St. Cloud State University

theRepository at St. Cloud State
St. Cloud Area Quarterly Business Report

St. Cloud Area Quarterly Business Reports and
Associated Materials

Summer 6-2021

St. Cloud Area Quarterly Business Report, Vol. 23, No. 2
King Banaian
St Cloud State University, kbanaian@stcloudstate.edu

Richard MacDonald
St. Cloud State University, macdonald@stcloudstate.edu

Follow this and additional works at: https://repository.stcloudstate.edu/scqbr
Part of the Business Commons, and the Economics Commons

Recommended Citation
Banaian, King and MacDonald, Richard, "St. Cloud Area Quarterly Business Report, Vol. 23, No. 2" (2021).
St. Cloud Area Quarterly Business Report. 90.
https://repository.stcloudstate.edu/scqbr/90

This Article is brought to you for free and open access by the St. Cloud Area Quarterly Business Reports and
Associated Materials at theRepository at St. Cloud State. It has been accepted for inclusion in St. Cloud Area
Quarterly Business Report by an authorized administrator of theRepository at St. Cloud State. For more information,
please contact tdsteman@stcloudstate.edu.

SCTIMES.COM

|

SUNDAY, JUNE 13, 2021

|

1I

ST. CLOUD AREA

Quarterly Business Report
Every three months two St.
Cloud State University
economists analyze the latest
business and worker data as well
as the results from a survey of
local business leaders. The result
is the St. Cloud Area Quarterly
Business Report. It has been
published four times a year since
1999.
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Key results of survey

Current
Business
Activity

Current
Prices
Received

43.2
-8.5

18.2

48.4

May
2021

56.8

Feb.
2021

48.7

May
2020

39.3

he St. Cloud-area economy is
poised to exit recession as a variety of indicators suggest a
broad-based recovery is on the horizon.
While year-over-year data comparisons are now complicated by the historic decline in economic activity that occurred 12 months ago, there are signs
that the pace of local economic activity
continues to improve for many area
ﬁrms.
The pandemic has created scars in
the local economy that will likely persist
for months and years to come, but many
area ﬁrms now seem to be experiencing
challenges that are typically associated
with rapid expansion — labor shortages,
price increases, accelerating wage
growth, etc.
Employment data released by the
Minnesota Department of Employment
and Economic Development (DEED) indicate St. Cloud area employment increased 7.8% over the 12 months ending
April 2021 but is still 4.4% below its prepandemic level of February 2020.
Much of the recent job growth has
come in three sectors that were most
impacted by COVID-19 social distancing
requirements: leisure and hospitality;
other services; and retail trade. Current
employment in these three sectors is

-17.0

COLLABORATING PUBLISHERS:

Help Wanted signs are a common site as area businesses struggle to ﬁnd enough employees. DONNA WHITEHEAD

-44.7

King Banaian specializes in
analyzing data and writing about
it in the second portion of this
report. Rich MacDonald collects
and analyzes responses to the
St. Cloud Area Business Outlook
Survey, covered in an early
portion of the report. Only
MacDonald has access to the
confidential list of surveyed
businesses and the returned
surveys. Questions about the
survey can be directed to him.
Special questions asked in the
survey may at times deal with
public policy but do not reflect a
political agenda of either of the
authors.

Current
Difﬁculty
Attracting
Qualiﬁed
Workers

still 3,128 lower than it was in April 2019.
There is considerable upside potential
for job gains in these three areas.
The St. Cloud Index of Leading Economic Indicators rose 2.0% in the recent
period as the local economy is expected
to improve from the weak numbers that
have been seen since the onset of recession. Current business activity at sur-

veyed ﬁrms surged compared to three
months ago. 62% of surveyed ﬁrms report an increase in business activity
over the past three months and only 14%
of ﬁrms experienced a decrease in activity over the past quarter. The future outlook of surveyed ﬁrms is also improved
as local companies expect better business conditions over the next six
months.
In special questions, three-fourths of
surveyed ﬁrms have not oﬀered any incentives for their employees to receive a
COVID-19 vaccine and 62% of ﬁrms
have not attempted to verify which of
their employees have received the vaccine.
Many surveyed ﬁrms also indicate it
has become more diﬃcult to ﬁnd workers because of increased unemployment compensation. For example, 60%
of survey respondents indicate their applicant pool is smaller than it was last
fall (at a time that more generous unemployment compensation beneﬁts were
phased out).
Firms also report considerable supply chain issues. A majority of surveyed
ﬁrms expect supply chain issues to continue or worsen in the coming months.
See SHORTAGES, Page 4I

Labor force declines, unemployment extended

O

ur special questions this quarter
focus on issues of business recovery from the pandemic.
Business owners deliver goods and services that their customers demand. To
meet that demand they buy inputs, including labor. The pandemic has disrupted both of these output and input
markets.
Many observers have recently highlighted the disruption of labor markets
caused by unemployment insurance. It
is worth remembering that a year ago
we paid workers $600 per week in federal beneﬁts on top of their state beneﬁts. At the time, this seemed eminently

sensible insofar as we perceived the
workplace as being at signiﬁcant COVID-19 infection risk.
Over time we have learned more
about workplace risk. Nevertheless,
current unemployment beneﬁts extend
an additional $300 per week in beneﬁts.
We initially discussed these new beneﬁts in the December 2020 St. Cloud Area
Quarterly Business Report, in which we
reported that the federal Pandemic
Emergency Unemployment Compensation (PEUC) program added 13 weeks of
beneﬁts to the normal period of 26
See UNEMPLOYMENT, Page 4I
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Results of standard survey questions
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Table 2: Future Business Conditions
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Table 1: Current Business Conditions

