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Strong outlook clouded

by inflation
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A welder works on a section of pipe in a Sauk Rapids factory. Career Solutions is offering a free manufacturing careers
academy this coming fall to help fill in-demand welding and machinist job openings. DAVE SCHWARZ/ST. CLOUD TIMES FILE

Labor shortages, wage pressure add to business owners’ worries

Rich MacDonald and King Banaian
ST. CLOUD STATE UNIVERSITY

As the pandemic subsides, the new
year has ushered in a long-awaited,
broad-based area economic expansion.
Virtually all sectors of the St. Cloud-
area economy experienced employment
growth as the area added more than

3,600 jobs in the year ending January
2022.

Firms’ future outlook remains very
strong, but is clouded by accelerating
inflation (and accompanying wage
pressures) and persistent labor short-
ages.

Data released by the Minnesota De-
partment of Employment and Econom-

ic Development indicate St. Cloud area
employment increased 3.6% over the 12
months ending January 2022 (but is
still 3,144 below its pre-pandemic level
two years ago). Local job growth oc-
curred in virtually all sectors, with lei-
sure/hospitality leading the way with a

See OUTLOOK, Page 3I

New St. Cloud Index of Leading Economic Indicators
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With a labor shortage, what’s happening with wages?

Rich MacDonald and King Banaian
ST. CLOUD STATE UNIVERSITY

Sometimes you see a number and
think there’s something wrong. Figuring
out why can sometimes tell you some-
thing surprising.

We saw one that is very misleading:
Average hourly earnings in the St. Cloud
MSA in December 2021 were $25.75,
down from $27.32 in December 2019.

How, one might think, could wages be
going down while we are experiencing a
labor shortage?

We learn in today’s report that the lei-
sure and hospitality sector had an em-
ployment jump of 22.3% in the 12
months leading to January 2022. It is the
largest rise of any sector, with construc-
tion rising 13.8% and other sectors much
less. One thing we know is that leisure
and hospitality contains many lower-

wage jobs.

A better way to see what is happening
when the composition of the labor force
is changing so dramatically is to look at
wages by sector. We are too small a com-
munity to have monthly data on wages
like we do for employment. However,
there is another census of employers
that allows us to see weekly wages and

See WAGES, Page 6l
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Table 1: Current business conditions

Feb./March 2022 vs. three months ago

St. Cloud area business outlook

survey summary, Feb./March 2022 e
‘J

&

. . N
What is your evaluation of: Ty

Level of business activity

for your company 12.8
Number of employees on 23.1
your company’s payroll '
Length of the workweek 15.4
for your employees .
Capital expenditures (equipment,

machinery, structures, etc.) 7.7
by your company

Employee compensation (wages and 0
benefits) by your company

Prices received for your company’s 0
products

National business activity 2.6
Your company’s difficulty 5.1

attracting qualified workers

& e éép
& ) S, Yo
41.0 46.2 33.4 44.4 39.3
46.2 30.8 7.7 8.9 -3.0
79.5 5.1 -10.3 13.3 9.1
71.8 20.5 12.8 22.2 27.2
30.8 69.2 69.2 60.0 42.4
41.0 59.0 59.0 53.4 48.4
41.0 46.2 43.6 26.6 27.2
48.7 43.6 38.5 44.4 18.2

St. Cloud area business outlook

\
survey summary, Feb./March 2022 5 e > "9‘»
S & S O S
& O S & & e 2 @ %
. . 3 & P S & & '{& o S & Q.KQ &
What is your evaluation of: & & & & ‘\&‘{?@"‘ Qe,o\bt‘.@"‘
Level of business activity
for your company 2.6 17.9 71.8 69.2 64.4 515
Number of employees on
your company’s payroll 5.1 28.2 59.0 53.9 53.4 33.3
Length of the workweek
for your employees 1.7 66.7 17.9 10.2 11.2 12.2
Capital expenditures (equipment,
machinery, structures, etc.) 2.6 41.0 48.7 46.1 46.7 36.4
by your company
Employee compensation (wagesand 0 23.1 69.2 69.2 75.6 45.5
benefits) by your company
Prices received for your company’s 0 17.9 74.4 74.4 66.7 36.4
products
National business activity 2.6 35.9 43.6 41.0 33.4 24.2
Your company’s difficulty 5.1 462 410 359 423 182

