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INTRODUCTION 
The charge t o  our committee from the  C i t i -  
zens League's Board of Directors ca l l ed  

* f o r  a study of the Twin C i t i e s '  economy. 
This top ic  is  perhaps the  broadest and 
moat complex t h a t  a League study committee . has ever undertaken. The t op i c  was a new 
one f o r  US, and--unlike other  topics--was 
focused on a system which is  largely  p r i -  
vate.  These circumstances had major in-  
fluence on our repor t ,  p a r t i cu l a r l y  i t s  
recomendations. 

The economy's complexity, our support f o r  
i ts  p r i va t e  s t a t u s ,  and, most important, 
testimony and da ta  presented t o  our com- 
mit tee  d id  not suggest the  need t o  c rea te  
a formal system (public o r  p r iva te )  f o r  
solving problems re la ted  t o  the region 's  
economy. However, t h i s  does not  mean 
t h a t  we found no cause f o r  community con- 
cern and action.  

Our gl;eatest concern is t h a t  the region 
seems t o  lack understanding of the  ways 
i n  which i ts  economy is changing and the  
impact 05 both publ ic  and p r iva te  ac t ions  
on these  changes. This repor t  w i l l  have 
served i t s  purpose i f  it s t imulates  peo- 
p l e  i n  the Twin C i t i e s  t o  begin thinking 
about the metropolitan economy i n  terms 
of t he  way it is  changing. 

.. It is pppropriate f o r  our repor t  t o  con- 
cen t ra te  on describing the  general 

d i rec t ion  i n  which the  metropolitan econ- 
omy is changing ra ther  than on spec i f i c  
and de ta i l ed  recommendations. Although 
we can and do suggest some areas  where 
act ion may be necessary, spec i f i c  pro- 
posals  cannot be discussed u n t i l  the re  
is  b e t t e r  understanding of the  d i rec t ion  
i n  which t h e  economy i s  changing. 

The r epo r t ' s  focus on change r a the r  than 
simply on growth, and on "the develop- 
ment of the  economy" ra ther  than on 
"economic development" (i . e . providing 
physic ia l  f a c i l i t i e s ) ,  w i l l  be unset- 
t l i n g .  We share t h i s  fee l ing.  It is 
comfortable t o  think about making and 
s e l l i n g  tangible th ings .  It is unset- 
t l i n g  t o  think about an economy increas- 
ingly devoted t o  s e l l i n g  in tangible  ser-  
vices.  It is comfortable t o  think about 
economic success re la ted  t o  location:  
nearness t o  raw mater ia ls ,  major markets, 
o r  key t ranspor ta t ion routes. I t  is 
unse t t l ing  t o  contemplate an economic 
future  i n  which, f o r  these  service  
a c t i v i t i e s ,  any place  can compete with 
any place e l se .  But, our study has l ed  
us t o  t he  conclusion t h a t ,  increasingly,  
t h i s  is  the  s i t ua t i on  i n t o  which the  
region is moving. A t  a minimum, it 
behooves the  Twin C i t i e s  grea t o  under- 
s tand the  oppor tuni t ies  aAd dangers 
associated with change i n  t h i s  
d i rect ion.  



MAJOR IDEAS. . . . . . . . . . 
1 * This repor t  i s  about the  way t he  Twin 

C i t i e s  a r ea  makes its l i v ing ,  and how 
t h i s  is changing, t h a t  is, "the devel- 
opment of the  economy." The repor t  i s  
not  focused on "economic development" 
a s  t h a t  term has come t o  be used i n  
reference t o  the  process of providing 
the  physical  f a c i l i t i e s  necessary fo r  
business a c t i v i t y .  

* From the  s t a r t ,  you should know t h a t  
we have found t h a t  t he  Twin C i t i e s '  
economy is healthy. Our current  
heal th ,  however, is not a reason f o r  
coa@lacency. The economy is changing. 

* Change is not new t o  the  economy. It 
has been a constant  fea ture  of the  
region's  economic h i s to ry .  The Twin 
C i t i e s  has usually benefi ted through 
economic change. That is, t h e  
region's  economy has become s t ronger  
because of it. Other communities 
have not been as  fortunate.  They have 
been hu r t  by change. 

* Manufacturing remains an important 
source of both income and export 
a c t i v i t y ,  but  it is employing a 
smaller proport ion of  our work force.  