Level of business activity
for your company

13.5

21.6

62.2

48.7

39.3

-44.7

Level of business activity
for your company

13.5

29.7

51.4

37.9

51.5

19.1

Number of employees on
your company’s payroll

5.4

51.4

43.2

37.8

-3.0

-27.7

Number of employees on
your company’s payroll

2.7

45.9

48.6

45.9

33.3

10.7

Length of the workweek
for your employees

2.7

59.5

37.8

35.1

9.1

-34.1

Length of the workweek
for your employees

16.2

54.1

27

10.8

12.2

2.1

Capital expenditures (equipment,
machinery, structures, etc.)
by your company

0

62.2

37.8

37.8

27.2

-40.5

Capital expenditures (equipment,
machinery, structures, etc.)
by your company

8.1

59.5

27

18.9

36.4

-12.8

Employee compensation (wages and
beneﬁts) by your company

0

35.1

64.9

64.9

42.4

-2.1

0

37.8

56.8

56.8

45.5

8.5

Prices received for your company’s
products

0

40.5

56.8

56.8

48.4

-17.0

Prices received for your company’s
products

0

37.8

54.1

54.1

36.4

2.1

National business activity

10.8

21.6

54.1

43.3

27.2

-48.9

National business activity

8.1

24.3

51.4

43.3

24.2

21.3

Your company’s difﬁculty
attracting qualiﬁed workers

2.7

48.6

45.9

43.2

18.2

-8.5

2.7

48.6

43.2

40.5

18.2

-2.2

Employee compensation (wages and
beneﬁts) by your company

Your company’s difﬁculty
attracting qualiﬁed workers

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

T

lar to what was seen in Table 1, the diﬀusion index on
future prices received is elevated (at a value of 54.1).
Fifty-four percent of surveyed ﬁrms expect to receive
higher prices by November and no ﬁrms believe prices
will be lower. National business activity is expected to
remain strong over the next several months. As can be
seen in the accompanying chart, the national business activity index has only been higher than this
quarter’s value of 43.3 one other time since we have
been surveying area business leaders (it reached a
value of 46.4 in January 2004). The impact of ﬁscal
stimulus, expansionary monetary policy, and the
possibility of a signiﬁcant increase in infrastructure
spending may help explain why area ﬁrms expect national business activity to remain strong.
Finally, as we have frequently done over the years,
this quarter’s ﬁnal survey chart looks at the future difﬁculty attracting qualiﬁed workers index. The value of
this series is 40.5, which is signiﬁcantly higher than
the 18.2 value recorded last quarter. We have often
noted that this index has served as one of our unoﬃcial indicators of local recession. Historically this series has followed a similar pattern as the aggregate
economy, so we always pay close attention to the value of this survey item. With this quarter’s elevated
reading, it appears that the area economy is poised to
soon begin its oﬃcial recovery from the pandemic recession. The last time this index was this high was in
February 2018, when the economy was ﬂying high and
worker shortages were plaguing area ﬁrms. Aided by
generous unemployment beneﬁts (see Special Question 3 below), it now once again appears that local
ﬁrms are having considerable diﬃculty attracting
qualiﬁed workers.
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Chart 2: Current Employee Compensation
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T

he results from the future conditions survey in
Table 2 are generally improved from last quarter and are much stronger than was seen one
year ago when the May survey was conducted within
the ﬁrst couple of months of the pandemic. However,
one survey item that is weaker than last quarter is the
future business activity index. At 37.9, this index is
considerably lower than the 51.5 value reported three
months ago. To some extent, this is a normal seasonal
observation. We note that 51 percent of surveyed
ﬁrms expect improved business activity by November, and only 14 percent of ﬁrms expect weaker conditions, so there appears to be little reason to be concerned about this data reading. The future capital expenditures index is also relatively weak in this quarter’s future conditions survey. The readings on this
index (in both the current and future conditions surveys) have been very strong in recent quarters, so the
pullback in this index may be a natural business response to a recent buildup in capital purchases by
area ﬁrms.
With 49 percent of surveyed ﬁrms expecting to expand employment by November (and only one ﬁrm
expecting to decrease employment), the future employment index is at its highest level since November
2018. Employee compensation is also expected to remain strong over the next six months. Fifty-seven
percent of surveyed ﬁrms expect increased employee
compensation over the next six months and no ﬁrms
expect a reduction in wages, salaries and beneﬁts. In
Table 2, note an interesting contrast to one year ago.
In May 2020, at the beginning of the pandemic, the
index (at a value of 8.5) of future employee compensation was 48 points lower than it current value. Simi-

