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AREA FIRMS DIGGING
OUT OF DEEP HOLE

Bethany Schubert uses a powered device to sanitize surfaces on school buses between uses on Aug. 31 at Trobec’s Bus
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Service in St. Stephen. DAVE SCHWARZ/ST. CLOUD TIMES

Some sectors recovering more quickly in wake of pandemic

hile some sectors of the local
Weconomy continue to be dev-

astated by the COVID-19 pan-
demic, many area firms are now begin-
ning to recuperate from this spring’s
shock waves.

Overall, local employment was 3.1%
lower in July 2020 than it was one year
earlier, but this is a clear improvement
from what was seen in last quarter’s St.
Cloud Area Quarterly Business Report
(at which time we reported an 1.5%
year-over-year decline in area employ-
ment).

In addition, published job losses in
the Twin Cities (and across the state) are
considerably worse than what is seen lo-
cally. For example, Twin Cities employ-
ment declined 8.7% over the year ending
July 2020 (and state employment
dropped 8.5% over the same period).

These relatively stronger numbers in
the St. Cloud labor market are little com-
fort to those firms in the leisure and hos-
pitality sector, where local employment
fell 23.1% over the past 12 months. The
information and “other services” sec-
tors, along with the local government
sub-sector, also experienced double dig-
it percentage employment declines over
the year ending July 2020. Combined,
these four sectors account for 17.3% of
overall area employment.

Other key local sectors are faring bet-

Key results of survey
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ter than three months ago. For example,
employment in the education/health
sector was 1% higher in July 2020 than it
was one year earlier (these numbers do
not reflect the closure of the Health Part-
ners Central Minnesota Clinic at the end
of August). In addition, retail trade em-
ployment grew 9.8% over the year end-
ing July 2020. Mining/logging/con-
struction employment was also higher

locally. These three growth sectors ac-
count for more than 40% of local jobs.
The St. Cloud Index of Leading Eco-
nomic Indicators was down 0.1% in the
quarter and down 0.9% over the last
year. Current business activity at sur-
veyed firms was improved from three
months ago (When reported activity was
weaker than at any time over the 22
years that the St. Cloud Area Business
Outlook Survey has been administered).
For example, nearly half of surveyed
firms report an increase in business ac-
tivity over the past three months and
more than one-third of firms indicate in-
creased capital expenditures in the cur-
rent quarter. The future outlook of sur-
veyed firms is weaker than usual for the
August survey but, on balance, area
firms still expect improved business
conditions by the beginning of next year.
In special questions, nearly half of
surveyed firms expect the local reces-
sion to continue into 2021 — few firms
think the local recession will be over by
the end of 2020. In other special ques-
tions, area business leaders share any
positive long-term impact that CO-
VID-19 has had on their firms. They also
weigh in on the extent to which the pan-
demic is likely to influence election out-
comes. Finally, firms describe ways in

See FIRMS, Page 2I

Is the St. Cloud economy more

that private sector employment in

the St. Cloud economy fell by less
than 3% as compared to declines of 8.5%
for the state as a whole.

Indeed, most of this decline hap-
pened before March 2020: St. Cloud pri-
vate sector employment was only 0.2%
lower in July than February while it is
still 4% lower in Grand Forks-East Grand
Forks, 5% lower in Fargo-Moorhead,
Rochester and Minneapolis-St. Paul and
6% lower in Duluth and Mankato. What

Elsewhere in this report we show

is it about St. Cloud that allows it to have
so much less impact from the COVID
economic shock?

One place to look is how the shock af-
fects different sectors of an economy dif-
ferently. As we discussed in the June edi-
tion of the St. Cloud Quarterly Business
Review, the shock is felt disproportion-
ately on service sectors where the ser-
vice includes in-person interaction, such
as spectating movies and live theater,
visiting gyms or going to hair and nail sa-
lons.

COVID-proof?