Table 2: Future business conditions

Six months from now vs. Feb./March 2022

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

STANDARD QUESTIONS

CURRENT ACTIVITY

Survey shows labor is
area’s biggest concern

Rich MacDonald and King Banaian
ST. CLOUD STATE UNIVERSITY

Tables 1and 2 report the most recent
results of the St. Cloud Area Business
Outlook Survey. Responses are from 39
area businesses that returned the re-
cent mailing in time to be included in
the report. Participating firms are repre-
sentative of the diverse collection of
businesses in the St. Cloud area. They
include retail, manufacturing, con-
struction, financial, health services and
government enterprises, both small and
large. Survey responses are strictly con-
fidential. Written and oral comments
have not been attributed to individual
firms.

Table 1 shows that business activity
during the three-month period ending
in February/March 2022 was slightly
weaker than one year ago.

However, the employee compensa-
tion and prices-received indexes are
considerably higher than were recorded
last year (which was a time when infla-
tionary pressures were just beginning to
appear).

For example, the diffusion index on
employee compensation is 69.2 — the
second-highest reading ever recorded.
By comparison, one year ago the current
employee compensation index was
42.4.

A diffusion index represents the per-
centage 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 condi-
tions.

STANDARD QUESTIONS

Index values on national business
activity and difficulty attracting quali-
fied workers were also elevated this
quarter. 44% of firms report increased
difficulty attracting qualified workers
this quarter and only two firms indicate
the local labor shortage has moderated.

The one puzzling result from Table 1
is the item on current capital expendi-
tures (see accompanying chart).

At a value of 12.8, this index is at its
lowest level since the onset of the pan-
demic recession.

We note that this performance is not
seen in the future conditions index (Ta-
ble 2). Capital spending plans over the
next six months are relatively strong.

As always, firms were asked to report
any factors that are affecting their busi-
ness. These comments include:

e High and volatile material prices
and long lead times. Damaged products
when the product arrives. Very little
quality control.

e Taxes and overregulation.

e Talent acquisition and retention.

e The Biden administration has
turned into a train wreck for the Amer-
ican economy and business.

e Supply chain issues.

e LABOR!

e It's currently all about labor, labor,
labor. More business to be had, but can't
due to labor constraints. I don't know if/
how/when that situation improves.

e We are concerned about the trends
we see in enrollment at St. Cloud State
University and the criminal activity that
seems to be taking place around the
SCSU campus. We believe these trends
will have a negative impact on our com-
munity.

FUTURE OUTLOOK

Firms’ future expectations
among strongest recorded

Rich MacDonald and King Banaian
ST. CLOUD STATE UNIVERSITY

The results from the future condi-
tions survey in Table 2 are among the
strongest ever recorded over the 24
years that the survey has been adminis-
tered. For example, the future business
activity index (see accompanying chart)
is 69.2, its highest reading since March
2000. 72% of surveyed firms expect im-
proved business activity by August, and
only one firm expects weaker condi-
tions, so there is considerable reason to
be optimistic about local economic ac-
tivity over the next six months.

The future capital expenditures in-
dex was also strong this quarter. 46% of
firms expect higher capital spending
over the next six months and only one
firm expects to reduce capital pur-
chases. Special question 2 (found else-
where in this report) suggests these
planned capital purchases are typically
intended to help firms keep up with
technology as well as to improve pro-
ductive efficiency.

With 59% of surveyed firms expect-
ing to expand employment by August
(and only two firms expecting de-
creased payrolls), the future employ-
mentindex is at its highest recorded lev-
elin more than 20 years. Ongoing work-
er shortages and a low local unemploy-
ment rate make it unclear where area
firms are planning to find workers, but
they expect to provide higher employee

compensation to attract (and retain)
workers over the next six months.

The diffusion index on future em-
ployee compensation is 69.2. No sur-
veyed firms expect to pay lower wages
and salaries by August. The prices-re-
ceived index also remains elevated.

Almost three-fourths of surveyed
firms expect to receive higher prices by
August and no firms expect prices re-
ceived to decrease. The diffusion index
on this item is once again the highest
ever recorded (see accompanying
chart).

