax base; make 
   Eau Claire community attractive for talented labor force
- Retain current industry
- Provide information about current trends involving local standard of living, labor 
   pool, development, land use, infrastructure

Objective: To identify existing and potential industry clusters in the 
Eau Claire Metropolitan Statistical Area (MSA)

Methodology:
   1) Conduct literature review
   2) Calculate and analyze location quotients
   3) Conduct expert interviews
   4) Analyize data
   5) Create cluster maps
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Location Quotients for Selected Industries in the Eau Claire MSA

Note: size of circle indicates relative importance of industry.

Sectors vs. Clusters
 Two economic terms are often used interchangeably, even though they refer to 
different concepts. A sector can be defined as a group of enterprises that manufacture 
similar products or provide similar services.  This differs from an industry cluster, which 
is a group of business enterprises and non-business organizations for whom 
membership within the group is an important element of each member firm’s individual . 
competitiveness. This interdependent grouping of firms and institutions share relation-
ships, buyers and suppliers, technologies, infrastructure, labor pools, and capital 
resources among other things, in order to be competitive.
 This project refers to several types of clusters. Regional industry clusters are a 
type of cluster whose elements share a common regional location. This region can be 
defined as a metropolitan statistical area, labor market, or state for example.  When a 
cluster is growing in importance, it is referred to as a potential or emerging industry 
cluster.

Why Care about Regional Clusters?
 There are many benefits to economic growth centered on clusters. Clusters provide 
comparative advantage to businesses and institutions involved; clusters allow these enti-
ties to concentrate on exactly what they do best. Geographic clusters allow proximity to 
suppliers, skilled labor pools, and connections between local businesses and 
institutions.
 Competitive clusters are advantageous from an economic development perspective 
as they help fuel local economic growth. Local governments can aim to recruit additional 
firms or create new institutions within a strong or emerging cluster in order to reap both 
“hard benefits” (i.e. higher productivity, lower costs of inputs, network opportunities) and 
“soft benefits” (i.e. collective planning, influence, skilled labor pools, innovation, etc.)
  The State of Wisconsin Department of Commerce has identified eight established in-
dustrial clusters (wind energy, biotechnology, dairy, food products and processing, paper, 
plastics, printing, and tourism) and two emerging industrial clusters (information tech-
nology and medical devices).

Industry

2003 EC 
MSA 

Location 
Quotient

2008 EC 
MSA 

Location 
Quotient

Change in 
Location 
Quotient

Base Industry: Total, all industries 1 1 0
NAICS 23 Construction 0.8 0.72 -0.08
NAICS 31-33 Manufacturing 1.31 1.39 0.08
NAICS 311 Food manufacturing 1.16 1.27 0.11
NAICS 312 Beverage and tobacco 
product manufacturing 2.04 1.78 -0.26
NAICS 322 Paper manufacturing 2.71 ND* NC*
NAICS 323 Printing and related support 
activities 0.93 0.76 -0.17
NAICS 326 Plastics and rubber products 
manufacturing 2.28 2.34 0.06
NAICS 327 Nonmetallic mineral product 
manufacturing 0.57 0.94 0.37
NAICS 332 Fabricated metal product 
manufacturing 1.88 1.69 -0.19
NAICS 333 Machinery manufacturing 1.5 1.36 -0.14
NAICS 337 Furniture and related 
product manufacturing 1.29 1.13 -0.16

NAICS 339 Miscellaneous manufacturing
0.82 0.75 -0.07

NAICS 44-45 Retail trade 1.17 1.17 0
NAICS 48-49 Transportation and 
warehousing 1.15 1.15 0
NAICS 51 Information 0.65 0.67 0.02
NAICS 52 Finance and insurance 0.85 1.11 0.26
NAICS 53 Real estate and rental and 
leasing 0.52 0.48 -0.04
NAICS 54 Professional and technical 
services 0.57 0.52 -0.05
NAICS 55 Management of companies 
and enterprises 1.66 1.73 0.07
NAICS 56 Administrative and waste 
services 0.65 0.92 0.27
NAICS 61 Educational services 0.61 0.48 -0.13
NAICS 62 Health care and social 
assistance 1.33 1.28 -0.05
NAICS 71 Arts, entertainment, and 
recreation 0.68 0.65 -0.03
NAICS 72 Accommodation and food 
services 1.12 0.99 -0.13
NAICS 81 Other services, except public 
administration 1.01 0.88 -0.13

Location Quotient: Ratio of analysis-industry employment in the analysis area to base-
industry employment in the analysis area divided by the ratio of analysis-industry 

(ND) Not Disclosable
(NC) Not Calculable, the data does not exist or it is zero

 Location Quotient Data
Selected 2-Digit and 3-Digit NAICS Codes

(calculated with respect to United States)
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Eau Claire Paper Cluster

Business 
Sector

Inputs

Higher 
Education

Paper 
Manufacturers

UW-Eau Claire

UW-Stout

CVTC

Infrastructure

City of Eau 
Claire

Xcel Energies

Chippewa River

Eau Claire 
River

Water 
Resources

Wood Products

Forestry 
Industry

Labor ForceLand

Conclusion
 Evidence from location quotients analysis and expert interviews supports the existence of three of the eight 
established Wisconsin clusters (food products and manufacturing, paper, and plastics). In addition, our research 
suggests an emerging cluster in information sciences and a strong cluster in health care.
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