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DISCLAIMER

The views expressed here are the presenter's 
and not necessarily those of the Federal 
Reserve Bank of Minneapolis or the Federal 
Reserve System.
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• Strong labor market just before the pandemic

• Persistently high LFPR in MN relative to US
• Very low early-2020 unemployment in both MN and rest of US
• Relatively high wage growth, especially for low-income workers

• Unprecedented severity and brevity of 2020 recession

• 22 million lost jobs in US from Feb 2020 – April 2020
• But recession only lasted two months

• Minnesota had a less severe recession than rest of US

• But MN and US still short of pre-pandemic trends
• Depressed labor force participation is especially concerning
• Strong overall outcomes for MN conceal racial disparities

THE MINNESOTA AND NATIONAL LABOR MARKET CONTEXT
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UNUSUALLY HIGH LABOR FORCE PARTICIPATION IN MN
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MINNESOTA FARED BETTER THAN OTHER STATES
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BUT MN RACIAL DISPARIT IES ARE ESPECIALLY LARGE
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• COVID-19

• Mostly private responses to COVID-19 danger, but some role for shutdown orders
• People most likely to respond have likely now been vaccinated (speculative)
• Hard to predict extent and time profile of COVID danger 

• Difficulty of reallocating labor

• Can’t just return to March 2020 status quo
• Job search is slow and costly
• UI could be facilitating slower but more productive reallocation (speculative)

• Access to child care and schooling

• Mothers experienced large declines in participation during 2020
• Will child care and in-person schooling be universally available in 2021-22? 
• So far, limited effects on the overall labor market but important for caregivers

WHAT SLOWS LABOR MARKET RECOVERY IN 2021?
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REALLOCATION:  QUITS ARE ELEVATED
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BUSINESS FORMATION ROSE DURING THE PANDEMIC
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RECOVERY NOT YET PRODUCING MUCH WAGE GROWTH
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WOMEN LEFT LABOR FORCE FOR CAREGIVING
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CHILD CARE EMPLOYMENT DROPPED DRAMATICALLY
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UI  WAS UNUSUALLY GENEROUS IN 2020
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THANK YOU
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