Impact is also felt in food and bever-
age services or in hotels. As seen in the
graph below, through July the most nota-
ble declines are in leisure and hospitality
and in “other services” (which includes
most of the other manual services as
well as the arts and entertainment sec-
tors). A slightly better performance in re-
tail most likely represents the substitu-
tion of eating at home and the purchase
of groceries for the decline in use of res-

See ECONOMY, Page 41
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Survey results for standard questions

Table 1: Current business conditions

St. Cloud Area Business Outlook
Survey summary, August 2020 e

\?Qe \?&
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What is your evaluation of: C’ & ¢
Level of business activity
for your company 27.9 23.3 48.8
Number of employees on
your company’s payroll 16.3 55.8 27.9
Length of the workweek
for your employees 14.0 58.1 27.9
Capital expenditures (equipment,
machinery, structures, etc.) 16.3 48.8 34.9
by your company
Employee compensation (wages and
benefits) by your company 23 60.5 34.9
Prices received for your company’s
products 18.6 55.8 23.3
National business activity 23.3 39.5 27.9
Your company’s difficulty 7.0 67.4 20.9

attracting qualified workers

August 2020 vs. three months ago

Table 2: Future business conditions

St. Cloud Area Business Outlook

£ s?_, Survey summary, August 2020
& S Y.
&% S 2 ST . .
Q.g\'&g, \“8{{_‘\;& T What is your evaluation of:
Level of business activity
20.9 -44.7 30.6 for your company
Number of employees on
11.6 -21.7 24.5 your company’s payroll
Length of the workweek
13.9 -34.1 12.3 for your employees
Capital expenditures (equipment,
18.6 -40.5 20.4 machinery, structures, etc.)
by your company
Employee compensation (wages and
32.6 2.1 44.9 benefits) by your company
Prices received for your company’s
4.7 -17.0 14.3 products
4.6 -48.9 14.3 National business activity
13.9 -8.5 26.5 Your company'’s difficulty

attracting qualified workers

Six months from now vs. August 2020

$ $ & Do Do
Q"‘i;i:?z :‘\.:"’Q& Q”.‘:f::}o & i’;& ‘ﬁi;f@ *}3%:‘:;;
302 209 419 117 19.1 163
18.6 58.1 18.6 0 10.7 10.2
163 674  11.6  -4.7 2.1 -4.1
70 628 256 186  -12.8 306
23 558 349 326 85  44.9
70 558 279 209 2.1 18.4
256 419 163  -9.3 213 6.1
70 674 163 9.3 22 225

Notes: (1) Reported numbers are percentages of businesses surveyed. (2) Rows may not sum to 100 because of "not applicable" and omitted responses. (3) Diffusion indexes represent the percentage of respondents indicating an increase minus the
percentage indicating a decrease. A positive diffusion index is generally consistent with economic expansion. Source: SCSU School of Public Affairs Research Institute

CURRENT ACTIVITY

St. Cloud Area Business Outlook Survey. Re-

sponses are from 43 area businesses that re-
turned the recent mailing in time to be included in the
report.

Participating firms are representative of the diverse
collection of businesses in the St. Cloud area. They in-
clude retail, manufacturing, construction, financial,
health services and government enterprises both
small and large. Survey responses are strictly confi-
dential. Written and oral comments have not been at-
tributed to individual firms.

Table 1 shows that the three-month period ending
in August 2020 was improved from the previous quar-
ter. While the local economy remains in the recession
that undoubtedly began in the first quarter of this year,
nearly half of surveyed firms experienced increased
business activity this quarter. This can be seen in Ta-
ble 1as well as in the accompanying chart.

The diffusion index on current business activity
jumped from -44.7 last quarter (an all-time low) to a
respectable value of 20.9 in this quarter’s survey. A dif-
fusion index represents the percentage of respondents
indicating an increase minus the percentage indicat-
ing a decrease in any given quarter. For any given item,
a positive index usually indicates expanding activity,
while a negative index implies declining conditions.

The index values on all Table1items rebounded this
quarter as many area firms began to work their way
through the challenges posed by the pandemic. The
Table 1 readings on employment, length of workweek
and employee compensation all show a local labor
market that has begun to improve after its historically
weak performance in the spring.

We do note that the area labor market is still a long
way from returning to it pre-recession activity. For ex-
ample, one year ago in the August 2019 survey, the in-
dex value on “difficulty attracting qualified workers”
was 26.5, which was well above its 13.9 reading this
quarter. Still, we note this survey item had a negative
reading three months ago (which was the first negative

T ables1and 2 report the most recent results of the

value since the Great Recession). Pockets of the local
economy still appear to be experiencing worker short-
ages.

As can be seen in the accompanying chart, the cur-
rent capital expenditures index also rebounded from
its historical weakness last quarter. With 35% of sur-
veyed firms reporting increased capital spending over
the past three months (and only 16% indicating re-
duced capital spending), the index value on this item
shot up considerably this quarter. This marks a much
more optimistic outlook than we observed last quar-
ter.