Chart 1: Current Length of Workweek

Chart 4: Future National Business Activity
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Chart 5: Future Difficulty
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ables 1 and 2 report the most recent results of el since August 2013. In addition, as we reported last
the St. Cloud Area Business Outlook Survey. Re- quarter, prices received by area ﬁrms have increased
sponses are from 37 area businesses that re- over the past several months. This can be seen in the
turned the recent mailing in time to be included in the accompanying chart, which shows that the current
report. As we have recently noted, participation in the prices received index is at an all-time high of 56.8.
survey has declined since the onset of the pandemic, More than half of surveyed ﬁrms report receiving
so we will be rebuilding the sample in our upcoming higher prices over the past three months, and no ﬁrm
August survey. Participating ﬁrms are representative reports lower prices. It is unclear whether higher
of the diverse collection of businesses in the St. Cloud prices received are an adjustment to increased ﬁrm
area. They include retail, manufacturing, construc- costs or reﬂective of enhanced pricing power of area
tion, ﬁnancial, health services and government enter- ﬁrms, but we do note that overall inﬂation has picked
prises both small and large. Survey responses are up in recent months. National business activity was
strictly conﬁdential. Written and oral comments have also strong over the past quarter. The diﬀusion index
on this survey item is the second-highest value ever
not been attributed to individual ﬁrms. FUTURE OUTLOOK
Table 1 shows that the three-month period ending recorded in the current conditions survey – only the
in May 2021 was improved from the previous quarter February 2014 reading was higher.
As always, ﬁrms were asked to report any factors
and is, of course, signiﬁcantly better than was found
one year ago when the local economy was plagued by that are aﬀecting their business. These comments inCOVID-19 restrictions. For example, the diﬀusion in- clude:
h We are in trucking. Trucking always feels the
dex on current business activity is 48.7 — the highest
May reading since 2017. By comparison, one year ago economic eﬀects ﬁrst. Our supply chain is in trouble
the current business activity index was -44.7. A diﬀu- with the shortage of truck drivers!
h The lack of employees directly aﬀects the numsion index represents the percentage of respondents
indicating an increase minus the percentage indicat- ber of orders we are able to produce. I am sure there
ing a decrease in any given quarter. For any given item, are a number of factors driving the lack of employees
a positive index usually indicates expanding activity, in the work force, but it is time to remove the stimulus
to be unemployed.
while a negative index implies declining conditions.
h Material and labor costs are outpacing our abilOther index values in Table 1 were also strong this
quarter. The survey items that reﬂect local labor mar- ity to raise prices.
h Increasingly becoming diﬃcult to work with
ket activity were particularly favorable over the recent
three-month period. For example, the accompanying service providers where people work from home.
chart shows that the length of work week survey item Home workers are hard to get a hold of, responsiveness takes too long and they do not collaborate as
jumped this quarter to an all-time high ofCURRENT
35.1. It ap- ACTIVITY
pears local ﬁrms are coping with labor shortages by well as they previously did to ﬁnd solutions.
h The total decimation of travel has been really
lengthening the work week for their existing workers.
Surveyed ﬁrms are also trying to attract (and retain) rough road to go down. We look forward to better days
workers by oﬀering higher employee compensation. ahead as borders open.
h Eviction moratorium is not a big problem reThe index value on this survey item (see accompanying chart) is the highest it has been in more than 22 garding collections, but it is much more diﬃcult to
years! Other current conditions survey readings also enforce behavior standards.
h Prices increased from every vendor by 10-15%.
suggest an improved local labor market. The current
employment index recorded its highest value in three Raw material prices have increased. Logistics pricing
years and ﬁrms also report more diﬃculty attracting has increased….Labor costs—it is a…mess. Government policies contributing to all facets of business….
qualiﬁed workers than at any time since May 2018.
h We are a seasonal business with 80% of our revThe current capital expenditures index remains elevated this quarter. Its index value is at its highest lev- enue in quarters 2 and 3.
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SPECIAL QUESTION 1

Companies oﬀering vaccine incentives to employees

A

s of June 5, the Minnesota government website reported that
65 percent of Minnesotans aged
16 and older (this corresponds with the
age structure used in measuring the
size of the labor force) had received at
least one dose of the COVID-19 vaccine.
In recent weeks, as vaccination rates
have increased, the economy has
opened up and socially distancing/
masking requirements have been relaxed. Now that the vaccine has become
widely available, we were interested in
the extent to which area ﬁrms are encouraging their employees to get vaccinated. We asked the following question:

Special Question 1
Has your firm offered any incentives to your employees to receive a COVID-19
vaccine? If so, what have you offered? (Select all that apply)
We have offered
paid time off
We have offered a cash
inducement
We have offered child care support
while workers have gone to a clinic

2.7%
0%

We have not offered
any incentives

75.7%
8.1%

Other

SPECIAL QUESTION 1: Has your
ﬁrm offered any incentives to
your employees to receive a
COVID-19 vaccine? If so, what
have you offered?
A little more than three-fourths of
surveyed ﬁrms indicate they have offered no incentives to workers to get the
vaccine. 16% of ﬁrms have oﬀered paid
time oﬀ to employees to receive their
vaccination and one ﬁrm has oﬀered a
cash inducement to employees. No

16.2%

NA

2.7%

ﬁrms have oﬀered child-care while
workers go to get vaccinated. We note
that Minnesota Gov. Tim Walz has recently announced “Your Shot to Summer Vaccine Rewards” for 100,000 of
those aged 12 and older who receive
their ﬁrst vaccine dose between May 27

and June 30. These rewards include
such things as Minnesota Zoo admission, Great Lakes Aquarium passes,
Northwoods League baseball tickets,
Minnesota State Fair tickets, Valleyfair!
admission, a $25 Visa card, etc., so
there is now precedent for providing in-

ducements to receive the COVID-19 vaccine. There were several interesting comments on this question. They include:
h We do not believe it would persuade
them to get the shot.
h We have found that those that elect
to get the vaccination want it even without incentive. Those that don't want the
vaccination won't get it, even with incentive.
h Do we really have to put an incentive
on everything for people to do it?
h We have had no need to do this. Our
employee group is motivated to do it
themselves.
h Do not see the value at this time.
Most of our employees have been vaccinated.
h We leave it up to the employee to decide if they want the COVID-19 shot or
not.
h Most of our employees are getting
vaccinated.
h Only one employee. Vaccinated.
h We have accommodated their time
to get the shot.
h $50 Amazon gift card.
h This practice should be illegal. If you
can do this, you should incentivize people
to get healthy!