* The region's  current  economic change 
i s  centered on t he  growth of  t h e  ser- 
vices/management businesses. These 
businesses cover a wide range of 
a c t i v i t y  . . . banking, corporate 
management, da ta  processing, o f f i c e  
work. Contrary t o  popular b e l i e f ,  

' these  businesses a r e  exporters.  In  
f a c t ,  they accounted f o r  19% of the  
region's  exports  i n  1971. 

* Economic change and the  growth which 
has accompanied it comes from th ree  

sources: expansion by ex i s t ing  compa- 
n i e s  already located here;  expansion 
i n t o  t h i s  community of firms located 
o r  headquartered elsewhere; and s t a r t -  
up of new businesses. Change and 
growth i n  the  Twin C i t i e s  has come 
la rge ly  from the  f i r s t  and the  l a s t  of 
these  . . . i n  o the r  words, from busi- 
nesses and people already located here. 
Local entrepreneurship has been 
extremely important. 

* Twin C i t i e s  businesses have been f l ex i -  
b l e  enough t o  respond quickly both t o  
problems and t o  opportunit ies.  One 
major benef i t  of t h i s  responsiveness 

3 

I has been t o ' en l a rge  the  kinds of work 
i done i n  our region. To a ce r t a i n  

extent ,  our region's  economic s t a b i l i t y  
' has come from t h i s  d ivers i ty .  1 

Responsiveness involves more than the 
act ions  of individual  business firms. 
Changes i n  the  "support system" f o r  the 
economy a r e  a l so  cen t ra l .  This support 
system i s  made up of both tangibles  
(roads, a i r po r t s ,  o f f i c e  space) and in-  

. tangibles ( t ax  laws , f inanc ia l  services  , 
an educational system). Some elements 
are primari ly the  respons ib i l i ty  of gov- 
ernment, some of  t he  p r i va t e  .,community. 

The "economic development" agencies a r e  
a p a r t  of t h i s  support system. But i n  
recent  years,  a t  l e a s t ,  these have been 
concentrating on providing tangibles 
(mainly s i t e s ,  buildings,  and u t i l i t i e s )  
t o  pa r t i cu l a r  firms. 

Of spec ia l  importance t o  the  economy has 
been the  maintenance of the  qua l i ty  of 
l i f e  i n  t h i s  region: a p leasant  environ- 
ment, and the  kind of specia l ized recre- 
a t i ona l ,  cu l t u r a l ,  and educational 



. . . . . . . . . IN OUR REPORT 
opportunities associated with "world 
c i t i e s . "  Local quality of l i f e  affects  
almost a l l  kinds of business, but espe- 
c i a l ly  the ones that are not so t ied  t o  
resources located here or  t o  the local 
trade area. 

* We conclude tha t  there are two major 
concerns about our economy's future: 

--Because of a growing uncertainty i n  
the business climate, our region may 
lose out on forthcoming opportunities 
for economic growth and change. 

--Because there have been only pa r t i a l  
and sporadic attempts t o  understand 
the region's economy on a systematic 
basis, we may not be prepared t o  take 
advantage of new opportunities. 

The region may not be adequately pre- 
pared to  deal with the changes occur- 
ring i n  the economy because: 

--The region seems t o  be viewing i t s  
economy i n  too narrow a framework, 

--The region has not expanded i ts 
thinking and actions t o  adequately 
cover those areas where change and 
growth are occurring, 

* --The community is not searching for  
new and more effective ways t o  
accommodate the trend toward ser- 

- vices/management businesses, and 
--We are not working aggressively 

enough t o  expand the export of both 
goods and services. 

* We recommend the following: 

--Both the public and private sectors 
have t o  aim the i r  work on behalf of 
the economy a t  helping existing 

businesses t o  change. Our pr ior i t ies  
should be to:  

--Maintain our high quality of l i f e ;  
--Emphasize the teaching of communi- 

cation sk i l l s ;  
--Examine our tax structure; 
--Understand the economic impact of 

public actions; 
--Develop a sound energy policy and 

secure new resources; and 
--Broaden the focus of the State 

Department of Economic Development 
and the local development agencies. 

--We must also encourage new business 
s t a r t s  by: 

--Increasing local research and 
development ac t iv i ty  ; 

--Getting special commitments from 
Twin Cities financial inst i tut ions 
t o  develop new mechanisms for  
financing business start-ups. 