We also note that the prices received and national
business activity indexes returned to positive values
this quarter, but they still remain well below what
would normally be seen in the current conditions sur-
vey.

As always, firms were asked to report any factors
that are affecting their business. These comments in-
clude:

e The continued escalating prices of material and
the lack of young people wanting to be part of the con-
struction business.

e Decreased miles driven has had a negative impact
on our retail business.

e With no bonding bill passed at the state, it will
have a significant impact on the construction industry
and cause unemployment at a time we need to put
people back to work.

e General uncertainty is the biggest challenge.

e Too much government.

e People still too trusting of media. Just remember
it’'shuman nature, everyone has an agenda. It’s back to
school, do your own homework.

e Our commercial division hurt drastically by bar
shutdown.

e We are a seasonal business with our busy season
being April-October.

o We literally have no business coming in yet we are
working long hard hours to (deliver services to our cus-
tomers).

FUTURE OUTLOOK

Table 2 provide mixed signals of what to expect

over the next six months. Some of the weakness
seen in this table is a normal seasonal occurrence, but
itis also clear that the expectation of continued reces-
sion is weighing on the local outlook. For example,
42% of firms expect increased business activity over
the next six months, but 30% think business activity
will weaken.

In addition (see accompanying chart), the index on
future employment is 0. Most surveyed firms (58%)
expect unchanged employment by February 2021 (and
another 19% think employment will fall). There is no
better signal than this that the recession is not expect-
ed to end in 2020.

While the future capital expenditures index re-
bounded this quarter — increasing more than 30
points from its all-time low value of -12.8 last quarter,
the outlook for national business activity (see accom-

The results from the future conditions survey in

panying chart) plummeted to its lowest value that has
ever been recorded. This is only the second time that
this index has recorded a negative reading (the other
time was in August 2008 — during the Great Recession
and three months prior to a presidential election).

We also note that the employee compensation and
prices received indexes in Table 2 are improved from
last quarter, but the future difficulty attracting qual-
ified workers index remains very low. As we have often
noted, this index has served as one of our unofficial
indicators of local recession.

Historically this series has followed a similar pat-
tern as the aggregate economy, so it is no surprise that
it is displaying weakness. The normal reading on this
item in the August survey is 19.5, so a value of 9.3 is not
too far below what is expected — but this is an indica-
tor that is worth watching as we think about when the
local recession will end and recovery will begin. This is
the topic of our first special question.

Chart 1: Current Business Activity
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Continued from Page 1l

which they are likely to be impacted by
the form taken of K-12 school re-open-
ings.

Key takeaways

Private sector payroll employment in

the St. Cloud area fell 2.9% from one
year earlier in the 12 months through
July 2020. The unemployment rate in
the St. Cloud area was 6.1% in July 2020,
which was much higher than the 3% fig-
ure observed one year ago. The local la-
bor force rose 1.4% over the past year.

Readers can find some comfort in
these numbers. They are considerably
better than is being observed elsewhere
in Minnesota. For example, the state-
wide unemployment rate was 7.4% in
July and private sector employment de-
clined by 8.5% across the state. Duluth

area private sector employment was
9.5% lower and Rochester shed 8.5% of
its private sector jobs over the past 12
months. The Duluth unemployment rate
was 8.7% and the Twin Cities had an
8.2% jobless rate.

A majority of area sectors experi-

enced employment declines over the
year ending July 2020. Sectors with the
largest job losses include leisure/hospi-
tality (-23.1%), other services (-11.7%),
local government (-13.2%), manufactur-
ing (-6.7%), information (-18.9%) and
wholesale trade (-5.3%). Sectors experi-
encing employment gains include edu-
cation/health (1%), state government
(17.7%), retail trade (9.8%) and mining/
logging/construction (1.3%).

The St. Cloud Index of Leading Eco-
nomic Indicators fell by 0.1% in the
quarter and was down 0.9% over the last
year. Four of the six indicators rose in the
quarter, but were outweighed by the
high level of initial claims for unemploy-

ment insurance. The St. Cloud 12 Stock
Index ended the year as of July 31, 2020
down 11.4%, touching a seven-year low
on March 23. Over the same 12 months
the S&P 500 rose 7.1%. Nine of 12 stocks
in the St. Cloud index rose in the most
recent three months, however.

