2021 Wisconsin Overview
The COVID-19 pandemic has been the primary influence on the economy and workforce activity in
Wisconsin since March of 2020. The two-month recession attributable to COVID-19 ended the longest
economic expansion on record. Reactions to COVID-19 affected every industry and geography in the state.
The results were seen in stark terms over the course of a few months and throughout the following year. Job
numbers plummeted. Unemployment insurance claims skyrocketed. The workforce sagged but remained
fairly intact. The unemployment rate shot up from near record lows in March 2020, to almost 15% in April
2020 in the state. By November 2021, statewide unemployment had returned to historic lows.
The outlook for the state's economy is positive, although the ramifications of new viral strains are yet to be
determined. Wisconsin's GDP is on the verge of overtaking pre-COVID levels and state job numbers have
returned to 96% of pre-pandemic levels. A few industries' employment, such as manufacturing, construction
and professional business services, are back near or over pre-pandemic levels.
Private businesses continue to voice concerns about their inability to attract talent and workers in general.
The primary underlying challenge is the demographic situation of Baby Boomers exiting the workforce. This
lifecycle event will continue to complicate the ability of employers to find workers and talent. This is not just
a Wisconsin problem but one that affects the upper Midwest, the U.S. as a whole, much of Western Europe,
and in fact, the developed world. Even China faces a talent shortage. Many of the solutions offered to attract
workers to a particular firm are microeconomic solutions in practice (e.g., wage increases, signing bonuses,
schedule flexibility), while the underlying demographic trends and quantity challenge are a macroeconomic
problem.
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Employment

Graphic 1: Wisconsin Jobs

Wisconsin’s labor force held relatively
steady through the pandemic, decreasing
from 3.075 million in February 2020, to
3.054 million in December 2020. It has
since recovered to 3.109 million as of
August 2021.
The jobs situation, in contrast, was severely
impacted by the pandemic and has not fully
recovered. Total nonfarm jobs peaked in
February 2020, at 2.997 million on a
seasonally adjusted basis. By April 2020,
407,800 jobs had been lost. As of November
2021, jobs totaled 2.893 million, still down
some 104,000 from February 2020 levels.
The unemployment rate path was equally volatile. Wisconsin's March 2020 seasonally adjusted
unemployment rate was near historic lows at 3.2%. By that April, it had risen to 14.8%. It has since
decreased to 3.0% as of November 2021, tied with the previous record low from November 2018.

Short-run Outlook?
As this is being written in December of 2021, job growth has slowed and has even recorded negative
months. The industry that suffered the greatest impact from COVID-19 has been the leisure and hospitality
industry, losing more than 50% of its jobs at one point. All other industries have been affected in some
manner; for example, manufacturing lost less than 5% of its jobs, and recovered more quickly, as have the
construction, and warehousing and distribution sectors. Even so, workers are scarce.
Businesses' pursuit of workers has brought about wage and benefit increases along with signing bonuses
and other incentives to try to attract workers. There are, however, other workforce barriers such as
transportation, dependent care, housing affordability, and the uncertainty of workplace safety surrounding
COVID-19 that also need to be overcome.
Supply logistics interruptions have been a factor through the pandemic. Disruptions in global supply chains
have forced input shortages in many industries, raising prices and curtailing production. Most notable has
been the lack of semiconductors, affecting almost every industry, particularly the automobile
manufacturers. Sorting out and readjusting the global supply chain will take time. Further disruptions
cannot be ruled out depending on additional COVID waves.
The supply bottlenecks have put unwelcome upward pressure on inflation, sending the price of raw
materials, food, and energy higher, increasing the PPI (Producer Price Index) and the CPI (Consumer Price
Index). U.S. PPI final demand index rose 8.3% for the 12 months ended in August, the largest advance since
12-month data were first calculated in November 2010. Likewise, over the last 12 months, the all-items CPI
increased 5.3% before seasonal adjustment.
Expectations are for inflation pressures to ease as supply chains are reconstructed and altered; however, the
timing of that is uncertain.
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Long-run Challenge?
The primary long-term challenge facing Wisconsin's economic future remains workforce quantity. The
demographic situation facing the state, other upper-Midwest states, and most of the western economies will
advance unaltered in the coming decades.
While Wisconsin's population will continue to grow over the next 20 years, the workforce faces serious
constraints. The labor force trend began to flatten in 2008 as the first Baby Boomers (those born in 1946)
reached age 62 and began to leave the workforce. Baby Boomers continue to exit the workforce in great
numbers.
And, with home prices surging and investment portfolio values at historic highs, older workers may decide,
as many did before the housing bubble burst in 2007, to leave the workforce now and permanently.
The number of retiring Baby Boomers nearly matches the influx of new workers, resulting in a slow-growing
workforce and placing constraints on the ability of employers across industries to secure talent. Many
businesses report that the lack of available workers has hindered expansion, and in some cases, even
curtailed the ability to meet current business needs.
Graphic 2: Wisconsin Population and Labor Force