As we noted last quarter, the worker
compensation and prices-received in-
dexes have been historically correlated
with improved local company perfor-
mance, but the current period may be
different. To the extent that these fig-
ures reflect supply chain bottlenecks
and/or general inflationary pressures,
these responses may not be a favorable
local indicator. Responses to special
question 3 address these concerns.

This quarter’s final survey chart
looks at the future difficulty attracting
qualified workers index. The value of
this series is 35.9, which is lower than in
the previous three quarters. This may
suggest a moderating local labor short-
age, but we will need a couple more sur-
vey readings to know if this is the case.
We do note that the local labor force ac-
tually increased (by 2.9%) over the past
year, so this could be helping to reduce
area firms’ difficulty attracting talent.

Chart 1: Current capital expenditures
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Chart 2: Future business activity
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Chart 3: Future capital expenditures
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Chart 4: Future prices received
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Chart 5: Future difficulty
attracting qualified workers
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KEY TAKEAWAYS

Payrolls expected to rise, but so are prices

Rich MacDonald and King Banaian
ST. CLOUD STATE UNIVERSITY

1. Private sector payroll employ-
ment in the St. Cloud area rose 3.5%
from one year earlier in the 12 months
through January 2022. The unemploy-
ment rate in the St. Cloud area was 3.8%
in January 2022, which was much lower
than the 5.5% figure observed one year
ago (when many social distancing mea-
sures were still in place). The local labor
force rose by 2.9 percent over the past
year, with 3,145 more adults working or
available for work in the St. Cloud area
than one year ago.

2. Nearly all area sectors experi-
enced employment gains over the
year ending January 2022. Sectors
with the largest job gains include lei-
sure/hospitality (22.3%), mining/log-
ging/construction (13.8%), other ser-
vices (5.5%), and local government

72% percent of surveyed firms expect an increase in
business activity over the next six months. 59% of
surveyed firms expect to expand payrolls by August 2022
and 74% anticipate increased prices received.

(7.8%). The only local sectors experi-
encing job loss over the past 12 months
were financial activities (-0.1%), federal
government (-2.0%), and state govern-
ment (-0.2%).

3. The St. Cloud Index of Leading
Economic Indicators rose by 1.7% in
the current period. Five of the six in-
dicators rose and one other fell in the
current quarter. The St. Cloud 12 Stock
Index fell 2.2% over the three months
ending Jan. 31, 2022, roughly in line
with a 2.0% decrease in the S&P 500.
Only two stocks in the index closed

higher over that period.

4. The future outlook of area busi-
nesses that responded to the St. Cloud
Area Business Outlook Survey was
stronger than usual for this time of
year, as surveyed firms remain opti-
mistic about economic performance
over the next six months. 72% percent
of surveyed firms expect an increase in
business activity over the next six
months (and 3% expect decreased ac-
tivity). 59% of surveyed firms expect to
expand payrolls by August 2022 and
74% anticipate increased prices re-

ceived over the next six months. 69% of
surveyed firms expect to pay higher
wages and salaries by August. The local
labor shortage is a major concern for
area firms. 41% of surveyed firms expect
it to be more difficult to attract qualified
workers over the next six months and
only 5% expect these difficulties to de-
crease.

5. In a special question, most sur-
veyed firms report unchanged hiring
practices over the past year, although
28% indicate less-stringent previous
experience requirements. In a second
special question, 54% of firms plan to
undertake capital spending to keep up
with technology, while 46% will do so to
produce output more efficiently. A quar-
ter of firms said they were using capital
to help economize on labor. Firms also
commented on how they are being im-
pacted by inflation in this quarter’s final
special question.

Outlook

Continued from Page 1l

22.3% employment increase over the
past year. Employment in the mining/
logging/construction industry also rose
13.8% over the same period.

The St. Cloud Index of Leading Eco-
nomic Indicators rose 1.7% from three
months ago and is 0.8% from its recent
high two quarters ago. Five of six indica-
tors rose in the last quarter.

Business activity at surveyed firms
was solid over the past quarter. 46% of
surveyed firms report an increase in
business activity over the past three
months and only 13% of firms experi-
enced a decrease in activity.