--~ggressive action by s t a t e  and local 
governments t o  contract with private 
businesses t o  provide public ser- 
vices; and 

--Legislative review of the s t a t e  ' s 
corporate income tax t o  determine 
whether exemptions would be signi- 
f icant  i n  helping new companies get 
established. 

--Finally, but not of Least importance, 
the region needs a systematic arrange- 
ment for thinking 'about economic 
change and the impact of both public 
and private actions on it. There 
should be some continuing program o f ,  
economic analysis, established on a 
quasi-public basis, designed t o  iden- 
t i f y  and analyze crucial s t a t e  and 
local economic issues. 



THE TWIN CITIES' ECONOMY IS HEALTHY AND CHANCING 

Unemployment is lower and per capiin income 
• higher than that for the nation as a whole. 

rn The unemployment r a t e  and t h e  l e v e l  of  
personal  income a r e  one good combination 
f o r  measuring economic hea l th .  These two 
measures t oge the r  show i f  Twin C i t i a n s  
a r e  working and t h e i r  s tandard  of l i v i n g .  
There a r e  a number of o t h e r  measures 
(e.g. bus iness  s t a r t s ,  value of  bu i ld ing  
permi ts ,  corpora te  p r o f i t s )  which could 
be used t o  determine t h e  soundness o f  t h e  
region ' s ' economy, b u t  t h e s e  two provide 
a good summary. 

Going back t o  t h e  1950s, t h e  unemployment 
r a t e  i n  t h e  Twin C i t i e s  has  been cons is -  
t e n t l y  lower t han  t h a t  f o r  t h e  na t ion  a s  
a whole. (See Figure 1.) 

When examining personal  income2 two fac- 
t o r s  must be considered:  f i r s t ,  t h e  p e r  
c a p i t a  l e v e l  o f  income; and, second, t h e  
d i s t r i b u t i o n  o f  income. The Twin C i t i e s  
a r e a  compares favorably wi th  o t h e r  metro- 
p o l i t a n  a r e a s  on both counts .  

Per  c a p i t a  income tends  t o  be s l i g h t l y  
h igher  than  average. (See Figure 2 . )  
And, compared wi th  o t h e r  met ropol i tan  

% 
a r e a s ,  t h e  Twin C i t i e s  has  a smal le r  pro- 
p o r t i o n  o f  i t s  f a m i l i e s  i n  low income 
ca t egor i e s  and a l a r g e r  propor t ion  i n  - high income ca t egor i e s .  (See Appendix 
1.) 

The economy is always changing. 
Twin C i t i e s  bus iness  h i s t o r y  i s  marked by 
f i v e  s t a g e s ,  each l e d  by a p a r t i c u l a r  
type o f  bus iness :  f i r s t ,  t r a d e  (both 
wholesale and r e t a i l ) ;  second, process ing  
raw ma te r i a l s ;  t h i r d ,  genera l  manufactur- 
ing ;  fou r th ,  h igh  value added3 manufactur- 

ing ;  and, f i f t h ,  services/management 
bus inesses .  The s t a g e s  have no t  been 
d i s c r e t e  b u t  r a t h e r  have overlapped, and 
t r a c e s  of  each have been apparent  through- 
o u t  t h e  r eg ion ' s  h i s t o r y .  (See Figure 3.)  

Figure 3 shows t h e  flow of  bus iness  ac t iv -  
i t y  i n  t h e  Twin C i t i e s .  Trade and t h e  
process ing  o f  raw m a t e r i a l s  were t h e  
f i r s t  i n d u s t r i e s  t o  dominate t h e  economy. 
The t r a d e  func t ion  has  continued t o  be 
s t rong .  Processing decreased p a r t l y  a s  
a r e s u l t  o f  (1) t h e  dep le t ion  of  surround- 
i n g  f o r e s t s  and ( 2 )  t h e  s h i f t  t o  process- 
i n g  raw m a t e r i a l s  a t  p o i n t s  c l o s e r  t o  
f i n a l  markets,  o r  t h e  source o f  raw 
mater ials- the farm o r  mine. 

Manufacturing grew t o  t ake  t h e  p l a c e  of  
processing.  A t  f i r s t ,  it was heav i ly  
o r i e n t e d  toward producing a g r i c u l t u r a l  
equipment f o r  l o c a l  use ,  b u t  eventua l ly  
became more s p e c i a l i z e d  and produced 
what t h e  Minnesota Department o f  Busi- 
ness  Development c a l l e d  i n  1950 "pre- 
f e r r e d  products , "  i tems which were 

' Except where noted, "region" r e f e r s  t o  
t h e  seven-county Twin C i t i e s  metropoli-  
t a n  a rea .  Counties included a r e  Anoka, 
Carver,  Dakota, Hennepin, Ramsey, S c o t t ,  
Washington. 