SPECIAL QUESTION 3

SPECIAL QUESTION 2

T

Verifying
vaccination
status

Unemployment beneﬁts impact
he Greater St. Cloud Development Corp., in collaboration with
the St. Cloud Area Chamber of
Commerce, recently commissioned
Greenﬁeld Communications (a local
ﬁrm that has undertaken similar projects around the region and the state) to
conduct an informal email survey of
area ﬁrms to, among other things, identify the most important factors ﬁrms
face in trying ﬁll available employment
positions.
Among the interesting survey ﬁndings is that more than half (56%) of respondents identiﬁed expanded unemployment beneﬁts as one of the challenges they encounter in trying to ﬁll
their available positions. The survey
ﬁnds that the inability of area ﬁrms to
ﬁnd qualiﬁed workers is causing some
of them to cut back on expansion plans
(and even consider relocating elsewhere).
Area ﬁrms’ diﬃculty attracting qualiﬁed workers has been an ongoing issue
that we have tracked each quarter in the
St. Cloud Area Business Outlook Survey
since our survey was ﬁrst sent out in December 1998. Over the past 23 years,
there have been several periods in
which worker shortages have plagued
area ﬁrms and there have been other periods (typically associated with local recession) when ﬁrms had little diﬃculty
attracting qualiﬁed workers. The chart
discussed in an earlier section of this report helps show the variation in local
worker shortages since 1998. Readers
may recall that unemployment compensation beneﬁts were extended in
length during the Great Recession. It
was not uncommon at that time for us to
hear from area employers that they felt
they were competing against unemployment beneﬁts in trying to hire workers.
The current recession is somewhat
diﬀerent. Unemployment compensation beneﬁts have been both extended
and expanded — so that those receiving
assistance are replacing a larger share
of their lost wages/salaries than usual.
While there have been a couple of waves
of expanded unemployment compensation beneﬁts (including currently) during the pandemic recession, the initial
phase of expanded beneﬁts (implemented in spring/summer 2020) was
phased out last fall, allowing us to ask
area employers how the current hiring
process compares to what was experienced at that time. So, this quarter’s
third special question asks:

SPECIAL QUESTION 3: We are
aware of local stories of
businesses having difficulty
ﬁnding workers due to increased
unemployment compensation.
Relative to your experience last
fall, what has chnaged in the
following steps of the hiring
process?
Note that survey respondents were
invited to “select all that apply” in responding to this question, so many
ﬁrms are encountering multiple diﬃculties throughout the hiring process in

Special Question 3
We are aware of local stories of businesses having difficulty finding workers
due to increased unemployment compensation. Relative to your experience
last fall, what has changed in the following steps of the hiring process?
(Select all that apply)
Our applicant pool is
smaller than last fall

59.5%

Fewer qualified applicants
that we have called to interview
accept the interview than last fall

48.6%

Fewer applicants who have accepted
an interview appointment show up
for the appointment than last fall

48.6%

More applicants turn down
our offers than did last fall

37.8%

More of those who accepted
offers fail to report to the
first day of work than last fall

35.1%

More of our new employees quit
within a month than did last fall

18.9%

We have experienced
none of these problems
Other

NA

ﬁnding workers. 60% percent of ﬁrms
indicate their applicant pool is smaller
than last fall. Nearly half of surveyed
ﬁrms indicate they are having diﬃculties with getting potential employees to
accept an interview (or show up for a
scheduled interview). A little more than
one-third of ﬁrms report having more
applicants turn down job oﬀers (or not
show up for work when an oﬀer has
been accepted). 19% of ﬁrms report increased quit rates in the ﬁrst month of
employment. Only 16% of survey respondents indicate they “have experienced none of these problems."
Written comments include:
h We continue to be surprised at the
number of people that will go through
the process and then not show up.
h Most of our applicants lately set up
a time for an interview but fail to show
up. Response to job postings are extremely low. Compensation requests
are getting unreasonable.
h It is beyond diﬃcult to grow a business in a state that has no regard or respect for business owners and the obstacles we face. We are stressed, tired
and feeling no reason to stay in Minnesota, much less grow. We have begun
the search for property in South Dakota.
h Even with increased starting pay
and more beneﬁts, ﬁnding and keeping
employees that want to work is diﬃcult.
h We have been able to recruit for a
handful of open positions through contacts of our current employees.
h They like the job we oﬀer and the
pay but then tell us to call them back
when the federal unemployment bonus
goes oﬀ and they might be interested in

16.2%

5.4%

8.1%

taking the job
h Unemployment beneﬁts are ridiculous in an environment where there
are so many openings for jobs that pay
well above the minimum wage, carry
strong beneﬁts, and can provide future
wage appreciation at strong, stable organizations.
h We believe that younger applicants that haven't been in the work
force long have just decided to stay
home even if it's a little less than they
could make working for us. Younger
people don't look at retirement the
same as middle aged and older.
h We have downsized to stay aﬂoat
and have everyone on the MN Workshare program.
h I have chosen to no longer seek
employees. Work is staﬀed out to independent contractors.
h Have not had to hire anyone since
last fall.
h We have raised our starting pay
by as much as $5/hour to attract employees as well as increasing wages of
current employees to retain them.
h Haven’t had to hire anyone yet.
h Our diﬃculty in attracting entry
level is at an all-time high. Other positions have not been quite as diﬃcult.
Starting wages are much higher.
h Until unemployment stops, this
will be an…issue.
h We are experiencing more pressure from current part-time employees looking elsewhere.
h Number of applicants that accept
interview and to not show up is really
high.

