
SENATE COMMITTEE ON FINANCE & PLANNING (SCFP) 
MINUTES OF MEETING 
MARCH 25, 2014 
 
[In these minutes:  Minnesota’s Economic Outlook by State Economist Laura Kalambokidis] 
 
[These minutes reflect discussion and debate at a meeting of a committee of the University of 
Minnesota Senate; none of the comments, conclusions or actions reported in these minutes 
represent the views of, nor are they binding on, the Senate, the Administration or the Board of 
Regents.] 
 
PRESENT:  Russell Luepker (chair), Catherine Fitch, Kara Kersteter, Ann Sather, Laura 
Kalambokidis, Lincoln Kallsen, Jill Merriam, Paul Olin, Arturo Schultz, Pamela Wheelock, Gary 
Cohen, Jennifer Gunn, Michael Korth, Erik van Kuijk, Samantha Jensen 
 
REGRETS:  Daniel Feeney, Fred Morrison, Terry Roe 
 
ABSENT:  David Fisher, Richard Pfutzenreuter, Michael Volna, Karen Ho, Aks Zaheer 
 
I).  Professor Luepker called the meeting to order and welcomed a new member, Professor Erik 
van Kuijk from the Department of Ophthalmology and Visual Neurosciences in the Medical 
School.  He then called for a round of introductions.  Next, he welcomed Renee Dempsey, 
Senate staff, who will be the new staff person for the committee, replacing Gary Engstrand. 
 
II).  Professor Luepker called on Professor Laura Kalambokidis who is in the Department of 
Applied Economics and also the Minnesota state economist to provide information about 
Minnesota’s economic outlook.  To supplement her presentation, Professor Kalambokidis 
distributed a PowerPoint presentation. 
 
To begin, Professor Kalambokidis turned members’ attention to the first slide, which contained 
information on Minnesota’s unemployment rate juxtaposed with the U.S. unemployment rate.  
She noted that Minnesota’s economy is doing well and continues to make solid gains.  Minnesota 
has recovered from the Great Recession faster than many other states and the nation as a whole.  
On some measures, Minnesota is outperforming the U.S. and outperforming other state averages.  
Currently, the Minnesota unemployment rate is 4.7%, which is almost 2% percentage points 
below the U.S. rate of 6.6%.  Having said that, the unemployment rate does not tell the full story.  
To illustrate, she noted that the headline unemployment rate masks the unemployment rate for 
individual groups, e.g., the African American unemployment rate is three times the Caucasian 
unemployment rate in Minnesota.  Before moving on to the next slide, Professor Kalambokidis 
stated that Minnesota’s employment growth, from January 2012 to January 2013, was 1.9% and 
the U.S. growth rate was 1.8%. 
 
In response to Professor Kalambokidis’ comment that the headline unemployment rate masks 
who is entering the labor force, Professor Luepker asked whether the absolute number of 
employed people is rising.  Professor Kalambokidis stated that while the absolute number of 
employed people is rising, the labor force participation rate has fallen since the beginning of the 



Great Recession until now.  Minnesota’s labor force participation rate is above the U.S. level and 
has fallen less than the national rate.  There are a couple of possible reasons for a decline in the 
labor force participation rate: 

• Workers becoming discouraged by not being able to find employment and then stop 
looking for work. 

• Employees retiring or deciding to drop out of the work force sooner than expected. 
There is some evidence in Minnesota’s labor force participation rates that indicates that the 
reduction in its labor force participation rate is likely more attributable to a demographic shift 
(aging) and less of a discouraged worker problem. 
 
Professor Kalambokidis went on to provide information about Minnesota’s employment change 
by industry between January 2012 and January 2013.  Minnesota has had growth from 2012 to 
2013 in all of its industries, which means that all sectors of the economy are contributing to 
employment growth.  This, however, was not true until recently because previously the 
manufacturing industry had not been growing year over year.   
 
Would it be possible for future presentations for the health and education industry data to be 
broken out separately, asked Vice President Wheelock?  While Professor Kalambokidis stated 
that she does not have these numbers with her, it would be possible to break out these data.  With 
that said, she added that she wants to be clear that the health and education industry does not 
include the University of Minnesota, but only private education.   
 
Regarding the health and education industry, stated Professor Kalambokidis, it is dominated by 
health services, which is a very important industry for Minnesota.  Minnesota has a fairly diverse 
industrial base, but one of the industries that is overrepresented is in the health and education 
industry.  This has served Minnesota well because health care services have added a lot of jobs 
during the recovery.  To the extent Minnesota is overrepresented in an industry that is vulnerable 
to downturns, it makes the state economy vulnerable.  A lot of federal and state policies are 
attempting to reduce health care service costs, which, assuming they are successful, could mean 
downside risk for Minnesota’s economy. 
 