The future outlook of surveyed firms
is very strong as 72% of survey respon-
dents expect improved business condi-
tions over the next six months and only
3% of firms anticipate decreased activ-
ity.

In our first special question, most
firms indicate hiring practices have
been unchanged over the past 12
months (although 28% of firms note
that they are utilizing less stringent ex-
perience requirements than one year
ago). In a second special question, 54%
of surveyed firms report they plan to un-
dertake capital spending in 2022 in or-
der to keep up with technology. Another

A milling machine does its job Sept. 10 at the DeZURIK plant in Sartell. DAVE SCHWARZ/ST. CLOUD TIMES FILE

ApriI. JASON WACHTER/ST. CLOUD TIMES FILE

46% of firms indicate capital purchases
are used to produce output more effi-
ciently, while 39% are simply replacing
worn-out capital. 25% of firms plan to

Construction jobs, including those for projects like a Minnesota Highway 24 bridge, showed growth in the year ending in

purchase capital in order to contain la-
bor costs.

In this quarter’s final special ques-
tion, firms report on the ways in which

T : 5 '?g-g&' ;5

inflation is affecting their firm. Several
firms indicate significant materials cost
increases, accelerating wages, and de-
clining profit margins.
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SPECIAL QUESTIONS

Few changes in area hiring practices

King Banaian and Rich MacDonald
ST. CLOUD STATE UNIVERSITY

The COVID-19 pandemic has forced
firms to reinvent business practices
across the entire range of company ac-
tivities. Among these practices are
those that relate to managing the com-
pany workforce. As labor demand in-
creases and telework options become
more popular, we thought it would be
useful to see how specific hiring prac-
tices may have changed over the past
year. We asked:

SPECIAL QUESTION 1: Over the
last 12 months, which of the
following adjustments have been
made in the qualifications your
firm uses in its hiring practices?

Most surveyed firms report un-
changed hiring practices over the past12
months. The one category in which less
stringent hiring practices seem to have
emerged is in prior experience require-
ments. 28% of firms indicate they have
relaxed previous experience require-
ments in the past year. Written com-
ments include:

e We have made no changes. The re-
quirements for new employees are
needed for us to do our work.

e We end up training a lot more after
being hired than before. Less qualified
or motivated workers.

e We no longer drug test. Not enough
candidates to be picky.

e Already became as lenient as pos-
sible more than a year ago. Tono avail. A
pulse and a willingness to show up is
about all it takes ... and still positions go
unfilled.

e We have eliminated drug testing in
our manufacturing plants due to the
number of otherwise good applicants
who test positive for THC [the active in-
gredient in marijuana].

e We've always used background
checks and drug screenings.

e Great talent is available (at higher
cost).

SPECIAL QUESTION 2: Which of the
following represent goals your firm
has in its capital spending plans in
2022 (Please select all that apply)

Our second special question ad-
dresses firms’ capital spending plans in
2022. We already noted in tables1and 2
that local companies limited their cap-
ital purchases over the past three
months (which could be a seasonal ef-
fect as well as reflect ongoing supply
chain issues) but expect fairly robust
capital spending over the next six
months. A commitment to capital
spending is a sign of a healthy economy,
so we are encouraged by these strong
future business conditions survey re-
sults. Of course, reasons for capital ex-
pansion are varied, so we thought we
would ask firms about their goals for
capital expansion this year. Note that
surveyed firms were requested to select
all applicable responses, so percentages
total up to more than 100%.

The most popular reason for capital
expansion is “keeping up with the latest
technology.” 46.2% of firms indicate
their planned capital purchases are to
increase productive efficiency and an-
other 38.5% of firms are replacing worn-
out capital. One way of addressing per-
sistent local worker shortages is to sub-
stitute capital for labor. 25.6% of sur-
veyed firms identify this as an objective
of their capital spending plans this year.

Finally, 15.4% of firms are acquiring
new capital in order to “enter a new
product area or service space.” A few
firms provided written responses.
These include:

e Other — technology for new hires.

e These are our standard capital pur-
chasing requirements.

e Always trying to stay ahead and
keep equipment all serviced or updated
as feasible.

e We always need to look at new
products on the market.

e Switching to digital press technol-
ogy to eliminate need for trained press
operators.

e Many of our experienced trades
workers are aging out of the workforce.
We are looking at a new construction
practice that requires less skilled labor
as we have had zero success to replace
(retiring workers).

e Wage increases make exploring
and adding technology more important
and more affordable.

e Adding capacity.

e No capital plans for 2022 at this
time.