T

his quarter’s second special
question extends the topic discussed above. We asked whether ﬁrms are actually monitoring which
of their employees have received the
COVID-19 vaccine. We asked:

SPECIAL QUESTION 2: Has your
ﬁrm attempted to verify which
employees have received the
COVID-19 vaccine?
27% percent of surveyed ﬁrms indicate that they have attempted to determine who has received the vaccine.
Approximately 62% of survey respondents have not attempted to determine
which employees are vaccine recipients. Some employers have strong
views on this topic. Written responses
help tell the story:
h The employees are volunteering
the information.
h Other than through casual conversation we have not. However, that
casual conversation has indicated it's
about 50/50.
h We would like to have all of our
staﬀ vaccinated, but because of HIPPA, we are not asking questions that
are not allowed. So, we are trying to
keep track in a very non-invasive fashion.
h Only two employees out of eight
have not been vaccinated.
h We feel they will share that information if they choose to.
h We do encourage it.
h Amazon gift card oﬀered with
proof of the last vaccination.
h This is unethical. Your health is a
private matter!
h It is none of our business. It is personal.
h Considering this. Not sure if it’s
legal.

Special Question 2
Has your firm attempted to verify
which employees have received
the COVID-19 vaccine?

Other
8.1%

Yes
27.0%

NA
2.7%

No
62.2%

4I

|

SUNDAY, JUNE 13, 2021

|

ST. CLOUD TIMES

New Ford F-150 pickup trucks sit on a lot off I-96 west of Detroit on April 15. The trucks are waiting for parts due to global supply chain disruption caused by COVID.
ERIC SEALS/MANDI WRIGHT, DETROIT FREE PRESS

[1] In the graph, PUA refers to Pandemic Unemployment Assistance, a federal program
to assist workers who were self-employed, gig workers or otherwise not qualiﬁed to receive regular unemployment beneﬁts. This program makes comparisons difficult. Publicly-available data combine PUA and state continuing claims for unemployment insurance. Persons receiving PUA likely would not be counted as part of the labor force unless
they responded that they were looking for work-for-hire to an interviewer in a household
jobs survey.
[2] Alessia Leibert, “Reemployment After COVID-19 Layoffs in Minnesota: Early Findings,” and Shawn Herhusky and Carson Gorecki, “More than Simply Supply and Demand,”
both in Minnesota Economic Trends, June 2021. Online at http://mn.gov/deed/newscenter/publications/trends/june-2021/

Table 5:
Impact of
Indicators
on St. Cloud
Leading
Economic
Indicators,
April
2021

Indicator

Impact on leading
indicators

Initial Claims for Unemployment Insurance

UP

New Business Incorporations

UP

Professional Employment

DOWN

St. Cloud 12 Stock Price Index

UP

Current Conditions in Survey

UP

Future Conditions in Survey

UP

2021 Q4

2020 Q4

2019 Q4

2018 Q4

2017 Q4

2016 Q4

2015 Q4

2014 Q4

businesses responding to the St. Cloud
Area Business Outlook Survey was improved as surveyed ﬁrms remain optimistic about economic performance
over the next six months. 51% of surveyed ﬁrms expect an increase in business activity over the next six months
(and 14% expect decreased activity).
49% of surveyed ﬁrms expect to expand
payrolls by November 2021 and 54% anticipate increased prices received over
the next six months. 57% of surveyed
ﬁrms expect to pay higher wages and
salaries by November.
5. The local labor shortage is a con-

Ongoing requests for unemployment insurance
St. Cloud MSA 2018-2021
20
18

Extended
(continuing)

16
14
12
10

Regular
continuing
w/PUA

8
6
4
2

MSA = St. Cloud Metropolitan Area, comprised of Stearns and Benton counties.

Mar.-21

Jan.-21

Sept.-19

July-19

May-19

Mar.-19

Jan.-19

Nov.-18

Sept.-18

0
July-18

period.[1]
Two articles in the most recent Minnesota Economic Trends by DEED employees have investigated the claim that
these payments are responsible for lower labor market participation.[2] One
paper looks at micro-level data between
the second and third quarters of 2020
and ﬁnds more than 3 of 4 workers who
received beneﬁts returned to work by
September 2020.
Undoubtedly more have returned
since then. The other article makes an
important point that the job market to
which those workers return is diﬀerent
than the one they left. Some workers
whose skills would be in demand may
be unable to work due to supply chain
issues, as we see later in this report.
Others may still have concerns regarding COVID or issues with child care.
We agree that it is not only extended
beneﬁts that present an issue. However,
the other elements that are holding back
labor supply are likely to recede as the
year progresses, while the current expiration of beneﬁts in September will likely be preceded by calls for their extension.
We remind readers that during the
Great Recession in 2008 emergency unemployment
compensations
was
passed and then extended through December 2013. The national unemployment rate at that time was 6.7%.