In Minnesota, the manufacturing industry is divided between durable and non-durable goods.  
Non-durable goods, which is dominated by food processing, and durable goods, while not 
dominated by medical devices, includes medical devices and transportation equipment, tend to 
be quite good jobs.  When looking at the manufacturing numbers, a lot of attention is paid to the 
durable and non-durable goods sectors. 
 
Construction is another important employment industry for Minnesota in this era because it is the 
industry that had such a dramatic downturn during the Great Recession.  Employment in the 
construction industry is coming back and leads Minnesota’s other industries in growth by a 
significant percent (11.9% growth), which is three times the national growth rate.  While the 
construction industry is growing in terms of employment, and current employment is now at 
October 2008 levels, construction employment remains well short of the February 2006 peak 
level of 132,000 jobs.  Seeing job growth in this industry is encouraging, but it is important to 
realize that this industry has not nearly recovered the jobs it lost as a result of the Great 
Recession. 



 
Professor Kalambokidis went on to report that Minnesota’s leading employment indicators 
remain strong.  For example: 

• Initial claims for unemployment insurance are at a multi-year low. 
• Private workweek (average hours worked) is trending up. 
• Unemployment levels are at a multi-year low. 
• Job vacancies are trending up. 

 
Professor Kalambokidis turned members’ attention to a slide that showed Minnesota total non-
farm employment, actual and forecasted.  The peak of unemployment in Minnesota was 2008.  
During the Great Recession, Minnesota lost about 190,000 jobs.  As of last summer, Minnesota 
recovered the number of jobs it had lost in the recession.  The national economy, however, has 
still not recovered all the jobs it lost in the recession.  Modest job growth is being forecasted for 
Minnesota, e.g., 1.6% in 2014, 1.8% in 2015 and 1.6% in 2016. 
 
Professor Cohen asked about the quality of the new jobs that are being created.  Nationally, 
stated Professor Kalambokidis, average wages are not as high as they were before the recession 
and part-time employment represents a higher share of total employment.  In Minnesota, the 
part-time employment statistic also holds true, but she does not recall the wage statistic.  Just 
because Minnesota has numerically recovered the jobs it lost in the recession, does not mean 
everyone is as well off as they would have been had the recession never happened. 
 
Professor Luepker asked about whether farm employment is significant in terms of the state 
economy and also about the number of people living in Minnesota.  Regarding the first question, 
stated Professor Kalambokidis, agriculture is an important component of the employment 
forecast, however, it is important to remember that nowadays the same amount of food can be 
produced with far fewer people than before.  In terms of population, Professor Kalambokidis 
noted that population growth is expected to increase by 0.7% going forward.  Minnesota is a 
relatively low population growth state, especially compared to faster growing southern and 
western states.  The 0.7% population growth estimate for Minnesota is more of a phenomenon of 
Minnesota being located in the upper Midwest; population tends to move from the East and 
Midwest to the South and the West.  As people age, it is not surprising to see people leaving the 
Upper Midwest. 
 
Mr. Kallsen asked whether from an economic perspective Minnesota should care whether it is a 
low population growth state and if this might actually benefit Minnesota.  Professor 
Kalambokidis stated it is important to remember that of course not everyone will leave 
Minnesota and from a social perspective Minnesota does not want to be a state of just one age 
group.  Just because people get older does not mean they will move out of Minnesota.  The 
phenomenon of people moving from the North and the East to the South and West is exacerbated 
by baby boomers growing older.  In the future, according to the state demographer, the 
population growth will be coming from families who are already here and these will primarily be 
families of color who will be contributing to the population growth of Minnesota. 
 
Next, Professor Kalambokidis provided information on Minnesota household formation, housing 
permits and construction employment.  Household formation drives housing starts.  In the early 



2000s, contractors were building more homes than was justified by the demand for homes based 
on household formations.  Then, when the economy turned down during the recession, both 
household formations and housing permits declined.  Finally, when the economy started to 
recover both household formations and housing permits began to increase; however, during 
recovery the household formations rose more quickly than housing starts.  Evidence exists that 
indicates that as the economy began to recover that the increase in household formations used up 
the glut of housing that had been built in the early 2000s.  As a result, housing prices are rising, 
homes are selling more quickly, and there is an increase in demand for new homes.  Looking into 
the future, the expectation is that new housing starts will match the household formation demand.  
 
In response to a question by Professor Cohen about the availability of credit for construction and 
mortgages, Professor Kalambokidis stated that there has been a tightening of credit for builders, 
but less so for consumers until recently.  New financial regulations coming into play will have 
stricter money lending requirements.  There is a concern that when the Dodd-Frank Wall Street 
Reform and Consumer Protection Act is fully implemented that this could damage the 
construction market, and this is why a close eye is kept on this sector of the economy. 
 
Ms. Fitch observed that housing permits actually started to drop in 2005 – 2006, which predates 
the recession.  Professor Kalambokidis reported that Minnesota’s construction industry turned 
down before the national turn down; Minnesota was a bellwether to a degree and foreshadowed 
the recession. 
 