Federal Reserve Board Chairman Jerome Powell speaks Jan. 11 during his

re-nomination hearing before the Senate Banking, Housing and Urban Affairs
Committee on Capitol Hill in Washington. The Federal Reserve will lift its
benchmark short-term interest rate at its next meeting in two weeks, Powell
said in prepared testimony he delivered to a congressional committee on March

2. BRENDAN SMIALOWSKI/AP POOL FILE

Special question 1

Over the last 12 months, which of the following adjustments have been
made in the qualifications your firm uses in its hiring practices?

EMPLOYEE Less stringent Unchanged More stringent Not
QUALIFICATIONS requirements hiring practices requirements applicable
Level of
education 7.7% 79.5% 0% 12.8%
Previous
experience 28.2% 56.4% 2.6% 12.8%
Criminal
background
checks 5.1% 76.9% 5.1% 12.8%
Drug use
checks 5.1% 74.4% 2.6% 17.9%

Special question 2

Which of the following represent goals your firm has in its capital spending

plansin 2022?

46.2%

38.5%

Replacement of
worn-out capital

53.8%

Keeping up with
latest technology

Let’s talk inflation

U.S. inflation rates have been elevat-
ed for the past year as aggressive mone-
tary policy targeted at promoting high
employment has collided with supply
chain difficulties and lower labor force
participation to produce inflationary
pressures.

For example, over the year ending in
February 2022, the Bureau of Labor Sta-
tisitics (among other things, they main-
tain the Consumer Price Index — the
CPI) reports a 25.6% increase in energy
costs, a 12.4% increase in new vehicle
prices, and a 41.2% rise in the prices of
used cars and trucks. The overall CPI
rose 7.9% over the year ending February
2022 and the closely watched core CPI
(which subtracts food and energy
prices) rose 6.4%.

In the long run, inflation is a mone-
tary phenomenon. So, after materials,
product and labor supply conditions re-
turn to “normal” in a post-COVID econo-
my, the Federal Reserve will need to use
its monetary policy to tame inflation
and contain inflationary expectations.

The Fed has been willing to trade off
some “transitory” inflation increases
over the past year in an attempt to use

Desire to produce
output more efficiently

15.4%

Entering a new product
or service space

25.6%

Adding capital to help
contain labors costs

12.8% 2.6%
Not Other
applicable

expansionary policies to achieve its
high employment mandate.

But now that national labor markets
have stabilized (for example, the na-
tional unemployment rate is now 3.8%
— considerably lower than the 6.2%
reading from one year ago), it is time for
them to try to get inflation rates back to
their 2% annual target.

The Fed’s targeted measure of infla-
tion — the Personal Consumption Ex-
penditures (PCE) deflator — has not in-
creased as rapidly as the CPI over the
past year (it rose at a 6.3% annual rate in
the fourth quarter of 2021), but it re-
mains elevated above the 2% target.

By the time this report appears in
print, the Fed had begun to increase the
target for its key interest rate (the feder-
al funds rate) as it begins to tighten up
on monetary and credit conditions.

This more restrictive interest rate
policy is expected to proceed over the
rest 0f 2022 (and into 2023) until mone-
tary policy has returned inflation rates
to their longer run values.

It is beyond the scope of this report
for us to debate the extent to which
these efforts will be successful, but we
think most people agree that it is time
for the Fed to get moving on containing

inflationary expectations by restraining
its monetary policy actions.

With these concerns in mind, we
thought we would ask area firms an
open-ended question about how infla-
tion was impacting them. Area compa-
nies note that inflation is causing higher
wages, increased materials costs, more
aggressive pricing, and, in some cases,
reduced profit margins. We asked:

SPECIAL QUESTION 3: Please
comment on the ways in which
inflation is impacting your firm.