Personal  income i s  def ined  a s  " the cur- 
r e n t  income rece ived  by i n d i v i d u a l s  from 
a l l  sources  before  deduction of  personal  
taxes .  I' 

The d i f f e r e n c e  between a company's c o s t  
o f  raw m a t e r i a l s  and t h e  s e l l i n g  p r i c e  
of  i ts  product .  It would be t h e  
s u m  of  a l l  l a b o r  c o s t s ,  p r o f i t s ,  r e n t s ,  
i n t e r e s t ,  t a x e s  and dep rec i a t ion .  



Figure 1 . - - -. . -- 

UNEMPLOYMENT RATES 4 UNEMPLOYMENT RATES 4 
(as % of Work Force, (as % of Labor Force, 

1958-1 969) 1970-1975) 
8 I '  

I 

7 1 I 

-----Unl ted S t a t e s  
Mp!s.-St. Paul SHSA - - - -M~nnesota  

S o u ~ ~ c c :  Minnesota 
.?cparL-mc?iL of hkp loyme):: 
Scrvicoc, Mi~lneqol.i;;.- 
S t .  Fcul Area Wo~k Force, 
1958-1969 am1 7P70-1075. 

m: .Tn 1970, thc J)~purtrnent of QnpZoyient Services changed i t s  da1.a base 
for detam~ining  uner~pZo!!me);l- mt.es. .  .hence t h e  unconnected trend Zinec. 

1950 1971 1990 (projec t ion)  

Twin C i t i e s  p e r  c a p i t a  income $2,517 $4,126 $7,143 

U.S. metro a reas  pe r  c a p i t a  
income I $2,063 $3,557 $6,158 

Twin C i t i e s  p e r  c a p i t a  
income a s  % of U . S .  = 
, 

Source : Economic Projs&<o_l& 1 990J Bl~rwau f ~conomic? ~ n a  Zy sic; 

'work force  is a t o t a l  count of  employment i n  terms of t h e  number of jobs. Persons 
holding two o r  more jobs a r e  counted twice. Labor force  is  a t o t a l  count of indi-  
v iduals  working o r  ava i l ab le  fo r  work between 16 and 65 years  of age. Unemployment 
r a t e s  have been computed using both t h e  number of  jobs (work force)  and the  number 
of individuals  ava i l ab le  f o r  work ( labor  force)  a s  the  base f o r  determining t h e  r a t e .  



APPROXIMATE STAC;ES AND GROWTH OF TIIE T W I N  CITIES ECONOMY 
AS I ,a ! jURED BY EMPTX)YI.:ENT 

Although it would c e r t a i n l y  be considered 
a "preferred product," t h e  l o c a l  computer 
indust ry  was l a rge ly  unre la ted  t o  pre- 
vious manufacturing a c t i v i t y .  

(For % breakdoun o f  + 450,000 901,000 employed people ( %  of employment) 
empzowent, see 
Figure 4 )  

Managemcnt/services (36%) 

Government (158) --- All 
5 1 Computer and electrical machinery (9%) 1 manu- 

~a~,uiactul-in? (13%) I fact- 
urroccssin~ ( 3 % )  ---,-,-----------------A uring 

~ r a d e  (24%) (25%) 

1875 1900 1950 1974 

Most recent ly ,  the services/management 
businesses have become a major f ea tu re  of 
t h e  economy and, a s  w i l l  be shown l a t e r  
i n  t h i s  chapter ,  a r e  expected t o  expand 
f a s t e r  than any o t h e r  businesses through 
the  1980s. 

d i s t i n c t  enough o r  o f  such high q u a l i t y  
and value t h a t  they could compete i n  d i s -  
t a n t  markets desp i t e  t h e  burden o f  higher 
shipping c a s t s .  Prefer red  o r  "high tech- 
nology" products  continue t o  dominate 
l o c a l  manufacturing today i n  the  region. 

Certain major forces have consistently 
affected economic change. 

t r ade  cen te r  f o r  the  Upper Midwest. From 
t h e  e a r l i e s t  days, t h i s  community has 
served a s  a c o l l e c t i o n  po in t  and d i s t r i -  
bution cen te r  f o r  goods and se rv ices  
moving t o  and from smaller  se t t lements  
around t h e  region. 