There are four solutions to the macroeconomic labor quantity challenge: 1) offshoring production,
2) immigration, 3) mitigating barriers to employment of the chronically unemployed, and 4) technological
advancement. Critical to the technology solution is the concomitant match of labor skills with technologies'
sophistication. This is true for designing, building, installing, operating, and maintaining the advanced
equipment as well as for development of the infrastructure and facilities needed to support technological
progress.
Worker skills must align with skills demanded by the position. If you have the talent and not the job, the
talent goes elsewhere. If you have the job and not the talent, the job goes elsewhere. For Wisconsin to
successfully compete in the global economy, the state needs to attract and retain everybody it can and
educate and train everybody to match the requirements of the new technologies.
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Racine County
Population and Demographics
Racine County is the fifth most populated county in Wisconsin with over 195,000 residents. The population
essentially remained unchanged over the decade gaining 358 residents, or 0.2%, over the course of the
2010's. The population of the state and the nation grew by 3.0% and 6.7%, respectively, over the same
timeframe. Seven of the county's 10 most populated municipalities gained residents. The City of Racine lost
a little over 2,100 residents or 2.7% of its population. The remaining nine among the most populated netted
a gain of a little over 2,000 residents.
Graphic 3: 10 Most Populous Municipalities in County

Source: Demographic Services Center, Wisconsin Department of Administration

Natural increase and migration are the two
components of population change. A natural
increase of the population occurs when there are
more births than deaths, while an increase from
migration arises when more people enter the
county than exit. The county gained population
through natural increase (births minus deaths).
The rate of increase was high when compared to
the state (2.9% vs 2.7%). Natural increase is
largely a function of age. While the measure does
not show immediate labor market availability, it
provides some insight into the long-term
workforce pipeline. The county lost 2.8% of its
population due to net migration. Net migration is
the more actionable of the two components and
has the more immediate impact on the county's
labor force. Improving net migration could help to
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mitigate long-run workforce challenges that will
continue to compound as the Baby Boomer
population ages out of the workforce.
Graphic 4: Components of Population Change
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Employment by Industry
Employment in the county decreased by 4,601 jobs (6.1%) across all industries from 2019 to 2020.
Unsurprisingly, these employment losses were primarily caused by the pandemic and the many changes in
work and daily life that followed. The high-level summary does not nearly provide the appropriate context
for the monthly volatility that was experienced over the course of the pandemic. However, the annual
summary by industry does still helps to illustrate the relative size of various sectors of the local economy
and how they were uniquely impacted.
Graphic 5: 2020 Annual Employment by Industry

Source: WI DWD, Labor Market Information, QCEW 2020

As was common in many counties across the state
in 2020, the Leisure and Hospitality industry
experienced Racine County's greatest employment
losses in both numeric and percentage terms.
Employment declined by 16.9%. The industry
makes up about 9% of total employment but
accounted for 28.8% of total job loss. The state
experienced a larger decline, shedding 19.9% of
jobs when compared to 2019. This industry took a
historically drastic hit at both the state and county
level. It can be expected to improve, but the longterm changes that will occur in this sector are still
unknown.