We let the survey responses tell the
story:

e The present changes may force
customer fee increases.

e It sucks, to put it in plain English.
Need to get gas/energy prices under
control. Do that and prices will come
down along with inflation.

e Driving the cost up on materials to
a point where some customers are look-
ing at repairs instead of (product) re-
placement.

e Much higher wage increase to re-
tain staff. Increased annual (cost of liv-
ing) base pay increase from 2% to 5%
plus merit increases.

e Forcing wage growth for retention.

e Inflation is hitting us from every di-
rection and starting to affect consumer
buying decisions. If this continues at
this pace we will see the economic ef-
fects like 1979-82 once again.

e Higher labor costs.

e Costs are going up everywhere.
Nothing is going down. We would nor-
mally raise prices annually. We are now
raising prices more frequently just to
stay in sync with costs.

e Paper is up 30%, plates, ink and
other consumables up 10-25%.

e Projects that are ongoing have had
material price increases that we cannot
charge for as we have guaranteed price
contracts.

e Metal (hot-rolled and cold-rolled)
was arguably among the earliest and
biggest inflationary flashpoints, having
risen several hundred percent in 2021.
No choice but to pass on. Mostly suc-
cessfully, but some contract obligations
still existed at “old” pricing. Everything
else has been relatively minor and easi-
er to deal with in comparison.

e It is increasing our cost of goods,
profit margins and labor costs.

e We work under fixed price con-
tracts so we have passed on some pro-
jects that have long delivery times. De-
livery times are really impacting work
going forward with a window up to 6
months...

e Virtually every cost from raw ma-
terials to packaging to fuel and shipping
costs is increasing by large percentages,
driving up the price of our products to
customers.

e Cost of goods.

e We are strongly dependent on
transportation. We ship 30-40 semi
loads of material monthly. The inflation
rate on fuel is drastically affecting our
profitability.

e Inflation is in every area we do
business. This is by far the worst and
fastest inflationary growth we’ve seen.
Add wage increases into the mix and we
see this as a long-term issue.

e It has been difficult to pass on costs
in a timely manner.

e Increased freight costs — in and
out.

e Federal Reserve plans to increase
federal funds rate — which will push up
loan and deposit rates (in the banking
industry).

e The only impact from inflation has
been a need to increase wages more
than in the past.

e Prices are roughly 20-30% higher.
Wages and labor costs have been in-
creased intentionally.

e Price increases significant — 20-
25%.

e Raw goods costs have increased a
lot over the last two months.

e Decreasing our bottom line.

e Prices have had double-digit in-
crease.

e Significantly driving up wages,
which requires our firm to increase our
prices.

e It’s making my clients very ner-
vous!

e Outsourced and in-house labor
costs are up 20-25%.

e Inflation is causing us to increase
prices and threatening to erode mar-
gins.

e Cost of products has increased. We
increased employee wages to try to
avoid losing people and to make them

happy.
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LEADING INDICATORS

Central Minnesota expectations rising

Table 3: Employment trends

Construction,
hospitality sectors
growing quickly
in St. Cloud area

King Banaian and Rich MacDonald
ST. CLOUD STATE UNIVERSITY

Based on revised data from the Min-
nesota Department of Employment and
Economic Development shown in Table
3, employment in the St. Cloud Metro-
politan Statistical Area grew 3.6% in the
12 months ending in January 2022. This
was higher than the Twin Cities MSA
and the state as a whole; St. Cloud edged
out Duluth and Rochester to have the
fastest-growing employment in the
state.

For this to happen while growth in
the St. Cloud manufacturing sector was
below growth in the rest of the state is
all the more remarkable. DEED notes
that average annual job change between
2020 and 2021 was revised downward
to 1.1% from 1.5%, for a change of 401
fewer jobs than previously reported.

Two sectors that have grown rapidly
over the last year are construction and
leisure and hospitality. The latter is easy
to understand since the numbers are
growth from the industry-wide closures
of restaurants in January 2021. In the
other case we continue to see growth in
the construction sector driven by both
growth in commercial and residential
structures. Data from the Central Min-
nesota Builders Association (not
shown) showed building permits at
their highest level since 2016, particu-
larly for building in Sartell.