There are risks to any economic forecast, noted Professor Kalambokidis.  Having said that, while 
the national economy is expected to accelerate through 2014, it has been curbed a bit by global 
uncertainty/disruption.  The global disruption could be a threat to Minnesota’s economy in terms 
of demand for manufactured good, which is dependent on the global economy.  While there is 
always a level of uncertainty, Professor Kalambokidis stated that she does not believe Minnesota 
is facing any unusual threats at the moment. 
 
Professor Kalambokidis went on to say that she frequently gives this presentation in conjunction 
with Susan Brower, the state demographer, who talks a lot about the aging of the baby boom 
generation and the increased average age of the Minnesota workforce.  Members’ attention was 
turned to the next slide, which projects Minnesota’s labor force growth rate.  During the 1970s 
and 1980s, labor force growth was at 2.7% and 1.5%, respectively.  As of 2020 – 2025, the labor 
force growth rate is projected to be 0.1%.  This means that in order to maintain Minnesota’s high 
per capita income, the amount of goods it produces, and its quality of life, labor force 
productivity will play an important role if Minnesota is to thrive going into the future. 
 
In closing, Professor Kalambokidis highlighted leadership (policy makers, public and private 
sector leaders) choices/decisions that will affect future economic performance: 

• Productivity will matter.  This means that investments made now to improve labor force 
productivity will help Minnesota thrive in the future, e.g., worker health, investment in 
research. 

• As labor force growth slows, it will be important for Minnesota to have people employed; 
“leave no worker behind.”  



• Obstacles to entrepreneurship or potential entrepreneurship need to be avoided e.g., 
reducing uncertainty is pro-business. 

• Public and non-profit sector effectiveness will matter. 
 
Professor Kalambokidis concluded her presentation and solicited questions from members, 
which included: 

• In looking at the state and breaking it down into geographic regions (urban versus rural), 
what is the outlook, asked Professor Gunn?  Professor Kalambokidis stated that she does 
not have data on demographic changes rural versus metro with her; however, based on 
information she has heard Ms. Brower, the state demographer, present, the metro and 
regional centers are more diverse than the rural areas, which would be expected.  Rural 
areas tend to have an older population.  In terms of economic performance, the Twin 
Cities and the regional centers in Minnesota are doing quite well, but there are 
communities that are experiencing a population decline. 

• Is Tom Gillespy’s (former Minnesota state demographer) prediction about the slowing of 
labor force growth being problematic true, asked Professor Luepker?  According to 
Professor Kalambokidis, Minnesota is already in the midst of a labor force growth rate 
that is slowing.  This has been an issue that has been gradually occurring and Minnesota 
has been adapting accordingly.  While Minnesota has net-out migrants, this is less a 
Minnesota issue than a Midwest issue.  Any population growth that will be occurring will 
be coming from people who are already here, many of which are populations of color. 

• Mr. Kallsen stated that when President Kaler talks about the achievement gap, this is very 
much an issue that is in the University’s self interest.  Professor Kalambokidis agreed that 
this will indeed be an important issue.  Businesses that will survive will be those that 
figure out how to find, train and retain workers.   

• How does the achievement gap compare between the Native American and African 
American populations, asked Professor Cohen?  Professor Kalambokidis stated that she 
does not have numbers on this, but she understands the Native American graduation, 
income and unemployment rates underperform the African American rates. 

• How is Minnesota’s economy performing compared to Wisconsin’s economy, asked 
Professor Luepker?  Minnesota, stated Professor Kalambokidis, is outperforming 
Wisconsin in a number of measures, but this is nothing new.  For instance, Minnesota has 
had higher per capita income compared to Wisconsin for many years, and Minnesota’s 
unemployment rate has been historically lower than Wisconsin’s unemployment rate.  
Minnesota has a diverse economic base, which roughly mimics the national economy 
with regard to employment across industries except health care and professional services.  
Wisconsin, on the other hand, has a higher share of its employment in the manufacturing 
sector, which could translate into a less resilient economy for Wisconsin. 

• Professor Luepker asked how the Minnesota economy will affect the University.  
Professor Kalambokidis stated that the state forecast is for positive balances for the 
current biennium and for the next biennium, but the next biennium forecast can still 
change.  

• Professor Cohen asked about the sustainability of the higher education infrastructure in 
terms of what the right size should be.  Professor Kalambokidis stated that she would 
need to give this some thought before she responds and can speak to this the next time 
she meets with the committee. 



• How many workers in Minnesota have higher education degrees, asked Professor Olin?  
Professor Kalambokidis stated that she does not have this information but that the 
Minnesota Department of Employment and Economic Development (DEED) does. 

• Has the change in single income households versus double income houses had an impact 
on household formations, asked Professor Olin?  Professor Kalambokidis stated that she 
can’t answer this but knows it is being looked at in the economic literature. 

 
Professor Luepker thanked Professor Kalambokidis for her presentation. 
 
III).  Hearing no further business, Professor Luepker adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 
 
 
 
 
 
 
 