2013 Q4

2012 Q4

2011 Q4

2010 Q4

2009 Q4

2008 Q4

2007 Q4

2005 Q4

sale trade, and manufacturing sectors.
The only local sectors experiencing job
loss over the past 12 months were ﬁnancial activities (-3.7%) and state government (-10.2%).
3. The St. Cloud Index of Leading
Economic Indicators (LEI) rose by 2.0%
in the current period. Five of the six LEI
indicators rose in the current quarter.
The St. Cloud 12 Stock Index rose 17.0%
over the three months ending April 30,
2021. Over the same period, the S&P 500
rose 6.6%. All 12 stocks in the St. Cloud
index rose in this most recent period.
4. The future outlook of those area

May-18

weeks for claims of unemployment insurance in Minnesota. At that time
83,409 Minnesotans were receiving
PEUC payments (which were scheduled
to expire at the end of 2020).
Bills signed into law on Dec. 27, 2020,
and March 11, 2021, since then have extended those payments to Sept. 6, 2021.
The number of Minnesotans who have
received PEUC now stands at 184,482.
Within the St. Cloud Metropolitan
Statistical Area, as seen in a nearby
graph, the share of workers qualifying
for PEUC expanded from 19% in September 2020 to 45% in April 2021. To
put these data in perspective, in April
2019 there were 1,802 continuing claims
for unemployment insurance. During
the state's initial stay-at-home orders,
continuing claims grew to more than
17,000 in April 2020 but fell to 7,595 in
October. Restaurant closings likely contributed to raising the number of claims
to more than 10,000 in January of this
year. It has now only fallen to 9,173 in
April 2021. By contrast, private-sector
payrolls are about 6,000-7,000 lower
than pre-pandemic levels in the St.
Cloud metro area and the area labor
force is about 5,000 lower over the same

90

THOUSANDS

Continued from Page 1I

95

Nov.-20

100

Sept.-20

1. Private-sector payroll employment
in the St. Cloud area rose 8.4% from one
year earlier in the 12 months through
April 2021. The unemployment rate in
the St. Cloud area was 4.4% in April
2021, which was much lower than the
8.3% ﬁgure observed one year ago. We
note that these comparisons are impacted by the historic economic decline
that occurred at the beginning of the
pandemic in March 2020. The local labor force contracted by 1.8% over the
past year as there are now 2,078 fewer
adults working or available for work in
the St. Cloud area than there were one
year ago.
2. Nearly all area sectors experienced
employment gains over the year ending
April 2021. Sectors with the largest job
gains
include
leisure/hospitality
(47.4%), other services (28.7%), retail
trade (12.7%), and local government
(13.3%). There were also strong gains in
the mining/logging/construction, professional and business services, whole-

July-20

105

May-20

Key takeaways

110

Mar.-20

115

Jan.-20

Finally, in written responses, area ﬁrms
explain how their business practices
have been permanently altered by COVID-19.

Nov.-19

120
GREAT RECESSION

1st quarter 2013 = 100

Continued from Page 1I

Unemployment

cern for area ﬁrms. 43% of surveyed
ﬁrms expect it to be more diﬃcult to attract qualiﬁed workers over the next six
months and only 3% expect these diﬃculties to decrease. In addition, in a special question, business leaders indicate
higher unemployment compensation is
impacting their ability to ﬁnd new workers. 60% of survey respondents report a
smaller pool of job applicants than in
fall 2020 and nearly half of ﬁrms indicate there are fewer applicants accepting interviews or reporting for scheduled interviews. More than one-third of
surveyed ﬁrms are experiencing a larger
number of people turning down job offers or not reporting for work once hired.
6. In another special question, few
surveyed ﬁrms (less than 25%) have
provided incentives for their workers to
receive the COVID-19 vaccine. In addition, 62% of survey respondents report
that they have not attempted to verify
which of their employees have been
vaccinated.
7. A fourth special question asks
ﬁrms to indicate the extent to which
they are being impacted by supply chain
issues. Few ﬁrms (11%) have never experienced supply chain issues during the
pandemic. Two-thirds of ﬁrms have experienced supply chain issues that they
expect to either continue or worsen in
the coming months. A ﬁnal special
question asks ﬁrms to explain how their
business practices have been permanently altered by COVID-19.

New St. Cloud Index of Leading Economic Indicators

2006 Q4
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SPECIAL QUESTION 4

Supply chain issues have developed due to pandemic

G

iven the unique situation that
government restrictions and/or
company policies associated
with COVID-19 can halt entire production processes, the possibility that supply chain issues would develop has
seemed inevitable since the onset of the
pandemic. With a large share of the U.S.
population now vaccinated (although
global supply chains are still potentially
compromised by limited vaccine availability in many other countries) we are
now in a position to see if area ﬁrms are
experiencing continuing supply chain
issues. For more than a year, supply
availability has been disrupted by plant
closures, reductions in cargo transportation schedules, canal blockages, cyberattacks, etc., so we thought we
would ask area ﬁrms where they currently stand on supply chain issues. We
asked:

Special Question 4
Which of the following best represents your firm’s experiences with supply
chain issues since the onset of COVID-19?
We have never experienced
any supply chain issues
We experienced supply chain issues in
the first few months of the pandemic,
but this is no longer a problem

2.7%

We continue to experience supply
chain issues, but expect them to
improve in the coming months

10.8%

We continue to experience supply
chain issues, and expect them to
continue in the coming months

29.7%

We continue to experience supply
chain issues, and expect them to
worsen in the coming months
Other

SPECIAL QUESTION 4:
Which of the following best
represents your ﬁrm's experiences
with supply issues since the onset
of COVID-19?
The results from surveyed ﬁrms are
clear: Area businesses continue to experience supply chain issues (and these
issues are expected to persist or worsen
over the coming months). For example,
30% of ﬁrms “continue to experience
supply chain issues and expect them to
continue in the coming months." Another 37% of ﬁrms “continue to experience
supply chain issues and expect them to
worsen in the coming months." Only 11%
of survey respondents expect continu-

10.8%

NA

ing supply chain issues to improve in
the coming months. Another 11% of
ﬁrms have never experienced supply
chain issues during the course of the
pandemic. Firms’ written responses are
instructive:
h Our suppliers are telling us it will
get moderately better.
h We are having trouble procuring
raw material to make our product. Our