The future outlook of those area
businesses responding to the St.
Cloud Area Business Outlook Survey
was below what is normal for the August
survey. However, 42% of surveyed firms
still expect an increase in business ac-
tivity over the next six months (although
30% expect decreased activity). Only
18% of surveyed firms expect to expand
payrolls by February 2021, and only 16%
anticipate increased national business
activity over the next six months.
About one-third of surveyed firms ex-
pect to pay higher wages and salaries by
next February. The local labor shortage
is expected to moderate. Only 16% of
firms expect it to be more difficult to at-
tract qualified workers over the next six

months.

In this quarter’s first special ques-

tion, area business leaders indicate
when they think the local recession will
end. Twenty-three percent of firms ex-
pect the recession to end in the second
quarter 2021 and another 14% think the
recession will end in the third quarter of
2021. Twelve percent of firms think the
recession will end in next year’s first
quarter. Few firms think the local reces-
sion will end in 2020 and a dispropor-
tionately large share of firms demon-
strated their uncertainty about what the
future holds by selecting “other” in re-
sponse to this special question.

In other special questions, business
leaders share ways that COVID-19 has
created a positive long-term impact on
their company. Firms also weigh in on
how the election is likely to be impacted
by the pandemic. Finally, firms submit
written responses on how they are likely
to be impacted by the model K-12 schools
choose for re-opening.
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Table 3: Employment Trends

Employment in St. Cloud:
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. . . f St. Cloud 12 Stock Price Index 713.34 805.22 -11.4%
those who note closing stores; however, By comparison, the S&P 500 index rose as of July 31 (SCSU)
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sector rose more in St. Cloud than in months to July 31, up 12.1%. Nine of the  s; cioud index of Leading Economic Indicators 108.7 1096  -0.9%

other areas of the state in every month
since the beginning of this recession.
Since February, St. Cloud added10.7% to
its retail trade employment compared to
4.0% in Rochester and 2.7% in the Twin
Cities. (Duluth is virtually flat in this
sector since February.)

The other standout sector has been
construction. This sector has consis-
tently grown since the start of this re-
cession (which we cannot remember
ever happening before!) and is borne out
in data around the state. Some of this is
undoubtedly seasonal, but the increase
in St. Cloud from February to July of
36.2% is far above Rochester at 21% and
the other metros at 16%. This has al-
lowed St. Cloud to stand alone in show-
ing year-over-year gains in construction
employment; as Table 3 shows, the area
economy added 1.3% of employment in

12 stocks in the index rose between April
30 and July 31 with six rising more than
10%, led by American Axle (parent of
Grede) at 63.4%. Three stocks fell in
price, but only Pilgrim’s Pride (-30.2%)
fell by more than 7%.

The St. Cloud Index of Leading Eco-
nomic Indicators declined even though
four of the six elements of the index
contributed positively as seen in Table
5. The continued high level of initial
claims for unemployment insurance
contributed negatively and more than
outweighed the contributions of the
four positive indicators.

Future conditions from the quarterly
survey typically impact the outlook
with a longer lag, so to the extent that
surveyed future conditions appear posi-

See EMPLOYMENT, Page 4l

July (SCSU) 2012-13 = 100

MSA = St. Cloud Metropolitan Area, comprised of Stearns and Benton counties.
# The employment numbers here are based on household estimates, not the employer payroll estimates in Table 3;

* Not seasonally adjusted; NA Not applicable or not available.

St. Cloud 12 Stock Price Index (November 1994 = 100)
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In last quarter’s QBR, we asked area
businesses what they thought the
“shape” of the economic recovery
would be. A majority of firms indicated
the recovery would be a “U-shape” rep-
resenting a slow, gradual recovery. The
second most popular shape in last
quarter’s survey was “W” (a double
dip). Either scenario suggests the out-
look going forward is an uncertain re-
turn to normal (whatever that means).

Few firms in last quarter’s survey ex-
pected an abrupt return to pre-COVID
economic conditions (or what may be
thought of as a “V-shaped recovery”),
so we thought we would reach out to
area firms to see when they think local
recession will end.

Before analyzing the answers, we
will note one of the options firms could
choose in this quarter’'s survey was
“Other.”