Through every s t age  of economic a c t i v i t y ,  
the  Twin C i t i e s '  economy has been a f f e c t e  
by c e r t a i n  major forces ,  l a r g e l y  beyond 
t h e  cont ro l  of the  community. These 
forces influence both t h e  changes i n  the 
way we make our l i v i n g  and the  growth of  
the  economy. 

Location -- The Twin C i t i e s  and the  Upper 
Midwest a r e  r e l a t i v e l y  i s o l a t e d  from the  
rest of the  country. This has been a 
s i g n i f i c a n t  f a c t o r  i n  the  development of 
t h e  economy i n  two major respects :  

-The Twin C i t i e s  developed a s  a l a r g e  
and, more recent ly ,  h ighly  spec ia l i zed  

-The kinds o f  goods w e  a r e  ab le  t o  s e l l  
outs ide  the  Upper Midwest a r e  r e s t r i c t e d  
by our locat ion .  Relat ively high t rans-  
por t a t ion  c o s t s  i n  moving some f in ished 
goods t o  major world o r  United S t a t e s  
markets have made it d i f f i c u l t  t o  com- 
p e t e  with producers located c l o s e r  t o  
major population cen te r s .  Many l o c a l  
manufacturing f irms have production 
f a c i l i t i e s  elsewhere, but  fo r tuna te ly  
have kept t h e i r  headquarters here.  
General M i l l s  and McQcay Perfex a r e  
examples. 

Generally speaking, the  l o c a l  major manu- 
f a c t u r e r s  a r e  making products t h a t  a r e  
unique, highly specia l ized ,  or of  high 
value. For example, about 6% of the  
r eg ion ' s  employees i n  1975 were producing 
computers and o t h e r  non-e lec t r ica l  
machinery6. For these  kinds o f  work, 
t r anspor ta t ion  c o s t s  have been l e s s  of a 

5 ~ h e  Department of  Commerce considers 
computers and o the r  da ta  processing 
devices t o  be "non-electr ical  machinery." 
E l e c t r i c a l  machinery would include 
generators  and o t h e r  items needed t o  
u t i l i z e  e l e c t r i c a l  energy. 



l i m i t a t i o n  because of e i t h e r  (1) t h e  
uniqueness of  t h e i r  products ,  o r  (2) t h e  
product  i t s e l f  is  o f  such high value t h a t  
t r a n s p o r t a t i o n  r ep resen t s  a r e l a t i v e l y  
small p a r t  o f  t he  t o t a l  c o s t .  

Population s i z e  and make-up a r e  i n f l u -  
ences on t h e  Twin C i t i e s  economy i n  two 
respec ts :  Residents serve  a s  a market 
f o r  products  and s e r v i c e s  produced here ,  
and a l s o  the  r e s i d e n t s  a r e  t h e  Twin 
C i t i e s '  work force .  

The marketplace f o r  l o c a l l y  produced 
goods and s e r v i c e s  i s  l imi t ed  by t h e  
c h a r a c t e r i s t i c s  of  our populat ion ... t h e  
most important  o f  which i s  i ts s i z e .  

The Twin C i t i e s  work fo rce  has  a na t iona l  
r epu ta t ion  f o r  i t s  high q u a l i t y .  I n  some 
cases  the  q u a l i t y  has been high enough 
t o  overcome o t h e r  economic disadvantages. 
For example, d e s p i t e  t h e  l imi t ed  l o c a l  
market and high t r anspor t a t ion  c o s t s ,  t h e  
S t .  Paul Ford p l a n t  remains i n  opera t ion  
and s h i p s  c a r s  t o  25 s t a t e s .  Since t h e  
l a t e  1950s, t h e  l o c a l  Ford p l a n t  has  
ranked e i t h e r  #1 o r  #2 among t h e  14 Ford 
assembly p l a n t s  i n  terms of  q u a l i t y ,  a s  
measured by t h e  amount of reimbursements 
pa id  by t h e  company t o  d e a l e r s  f o r  re-  
p a i r s  covered under warranty. Many of  
t h e  types  o f  work done i n  t h e  Twin C i t i e s  
r equ i r e  a s k i l l e d  and t a l e n t e d  work force.  
Local manufacturing is  l e d  by computers, 
computer components, e l e c t r i c a l  equipment, 
e l e c t r o n i c s  and p r i n t i n g .  The s e r v i c e s  
component i s  s u b s t a n t i a l l y  made up of  
businesses r e l a t e d  t o  h e a l t h  ca re  and 
business  se rv ices .  And, f i n a l l y ,  by com- 
pa r i son  wi th  a l l  o t h e r  metropoli tan a r e a s ,  
t h e  Twin C i t i e s  ranks s i x t h  on a p e r  
c a p i t a  b a s i s  i n  terms of  t h e  po r t ion  o f  
t h e  work fo rce  working i n  c e n t r a l  admin- 
i s t r a t i v e  o f f i c e s  ( i . e .  corpora te  head- 
q u a r t e r s )  and a c t i v i t i e s  d i r e c t l y  r e l a t e d  
t o  corpora te  management (i .e. d a t a  pro- 
cess ing ,  research  and development). 