37.4%

2.7%

10.8%

vendors, along with us, are having trouble securing labor to keep lead times in
check. I continually hear that they are
going to be late due to a labor shortage.
h We cannot get parts for our trucks,
trailers or special equipment! Prices
have gotten ridiculous, and our prices to
customers cannot keep up!
h We do feel that our suppliers are
getting on top of the issues they have

encountered, either production or shipping, and over the next few months, the
normal will happen, whatever the new
normal may be?
h Parts keep getting harder to ﬁnd.
We seem to be losing ground each week
instead gaining any ground disrupting
so much of our business. The consumer
is losing patience over the long waits.
h It is not just availability, it is signiﬁcant price increases that cannot be
passed along to the customer as well.
h Raw material shortages exist and
look to continue.
h Just not a problem.
h Domestic supply is ﬁne, just more
expensive. Imports have also gone way
up in price due to the weakening dollar,
and increased shipping cost and never
arrive when expected — deliveries are
very stretched. Starting to see more customers want domestic product.
h We're on an allotment at the present time, some materials we use in our
industry aren't available for months so
we try to change them to products we
may be able to obtain.
h We don't have supply chain issues,
but we have other issues to deal with,
that’s for sure.
h Our busiest season is August and
September. I expect signiﬁcant supply
chain issues especially with cost and
availability of rental cars.
h It will get worse before it gets better.
h We have been told by suppliers to
expect shortages into 2022.
h Lumber and other building products much more expensive and certain
products unavailable.

SPECIAL QUESTION 5

Permanent business changes due to COVID-19

T

his quarter’s ﬁnal special question is an open-ended invitation
to area ﬁrms to explain how their
business practices have been permanently altered by COVID-19. From the
onset of the pandemic, we have cautioned that the impact of the coronavirus may be more than cyclical in nature.
The potential for long-term structural
change in the area economy cannot be
ruled out even after the local economy
has emerged from recession. Some of
this structural change may take the
form of permanent scarring of area
ﬁrms in ways that damage business
prospects into the foreseeable future. Of
course, many other area ﬁrms have
seized this opportunity to re-evaluate
business practices in ways that will
make their company more productive
going forward. Without trying to shape
company responses to this important
question, we simply asked them the following:

SPECIAL QUESTION 5:
Please explain how your business
practices have been permanently
altered by COVID-19.
We let ﬁrms’ written responses tell
the story:
h More virtual meetings with our remote locations.
h We accommodate the coming and
going of employees in a manner that
may never change. Our customers are
not getting the service they are used to,

because our employees forgot how to
work hard. We shortened the work week
for … leaders.
h Remote working for a few may never return back to the oﬃce.
h Long-term substantial payroll cost
increases are required to maintain employees. I expect this to worsen.
h Zoom meetings.
h More Zoom meetings. Don't expect
business travel to return to pre-pandemic levels. Customers are comfortable with Zoom rather than meeting.
h We see a shift in companies, customers and suppliers doing business
the way we have for years. Less face-toface business, more phone/internet
use.
h We will likely work by appointment
in a post-COVID world.
h Our doors are locked. We accept
appointments only. Require masks.
h Our market has slooooowwwwed
way down. Recovery will be very long.
h Material supply issues are increasing as are costs. Trucking continues to
be an issue.
h Increased cost of goods sold with
no sales increase due to the third-party
insurance companies not raising our
dictated labor and material rates.
h It’s not the COVID-19, but government’s response to it that has caused
the problems!
h We have had to create an online
presence earlier than we planned to. We
can’t promise delivery all of the time.
h Reduced hours; Relaxed dress

St. Cloud 12 Stock Price Index

(November 1994 = 100)
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code; option to work from home whenever needed.
h Employees getting tested and
missing work.
h Masks, barriers.

h More video conferences with vendors and customers vs. in-person meetings.
h We have become more ﬂexible and
adaptive.
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IN CONCLUSION

Everything looks good compared to April 2020

O

ne year ago we noted that employment levels in St. Cloud
had declined less than other
areas of Minnesota. The opposite effect is occurring now: When comparing any economic data in April 2021 to
April 2020, St. Cloud has less employment loss to recover than other parts
of the state. Thus, private sector employment rose 8.4% in April 2021 compared to April 2020 (during which time
Minnesota was under Safe at Home orders from Gov. Walz), as seen in Table
3. This is less than the approximately
10% rise in private sector employment
for the state as a whole and for the
Twin Cities. In the sector most aﬀected
by those orders – leisure and hospitality – the rise in St. Cloud employment
of 47.4% is far less than the nearly 70%
increase in other markets.
But annual changes are deceptive.
When comparing numbers to the prepandemic month of February 2020, St.
Cloud employment in the leisure and
hospitality sector is down 23.6% while
Minneapolis/St. Paul is down 24.7%.
Similar stories apply in other sectors.
For example, while the manufacturing
sector in St. Cloud shows a 4.6% employment gain over the 12 months to
April 2021, it is still down 6.7% from
February 2020. The two months between February and April 2020 make a
lot of diﬀerence.
The sectors that are above their prepandemic levels are the construction
(which may be partially a seasonal effect), wholesale trade and government
sectors.
The unemployment rate for St.
Cloud shown in Table 4 is 4.4% compared to 8.3% in April 2020. Similar
declines occur elsewhere in Minnesota. While employment of St. Cloud
metro area residents rose 2.3% from
April 2020, the labor force fell 1.8%.
Put another way, had the labor force
not declined, area unemployment
would be 6.1%. But our region still has a
fairly high labor force participation
rate; in 2018, the estimated population
in the St. Cloud metro over age 15 was
156,019, meaning in April 2020 the la-