Save for a drop of 6 jobs in the finan-
cial sector, every private industry in the
St. Cloud area experienced an increase
in jobs. Notably, wholesale and retail
trade rose in St. Cloud while declining
elsewhere in Minnesota. Area employ-
ment at the federal level was down 2%
and state-government employment
was down a small fraction.

As shown in Table 4, the St. Cloud
area labor force grew 2.9% in the 12
months to January 2022. In the previ-
ous 12 months it had fallen by 3%, so the
area labor force is 295 persons less than
January 2020. Of the five Minnesota
MSAs, only Rochester has a greater la-
bor force in January 2022 than it had in
January 2020.

Thus while the unemployment rate
in St. Cloud in January at 3.8% was
higher than the state or the Twin Cities,
this may not be a bad thing. It indicates
that there are relatively more workers
actively seeking employment in the
area.

After the end of extended unemploy-
ment insurance benefits in September
2021, initial claims fell in the St. Cloud
area. Building permit valuations in the
St. Cloud area fell slightly in this period.

St. Cloud stock index up sharply

The St. Cloud Stock Price Index rose
by 30.4% in the 12 months to Jan. 31,
2022, though it fell 2.2% in the final
three months of that period.

By comparison the S&P 500 rose
22.1% over the 12 months and fell 2.0%
in the final three months. During this
period we removed Newell Brands from
the index as it wrapped up operations of
Stearns Manufacturing at the end of
2021. This marks the second stock re-
moved in as many quarters, as Brook-
field Property Group left our index at the
end of July.

We will re-evaluate the index to de-
termine if other stocks can be included.
Of the remaining 10 stocks, two rose in
the last three months, C.H. Robinson
and Encore Capital Group.

Five of the six elements of the Index
of Leading Economic Indicators rose in
the last quarter. Only initial claims for
unemployment insurance in the MSA
detracted from this measure. The sur-
vey responses, particularly to current
conditions, and improving professional
employment (which includes the bell-
wether temporary jobs category) con-
tributed most to the reading this time.

We note that this report was written
after the invasion of Ukraine by Russia,
and some of the responses to the St.
Cloud Area Business survey were writ-
ten with knowledge of that. We also are
writing this report on the eve of what
Federal Reserve Chair Jay Powell has
said will be the first interest rate hike of
what promises to be a lengthy process

ST. CLOUD MINNESOTA TWIN CITIES
2007-2022 Jan. 2021-Jan. 2022 2007-2022 Jan. 2021-Jan. 2022 2007-2022 Jan. 2021-Jan. 2022
long-term trend growth rate long-term trend growth rate long-term trend growth rate
Total Non-Ag 0.3% 3.6% 0.3% 2.7% 0.4% 2.7%
Total Private 0.3% 3.5% 0.4% 2.9% 0.5% 2.9%
GOODS PRODUCING 0.0% 4.5% -0.3% 2.3% 0.0% 3.9%
Mining/Logging/Construction 2.9% 13.8% 0.2% 0.2% 0.3% 2.0%
Manufacturing -1.1% 0.5% -0.5% 3.1% -0.2% 4.6%
SERVICE PROVIDING 0.4% 3.3% 0.4% 2.8% 0.5% 2.4%
Trade/Transport/Utilities 0.3% 1.2% -0.2% -0.6% -0.2% -0.8%
Wholesale Trade 1.5% 2.7% -0.3% -0.6% -0.4% -1.3%
Retail Trade -0.1% 0.9% -0.5% -2.2% -0.5% -2.6%
Transport/Warehouse/Utilities 0.4% 0.0% 1.0% 3.5% 1.0% 4.4%
Information -2.3% 2.9% -1.9% 3.1% -1.7% 2.9%
Financial Activities 0.9% -0.1% 0.6% -0.9% 0.7% -2.2%
Professional & Business Services -0.1% 1.8% 0.8% 2.2% 0.9% 2.0%
Education & Health 2.0% 0.6% 1.7% -0.4% 2.0% -0.3%
Leisure & Hospitality -1.4% 22.3% -0.1% 26.7% -0.1% 26.5%
Other Services (Excl. Gvt.) -0.2% 5.5% -0.4% 8.9% -0.2% 7.5%
Government 0.2% 4.1% -0.2% 1.2% -0.3% 0.8%
Federal 2.3% -2.0% -0.2% -1.8% -0.2% -1.2%
State -0.8% -0.2% 0.2% -0.8% -0.6% -0.1%