Raw materials -- Through i ts  f irst  h a l f  

century,  t h e  Twin C i t i e s '  economy depended 
almost exc lus ive ly  upon n a t u r a l  resources 
( inc luding  a g r i c u l t u r a l  products )  f o r  i t s  
v i t a l i t y .  Much o f  i t s  development was 
d i r e c t l y  r e l a t e d  t o  e i t h e r  t h e  surrounding 
f o r e s t s  o r  farm land. A t  f i r s t ,  t h e  Twin 
c i t i e s '  major funct ions  were t o  process 
these  raw ma te r i a l s ,  t o  wholesale processed 
goods t o  t h e  r e s t  of  t h e  na t ion ,  and t o  " 

provide t h e  farmer o r  logging company wi th  
the  supp l i e s ,  equipment and c a p i t a l  it 
needed i n  o rde r  t o  maintain t h e  flow o f  n 

raw ma te r i a l s .  

This  system began changing e a r l y  t h i s  cen- 
tu ry .  It became more economical t o  pro- 
ces s  t imber and a g r i c u l t u r a l  products  
elsewhere. For t imber,  t h e  processing 
moved c l o s e r  t o  t h e  source o f  supply. 
For a g r i c u l t u r a l  products ,  t he  genera l  
t r end  was t o  move process ing  c l o s e r  t o  
the  f i n a l  markets, bu t  i n  some cases  t h e  
processors  r e loca ted  nea re r  t o  t h e  farms. 
I n  any case ,  t h e  Twin C i t i e s  l o s t  and 
continues t o  l o s e  t h i s  major source o f  
work. 

Energy resources -- Minneapolis owes i t s  
s t a r t  t o  the  water  power produced by t h e  
F a l l s  of  S t .  Anthony. Without t h i s  
resource,  t h e  c i t y ' s  f i r s t  major indus- 
t r y ,  saw mi l l ing ,  would probably never 
have go t t en  s t a r t e d .  

A s  technology changed and our  community 
grew, access  t o  f o s s i l  f u e l s  became 
e s s e n t i a l .  However, t h e r e  a r e  no usable 
l o c a l  energy resources.  &:a r e s u l t ,  t h e  
Twin C i t i e s  came t o  depend upon Canada -C 

f o r  petroleum, southern I l l i n o i s  and 
(more r ecen t ly )  t h e  Northern P l a i n s  
s t a t e s  f o r  coa l ,  and t h e  south c e n t r a l  I- 

United S t a t e s  f o r  gas.  u n t i l  r ecen t ly ,  
e s t a b l i s h i n g  r e l i a b l e  l i n e s  of  supply was 
not ,  a s  a r u l e ,  d i f f i c u l t ,  and development 
w a s  n o t  i nh ib i t ed .  

Today, t h e  s i t u a t i o n  i s  l e s s  c e r t a i n .  
The region i s  faced wi th  cur ta i lment  of 
i t s  petroleum imports from Canada by 
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1981, which account f o r  about 43%7 of  
ou r  c u r r e n t  primary energy supply,  and a 
sho r t age  o f  n a t u r a l  gas.  Natura l  gas  
s u p p l i e s  a r e  expected t o  d e c l i n e  from 
348 b i l l i o n  cubic  f e e t  i n  1974 t o  265 
b i l l i o n  cubic  f e e t  i n  1 9 8 0 . ~  

However, a cces s  t o  western c o a l ,  coupled 
wi th  t h e  c o n s t r u c t i o n  of a n a t u r a l  gas  - 
p i p e l i n e  from Alaska ' s  North Slope,  could 
make t h e  Twin C i t i e s  more "energy secure"  

u than  o t h e r  met ropol i tan  a r e a s ,  p a r t i c u -  
l a r l y  t hose  t o  t h e  e a s t .  The impact on 
t h e  economy could be  s u b s t a n t i a l .  