While this option is usually included
in our quantitative survey items, it is
typically rarely chosen by survey re-
spondents. As a testament to how un-
certain the current outlook is, we note
that “Other” was the most popular re-
sponse to this quarter’s first special
question! We asked:

When does your firm believe the
local recession will end?

As noted, “Other” was the most pop-
ular response (it was chosen by 26% of
respondents). Firm comments to this
“Other” selection can be seen below.
Some firms simply have no idea when

SPECIAL QUESTION 1

When will the local recession end?

Special
Question 1

When does your firm
believe the local
recession end?

Other (please explain)

3rd Quarter 2020 Ml 2.3%
Fourth Quarter 2020 - 9.3%
1st Quarter 2021
2nd Quarter 2021
3rd Quarter 2021
4th Quarter 2021
Local recession already ended

B 11.6%
N 23.3%
I 14.0%

B 2.3%

I 7.0%

NA [ 4.7%

I 25.6%

the recession will end, while others
chose dates in 2022 (or later). Twenty-
three percent of respondents selected
“2nd Quarter 2021” and another 14%
chose “3rd Quarter 2021.” Another 12%
selected “Ist quarter 2021.” Few firms
believe the local recession is either over
or will end some time in 2020.

Written comments help tell the sto-
ry:

e Estimate one more year of reces-
sion.

o We believe (hope) the virus situa-
tion will be turning the corner by (sec-
ond quarter 2021).

e Commercial construction has
slowed significantly and small busi-
nesses are struggling.

e Unless some serious return to
shutdown, we should be able to start

building again from where we are, we
could already be starting to grow again.

e Both our manufacturing and con-
struction companies are receiving a
record amount of orders and work.

e After the election.

e The impacts of COVID and related
government induced shutdowns are go-
ing to be felt for years with many unin-
tended consequences, most of which
are not good either. Economic develop-
ment always refers to the multiplier ef-
fect when jobs are added. It is now
working in reverse.

e Lots of national politics affecting
markets that will flush out after the
election.

e Depends on control of the virus.

e Our business is concerned about
the national economy and capital ex-

penditures. The local economy will not
affect our manufacturing business.

e After the election.

e Well past 2021.

e Outside of hospitality related in-
dustries, it seems like the recession has
ended. But it is hard to say how much
activity is from PPP and $600/week un-
employment. First quarter 2021 may be
bad.

e Residential/consumer activity has
returned to pre-COVID levels; commer-
cial activity is expected to remain.

e Need vaccine for COVID-19; im-
provements in control of virus.

e Depression! This is a depression.
2022 at the earliest.

e Not sure — I believe a lot has to do
with the election.

e (Second quarter 2021) — based on
volume of quotes.

e Although the grocery stores, Wal-
mart, and Target have never been emp-
ty, they seemingly have not been effec-
tive at all.

e In our business, it will start Ist
quarter of 2021 because of increasing
material prices.

e Not sure.

e Our business is not local, so we
haven't felt a local economic recession.

e 2022-23.

e After the election in November.

e There will be uncertainty until we
have a vaccine for COVID.

e We do not know when the local re-
cession will end.
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taurants and bars (with some offset
from lower purchases of gas at least
during the stay-at-home orders of April
and May).

The first graph shows that even by
the end of July, employment in Minne-
sota in leisure and hospitality was 31%
below its February level (with seasonal
adjustments made) and “other services”
were down 14%. Retail is down only
0.3% over the same period. Thus, an

economy that has more reliance on re-
tail and less reliance on tourism or en-
tertainment is likely to perform relative-
ly better. To some extent, that is St.
Cloud’s story.

Each bar in the second nearby graph
shows the share of employment in se-
lected portions of four Minnesota metro
areas (comparable data are not avail-
able for the others.) The highest bar is
for the education and health care super-
sector of Rochester, which with the
Mayo Clinic comes as no surprise. Du-
luth has a higher share of leisure and
hospitality, which again would not be a
surprise given St. Louis County’s pop-

Employment

Continued from Page 3l

tive in the St. Cloud Area Business Out-
look Survey, they will help build a base
for early 2021. A slight decline in area
employment is expected according to
the Leading Economic Indicators model
on a seasonally adjusted basis for the
rest of 2020 (though due to seasonal
hiring in the last two months the report-
ed numbers will look slightly higher
than current.)