Table 3: Employment trends
ST. CLOUD
’06-’21
long-term trend

MINNESOTA

April ’20 to April ’21
growth rate

’06-’21
long-term trend

TWIN CITIES

April ’20 to April ’21
growth rate

’06-’21
long term

Jan. ’20 to Jan. ’21
growth rate

Total Non-Ag

0.2%

7.8%

0.1%

9.0%

0.2%

8.7%

Total Private

0.2%

8.4%

0.2%

10.1%

0.3%

9.9%

GOODS PRODUCING
Mining/Logging/Construction
Manufacturing

-0.2%

6.1%

-0.6%

4.0%

-0.4%

4.1%

2.3%

9.3%

-0.1%

7.8%

0.0%

10.6%
1.5%

-1.2%

4.6%

-0.7%

2.6%

-0.6%

SERVICE PROVIDING

0.4%

8.3%

0.3%

9.9%

0.3%

9.5%

Trade/Transport/Utilities

0.2%

9.5%

-0.2%

9.8%

-0.2%

9.5%

Wholesale Trade
Retail Trade
Transport/Warehouse/Utilities
Information

1.3%

7.4%

-0.3%

2.0%

-0.5%

0.5%

-0.5%

12.7%

-0.5%

17.7%

-0.4%

20.1%

1.3%

2.3%

0.6%

0.7%

0.4%

-1.4%

-2.5%

1.6%

-2.4%

-4.6%

-2.1%

-4.9%
-0.1%

Financial Activities

1.0%

-3.7%

0.6%

0.0%

0.8%

Professional & Business Services

0.1%

8.4%

0.7%

5.7%

0.8%

5.5%

Education & Health

2.2%

2.4%

1.9%

5.7%

2.1%

6.4%

Leisure & Hospitality

-2.4%

47.4%

-0.9%

69.8%

-1.1%

69.6%

Other Services (Excl. Gvt.)

-0.6%

28.7%

-1.0%

30.8%

-0.8%

32.7%

Government

0.2%

5.0%

-0.1%

3.1%

-0.2%

1.3%

Federal

2.8%

1.5%

0.0%

0.2%

0.0%

1.2%

State

-1.5%

-10.2%

0.1%

-2.3%

-0.6%

-2.0%

Local

0.5%

13.3%

-0.2%

5.5%

-0.1%

2.8%

Table 4: Other Economic Indicators

2021

2020 Percent change

St. Cloud MSA Labor Force
April (MN Workforce Center)

110,868

112,946

-1.8%

St. Cloud MSA Civilian Employment #
April (MN Workforce Center)

106,001

103,618

2.3%

St. Cloud MSA Unemployment Rate*
April (MN Workforce Center)

4.4%

8.3%

NA

Minnesota Unemployment Rate*
April (MN Workforce Center)

4.1%

9.1%

NA

Mpls-St. Paul Unemployment Rate*
April (MN Workforce Center)

4.1%

9.2%

NA

1,707.0

7,009.0

-75.6%

1,029.49

636.49

61.7%

1,458.5

1,630.8

-10.6%

115.0

109.8

4.7%

St. Cloud Area New Unemployment Insurance Claims
February-April Average (MN Workforce Center)
St. Cloud 12 Stock Price Index
as of April 30 (SCSU)
St. Cloud City Residential Building Permit Valuation
in thousands, Feb.-April Average (City of St. Cloud)
St. Cloud Index of Leading Economic Indicators
April (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.

bor force participation rate would have
been 72.4%, far above national levels.
The improvement in initial claims
for unemployment insurance appears
very strong, but again the comparison
is to a month (April 2020) when many
workers were unemployed due to businesses closing due to government orders. There were less than 500 initial

claims in the region in February 2020,
so job markets still have a way to go to
see those levels. Building permit activity in the St. Cloud area was down
mildly in the quarter.
Table 4 shows strong growth in the
St. Cloud 12 Stock Price Index, which
has now reached a new high. The previous high of Jan. 24, 2018 was

eclipsed on March 8, 2021 at 952.06
and the index rose over 1,000 for the
ﬁrst time on April 15. Growth in the index was broad-based, with all 12
stocks rising in the quarter ending
April 30. Capital One Financial led all
gainers with a 43.1% increase in the
three months ending April 30, while
Textron increased 42.0%.
An almost identical story appears
for the St. Cloud Area Index of Leading
Economic Indicators. The index was
up 2% in the quarter ending April 2021
and 4.7% over the last 12 months. The
index is forward-looking over a 4-6
month time horizon, so the 2% gain is
hopeful that further gains to recover
from the pandemic are on hand for
summer. Five of the six indicators contributed positively to the index, led by
responses of area business owners regarding current conditions in our
quarterly St. Cloud Area Business Outlook Survey, and the gain in the St.
Cloud 12 Stock Price Index. The only
negative contribution came from professional employment which includes
temporary help employment. This
sector has been challenged to return to
pre-pandemic levels throughout Minnesota. There is a labor shortage in
America, and St. Cloud is part of it. For
whatever reason, many adults are not
in the workforce. There is also the fact
that some of the jobs that workers left
in March-April 2020 are not returning;
there is demand for diﬀerent kinds of
workers and diﬀerent kinds of employers who can attract talent. These adjustments are not unprecedented but
will look unique as they spring out of
the aftermath of the pandemic. Overall
demand for products is strong, so
those ﬁrms who master both their labor issues and input supply chains will
ﬁnd a marketplace with money to
spend.

Table 5:
Impact of Indicators on St. Cloud
Leading Economic Indicators, April
2021. Page 4