Local 0.2% 7.8% -0.3% 2.3% -0.1% 1.5%
Table 4: Other economic indicators 2022 2021 Percent change
St. Cloud MSA Labor Force January (MN Workforce Center) 113,080 109,935 2.9%
St. Cloud MSA Civilian Employment # January (MN Workforce Center) 108,731 103,843 4.7%
St. Cloud MSA Unemployment Rate* January (MN Workforce Center) 3.8% 5.5% NA
Minnesota Unemployment Rate* Jauary (MN Workforce Center) 3.6% 5.0% NA
Mpls-St. Paul Unemployment Rate* January (MN Workforce Center) 3.1% 4.8% NA
St. Cloud Area New Unemployment Insurance Claims 1,474.3 2,978.0 -50.5%

November-January average (MN Workforce Center)
St. Cloud 12 Stock Price Index as of Jan. 31 (SCSU) 1,095.01 839.85 30.4%
St. Cloud City Residential Building Permit Valuation 1,340.3 1,398.7 -4.2%
in thousands, November-January average (City of St. Cloud)
St. Cloud Index of Leading Economic Indicators January (SCSU) 2012-13=100 116.5 110.5 5.4%
MSA = St. Cloud Metropolitan Area, comprising 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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of raising rates and perhaps reducing
the Fed’s balance sheet. There are thus
many uncertainties in the months to
come.

But our read of survey responses and
data are that the local economy has exit-

ed the omicron wave of COVID-19 with
slight improvements in labor availabil-
ity and strong expectations for growth
among area business leaders, with
plans to add both capital and labor in
2022.

declining elsewhere in
Minnesota. Area
employment at the federal
level was down 2% and
state-government
employment was down a
small fraction.
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Wages

Continued from Page 11

employer payrolls by sector.

The data is not very timely but we can
see what the differences were in the third
quarter of 2021 by sector.

We chose to focus only on Stearns
County because aggregating the two
counties of the metropolitan statistical
area is not possible.

There is a significant amount of varia-
tion in the data by sectors for the four we
chose to look at.

In construction, where employment
in the St. Cloud area has grown signifi-
cantly during the pandemic, weekly
wages grew by 8.2% between the third
quarter of 2020 and the third quarter of
2021

For that same period, manufacturing
rose 7.3%. Employment in manufactur-
ing has not grown nearly as fast.

In the leisure and hospitality super-
sector, weekly wages grew 11.7%.

We should note that weekly wages
can rise either because of a rise in the
wage rate or a rise in the number of hours
worked.

Part-time employment is more com-
mon in leisure and hospitality than most
other sectors.

Within leisure and hospitality, the
food services and drinking places sector
rose a little more, to 12%.

In all cases, the rise in weekly wages
certainly is higher than the national in-
flation rate for that period, which was
5.3%. The inflation rate has accelerated
since then, but we do not know what has
happened to weekly wages in that peri-
od.

These higher weekly wages can be a
good sign of a strengthening leisure and
hospitality sector if they are supported
by robust sales.

However, we know that in St. Cloud,
food and beverage tax receipts are still
not where they were pre-COVID pan-
demic.

Thus it seems likely that the labor
shortage in that industry is quite real,
wages are rapidly rising as a result, leav-
ing restaurant operators in the middle.

Change in weekly wages

Over-the-year percentage change in weekly wages during the third quarter
of 2021 in Stearns County (National inflation was 5.3%).

12%
10%
8%
6%
4%
2%
0%
-2%
Construction Manufacturing Trade, Leisure and Food Average hourly
transportation  hospitality services earnings,
and utiities and drinking all private
places industry,
St. Cloud MSA
USA TODAY NETWORK

In all cases, therise in
weekly wages certainly is
higher than the national
inflation rate for that
period, which was 5.3%. The
inflation rate has
accelerated since then, but
we do not know what has
happened to weekly wages
in that period.

Top: A now hiring flag flies June 14
outside of McDonald’s on Division
Street in St. Cloud. The food services
and drinking places sector rose a little
more than the rest of the leisure and
hospitality sector, to 12%.
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