Allthings depend on the course of the

pandemic, and any projection made
here is subject to all the caveats about
second waves, effective vaccines cur-
rently in trial coming to fruition, etc.
Economic forecasters may try to make
educated guesses of these things, but
we do not. Instead, our forecast reflects
forecasts being made by area business
leaders about the pandemic as ex-
pressed in the survey, as it is they who
must put capital at risk, and our forecast
tries to take the consensus of theirs into
account. Their opinion is that the reces-
sion will last into 2021, and barring any
major evidence to the contrary — and
there is none — we will agree.

Impact on leading

Table 5: R economic indicators
Impact of

Indicators Initial Claims for Unemployment Insurance  powWN W
on St. Cloud  New Business Incorporations UP A
Leading Professional Employment Up A
Economic St. Cloud 12 Stock Price Index UP A
Indicators, Current Conditions in Survey UP A
July 2020 Future Conditions in Survey DOWN w

ularity for tourism. The professional
and business sector has the highest
share in Twin Cities.

St. Cloud has a significantly higher
share of employment in manufacturing
and slightly higher share of retail trade
than the other three metro areas. In
each of these areas, physical distancing
can be accomplished by either in-
creased automation (a trend likely to
continue) or relatively low-cost preven-
tative measures like Plexiglas barriers
or contactless shopping.

Despite having several institutions of
higher education and CentraCare, the
area has a smaller share of employment

in the education and health care super-
sector than either Duluth or Rochester.
And it has the smallest leisure and hos-
pitality sector of the four. Its retail sec-
tor is slightly larger (as a share of em-
ployment) than any others.

We detail elsewhere in this report in
discussion of Table 3 some other indi-
vidual trends for St. Cloud that have
cushioned our losses during the pan-
demic. However, our point here is that
the structure of the St. Cloud economy,
with more reliance on economic sectors
where physical distancing requires few-
er adjustments, may have helped re-
duce COVID’s local impact.



There is little doubt that the reces-
sion associated with the COVID-19 pan-
demic has created myriad challenges for
area firms. While this has been partic-
ularly visible for local firms in the lei-
sure/hospitality, “other services” and
health care sectors, it has also caused
firms of all types to re-think their busi-
ness model and take stock of any les-
sons learned during this unique time in
human history.

While we can identify any number of
negative impacts of the pandemic, we
thought we would ask area firms to
share any positive long-term impact of
COVID-19 on their firm. While there
were several surveyed firms that can
understandably find no positive impact
of the pandemic, there are several firms
that have experienced some conditions
that might favorably impact their firm’s
long-term economic performance. We
asked the following open-ended ques-
tion:

Please comment on any ways in
which the COVID-19 shock has had a
positive long-term impact on your
firm.

We let firms’ written comments tell
the story:
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SPECIAL QUESTION 2

Positive long-term impact of COVID-19 on area firms

e It has not had a positive long-term
impact.

e Working on ways to be more effi-
cient.

e Our agency has stepped up and are
providing numerous virtual services
that are well received for our customers.
We are not open to the public but are still
serving individuals via phone, email,
and web links.

e A large portion of our business
model is driven by e-commerce sales.
The COVID-19 pandemic has expanded
that market globally, which has created
a significant growth opportunity to our
company.

e We've gotten some good mileage
with our employees by implementing
safety procedures during this situation.

e Learning to work remote.

e The great outdoors has become the
vacation of choice and had given a lift to
every business that facilitates outdoor
recreation to include biking, boating,
camping, etc.

e New opportunities within the
health care/diagnostics markets have
opened for us.

e At our manufacturing facility, we
went from a -80% in revenue YTD to a

+150% increase YTD in orders. Employ-
ees are working 50+ hours per week and
we cannot keep up with demand.

e A few projects were put on hold due
to funding concerns.

e Discovered other ways to do some
things.

e Minimal positive impacts other
than practice for the next pandemic.

e Forced us to trim costs.

e There is nothing positive about CO-
VID in (our) industry, we've been deci-
mated by it.

e Better hygiene.

e Staying healthy, sanitizing & clean-
ing have been upgraded, appreciation of
being able to work and also come to
work.

e We added touchless payment op-
tions. We do a lot more cleaning.

e We sold our excess inventory relat-
ed to COVID cleaning.

e Gave us time to catch up on repairs
and re-evaluate product lines. We also
developed new products.

e We've found efficiencies in adapt-
ing to COVID.

e Lowered interest rates more than
they would be which moderately helps
with financing.

e Nothing positive.