Over the course of
2020, employment in
the county decreased
by 4,601 jobs (6.1%)
across all industries.

While much of the attention regarding the economic impacts of the pandemic was concentrated on Leisure
and Hospitality, and deservedly so, it is worth noting that employment losses were widespread. All of the
county's super-sector industries lost employment with the exception of Public Administration. Employment
in Racine County's three largest industries (Education & Health Services, Manufacturing, and Trade,
Transportation, & Utilities) declined by 2,135 jobs in 2020. No industries measured notable gains in
employment.
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Total Monthly Employment
Ongoing economic disruption and volatility driven by the COVID-19 pandemic complicate efforts to separate
structural economic shifts from short-term changes. With the pandemic, employment total took an
unprecedent dip in April of 2020. Seasonal fluctuation occurs regardless of economic conditions. For
example, retail employment always ramps up for the holiday season, and construction activity is higher
during the summer months when weather conditions are better. Making a comparison to the same month of
a previous year is a way to make a comparison that accounts for these seasonal patterns. County job counts
in the month corresponding with economic shutdowns were 13.8% below the total from the same month in
2019. Place of work employment of 65,186 was below any month recorded going back to 2006.
Graphic 6: QCEW Monthly Employment

Source: WI DWD, Labor Market Information, QCEW Second Quarter, Racine County

While the decline was historically drastic, the initial bounce back was rapid. April 2020 marked the trough
of employment totals. By the end of the year, employment was within 5% of employment totals measured at
the end 2019 employment and continued to trend upward through the first quarter of 2021. The month in
which employment reaches pre-pandemic levels is unknown. However, it will likely be a much quicker
recovery than the Great Recession in 2008. County employment hit its low point in 2010. It still hadn't
eclipsed pre-Great Recession levels prior to the pandemic.
A temporary drop in the employment totals is a "cyclical change". An important question for the future is
how the economy will change permanently, or "structurally". Structural changes typically come out of every
recession and recovery. History would tell us that these changes are typically concentrated in specific
industries or sectors. There are typically plant closures, which require retraining, but those impacted are
relatively easy to identify. This recovery will likely be different. A main theme will be changes in business
processes. Many changes that were made out of sheer necessity may permanently be incorporated. For
example, we can expect a permanent increase in telecommuting and work from home options. It will be
important to identify the workers that are negatively impacted by these changes.
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Unemployment and Labor Force Participation
The unemployment rate represents the proportion of residents that did not have a job but were actively
seeking work as a share of the total labor force. The county's seasonally unadjusted unemployment rate
spiked to 16.2% in April of 2020. It has dropped to 2.9% as of October of 2021. This rate is low and
indicative of "tight labor market" conditions. A "tight labor market" means it is difficult for employers to find
workers to fill open positions. There should be a continued emphasis on recruitment, retention, and
training that "upskill" residents for high-demand job opportunities. Employers can expect to experience
more difficulty finding workers as Baby Boomers continue to exit the workforce. Filling labor market needs
will require creative methods to attract marginally attached residents into the workforce and ways to
address barriers that deter otherwise qualified candidates.
Graphic 7: Unemployment Rate

Source: Local Area Unemployment Statistics (LAUS), Bureau of Labor Statistics, Racine County

Two factors influence the size of the labor force. The first is the size of the working age population. The
primary tool for improving this in the short term is increasing net migration. The second influencing factor
is the labor force participation rate (LFPR), which estimates an economy's active workforce by looking at
the number noninstitutional civilians who are 16 and older and employed or actively seeking employment.
The LFPR faces downward pressure due to an aging population. The Wisconsin's LFPR traditionally holds
steady at around 85% for residents between 25 and 54 years old. LFPR starts to decline at around 55 years
old and declines sharply after participants turn 60.
Graphic 8: Labor Force Participation Rate

Source: WI DWD, Office of Economic Advisors (OEA), Racine County
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