e Had to re-look at all aspects of the
business from a sales strategy to cost
control.

e Home entertainment increased lev-
el of interest and activity.

e People spending more time at home
has increased sales of the outdoor living
space materials.

e We were very active with (govern-
ment sponsored programs) — (our com-
petitors) were not and we expect to gain
more clients from this experience.

e None at all.

e It hasn’t.

e As some business decreased — oth-
ers related to technology increased —
(remote work and school helped).

e Nothing positive.

e Is there any positive impact with
COVID?

e We saw a high demand for (our ser-
vices) due to COVID stimulus.

e I don’t see any positive long-term
impact.

e More efficient.

e We have continued to be busy so we
really haven't had any negative impact.

e Transition to remote work and digi-
tal selling were accelerated.

In August 2008, the United States
was in the ninth month of the Great Re-
cession. This was a time when the na-
tional unemployment rate would even-
tually (in October 2009) reach double
digits and was an adverse economic
shock (and financial crisis) deserving of
itsname. It was also a time when nation-
al (as well as state and local) elections
were approaching.

In that year’s August St. Cloud Area
Business Outlook Survey, we asked area
business leaders who they thought
would be elected president in November
2008.

For the record, 42.9% of respondents
answered “John McCain” and 39.3% an-
swered “Barack Obama.” Another 17.9%

SPECIAL QUESTION 3

Will COVID-19 affect election outcomes?

of survey participants did not respond to
the question.

Now, 12 years later, the U.S. is once
again in recession and has experienced
double digit national unemployment
rates for the four-month period from
April-July (the August 2020 national
unemployment rate declined to 8.4%).

While the circumstances of the cur-
rent recession are clearly different, we
were interested in seeing whether our
survey participants felt COVID-19 would
impact election outcomes. We asked the
following open-ended question:

Please comment on the extent to
which your firm thinks COVID-19 will
impact the outcomes of national, state
and/or local elections in the fall.

Written comments include:

e That is a very good question and I
don’t know the answer. I am hoping the
outcome will be good for all.

e Prefer not to comment. Would not
be the company’s comment. Would be
me, personally.

e Unfortunately, COVID-19 has be-
come a political upheaval resulting in
the “Who you truly believe” situation we
are in.

e We believe current office holders
will be hurt by this.

e People typically vote their wallet so
normally COVID-19 wouldn’t have been
a major factor. We fully expect Walz to
“turn up the dial” to see how many peo-
ple he can get business to layoff and

more businesses to close to assist the
DNC to in trying to elect Biden making a
large factor in election.

e The degree to which COVID has af-
fected the economy, it will also affect the
election.

e I believe that the presidential elec-
tion will have a huge impact on who gets
elected. If the economy is able to be
turned around by early November, I
think Trump will be re-elected. Too bad
the governor race was not up for this
year as I think Walz would have a hard
time getting re-elected.

e It'll clear up probably within a few
days after the election and will give one

Continued on next page
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On July 30, Gov. Walz unveiled the
“Safe Learning Plan for 2020-21,” adocu-
ment that provided Minnesota school
districts guidance on how to plan for lo-
cal decisions in establishing a model for
K-12 educational delivery during the up-
coming school year.

In addition to requiring school dis-
tricts to offer a distance learning option
to all students that desire such an ac-
commodation, the plan outlined three
different educational delivery options —
in-person, hybrid and distance learning
— that local school districts could imple-
ment based on local/regional COVID-19
infection rate data. These data are to be
updated over time, with the possibility
that school districts will alter their cho-
sen educational delivery model.

Among other things, these guidelines
leave open the possibility that school
districts may apply differential educa-
tional delivery approaches across differ-
ent grade bands. For example, there is a
desire to offer an in-person educational
model to younger students, even if older
students are using a different learning
model.

A detailed analysis of the “Safe
Learning Plan for 2020-21" is beyond the
scope of the QBR, but it has certainly led
to different approaches at local school
districts. For example, the Sauk Rapids-
Rice school district intends to open the
school year with an in-person model,
while St. Cloud and Sartell are planning
differential (hybrid and in-person) ap-
proaches for students in different grade
bands.

SPECIAL QUESTION 4

The effect of how K-12 schools open

When in-person instruction ended in
March, parent employees had to scram-
ble to work through day care/schooling
challenges that they could not have an-
ticipated prior to COVID-19. Anecdotal
evidence suggests the resulting disequi-
librium created short-term hardship at
area firms that had to adjust to flexible
employee schedules. This was all hap-
pening at a time when businesses were
closing and employees were working re-
motely in ways that would not have been
anticipated.

It is now nearly six months later and
many employees who were required to
work remotely in the spring have re-
turned to their workplace. We were in-
terested in the extent to which the
choice of learning model by local school
districts might affect area businesses, so
we asked the following open-ended
question:

Please comment on the extent to
which your business is impacted by
how K-12 school districts plan to re-
open in the fall.

The result is arich set of responses by
area firms:

e It may be a bit challenging for my
employees so we will need to be more
flexible in schedules.

e May affect some staffing for em-
ployees with school-age children.

e The only impact will be with staff
who have school-age children.

o Staffing is a big issue to begin with,
and now losing a segment of our work
force by forcing them to stay at home to
take care of school-age children is going

to increase the challenges for hiring.

e We don’t see anything significant
here.

e This is a big deal for employees and
our business community.

e We will lose a few staff members to
quit as they are being forced to stay
home to take care of kids and forgo their
jobs.

o Office staff schedules are going to
be all over the board with partial school
and parents staying home with kids.

e Our business will see very little ef-
fect.

e No short-term effects. I feel that
long term we will have challenges if
schools do not fully reopen.

e Not much impact other than some
problems for a few employees need to
juggle schedules.

e Creates confusion without a set
plan.

e Will require additional accommo-
dation for employees with children
which is not great for business, but nec-
essary for our working families as fam-
ilies come first.

e Employee child care issues will af-
fect us the most.

e Our business will have no mean-
ingful income until people (are able to
return to using our services). It isn’t di-
rectly impacted by the school decisions.

e Day care issues could affect several
employees.

e No impact.

e The model decided will affect our
employees who have children at home
and cannot be alone. Distance learning

requires one parent at home and dis-
rupts the ability to come to work. It cre-
ates stress and challenges for young
families.

e Employees with students may miss
more work.

e We have had to scramble to get
product for the start of the school year.

e Some effect based on employees
who need to work around the schedule.

e Minimal impact. = Employees’
schedules we’ll work around.

e We need to be more flexible with
one of our employees who has child care
issues but it is manageable.

e Will affect approximately 10% of
our workforce. Causes difficulties for
sure.

e It may help kids at home, could
help sales.

e We will need to be flexible with our
workforce as they strive to achieve
work/life balance.

e Some staff may either quit to stay
at home or have to work remotely.

e With employees struggling with
day care; with the split shifts at schools.

e Worker availability was a big issue
in the spring and will be again this fall if
the unemployment benefit is still avail-
able.

e Not a big impact.

e Schools are our clients for (prod-
uct) pick up.

e If the school schedule is thrown
into chaos, our employees who have
kids in school will have their schedules
turn into chaos.

o Little effect.

Continued from previous page

party the advantage with mail-in votes
which usually has some voter fraud in-
volved.

e Will make existing divisions even
deeper.

e We have created a political plat-
form based on who can hand out the
most cash which has never been a long-
term good policy for any prosperous
country.

e No effect — I think issue is outside
of politics as I don’t think anyone will

change their vote.

e Change in political leadership.

e People will judge our state and na-
tional elected officials on how well they
reacted and took care of the people af-
fected by the virus.

e I think there should be no impact
because we are in uncharted territory.

e Big effects.

e No opinion.

e Negative for GOP.

e Probably too much impact vs. other
issues.

e After election: Republican wins —

COVID-19 still big issue ... Democratic
wins — COVID-19 stops. Politically
driven — new world order!

e I believe the oppression caused by
the Democratic leaders of the states is
going to cause Republicans to come out
and vote and take the elections in a
landslide victory. COVID-19 response by
government has been too far reaching.

e COVID-19 led to recession ... will
likely hurt incumbent politicians. Public
perception is that Trump did not prop-
erly judge nor react to the pandemic.

e Difficult to assess. So volatile. The

election can go either way. People are
frustrated, mad, frightened. Things
change constantly.

e I don't believe it will, as it’s global.

e Still unclear — government has not
done a great job of managing COVID
(both sides). The stimulus package will
have very negative long-term effects —
marginal short-term gains.

e Mail-in ballots could be a big prob-
lem.

e I'm not sure, nor is anyone else.

e No impact.

e None.
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