Climate -- The extreme weather cond i t i ons  
s u b s t a n t i a l l y  a f f e c t  t h e  economy o f  t h e  
Twin C i t i e s .  Operat ing expenses a r e  
h ighe r  because ccmbined h e a t i n g  and a i r  
cond i t i on ing  c o s t s  a r e  h igher  than  i n  
many a r e a s .  Cons t ruc t ion  c o s t s  a r e  
g r e a t e r  f o r  s i m i l a r  reasons.  

Although w i n t e r s  a r e  r e l a t i v e l y  severe ,  
t hey  a r e  "usable" and permi t  a substan-  
t i a l  w in t e r  r e c r e a t i o n  i n d u s t r y  t o  com- 
plement t h e  summer t o u r i s t  t r a d e .  Areas 
wi th  less severe  w i n t e r s  do n o t  have t h i s  
oppor tun i ty .  

Chance -- W e  should n o t  underest imate  t h e  
s i g n i f i c a n c e  of  luck  o r  chance a s  a f a c t o r  
i n  economic development. Most r e c e n t l y ,  
t h e  s t a r t  of t h e  l o c a l  e l e c t r o n i c s /  
computer i n d u s t r y  was i n  many r e s p e c t s  
t h e  r e s u l t  o f  good luck.  

The l o c a l  computer i n d u s t r y  began wi th  a 
Z 

s i n g l e  r e sea rch  and development f i rm.  
This  company was s t a r t e d  by a group of  
Navy s c i e n t i s t s .  I n  o rde r  t o  cont inue  - computer r e sea rch  begun dur ing  t h e  war, 
it needed t o  a s s o c i a t e  wi th  a q u a l i f i e d  
f e d e r a l  c o n t r a c t o r  and t o  f i n d  a b u i l d i n g  
b i g  enough t o  accommodate its research .  
Northwest Aeronaut ica l ,  a S t .  Paul  com- 
pany which produced g l i d e r s  du r ing  t h e  
war, was a q u a l i f i e d  c o n t r a c t o r  w i th  a 
l a r g e  and i d l e  f a c t o r y  i n  1946. By 
chance, t h e  s c i e n t i s t s  were working wi th  

- - 
1 a s tockbroker  who was f a m i l i a r  wi th  North- 

w e s t  Aeronaut ical .  The r e s u l t  was a com- 
p u t e r  r e sea rch  and development company i n  
S t .  Paul  which even tua l ly  became t h e  Univac 
d i v i s i o n  of  Sperry-Rand Corp. 

Current change is focused on businesses which 
have not previously been major sources of 
growth. 
Future economic h e a l t h  i s  not  guaranteed. 
The economy's c u r r e n t  evo lu t ion  i s  focused 
on bus ines s  a c t i v i t y  which i s  q u i t e  d i f f e r -  
e n t  from t h e  major sources  o f  growth i n  t h e  
p a s t .  (See Figure 4.)  

Local change i n  employment r e f l e c t s  a 
n a t i o n a l  t r e n d  t h a t  began before  1950. 
From 1950 t o  1974, o f  a l l  t h e  goods-pro- 
ducing i n d u s t r i e s ,  on ly  cons t ruc t ion  showed 
a s i g n i f i c a n t  i n c r e a s e  i n  employment a t  t h e  
n a t i o n a l  l e v e l .  Agr i cu l tu re  dec l ined  from 
7.6 m i l l i o n  t o  3.5 m i l l i o n  workers; mining 
dec l ined  from 955,000 t o  672,000; and manu- 
f a c t u r i n g  inc reased  from 17 m i l l i o n  t o  20 
m i l l i o n  workers,  b u t  dec l ined  from 27% t o  
21% i n  terms o f  its s h a r e  o f  t o t a l  employ- 
ment. Over t h e  same pe r iod  o f  t i m e ,  non- 
manufacturing employment i nc reased  from 
32 m i l l i o n  t o  64 m i l l i o n  people ,  moving 
from 55% t o  67% o f  t o t a l  e m p l ~ y m e n t . ~  

To ta l  employment i n  t h e  Twin C i t i e s  doubled 
between 1950 and 1974, growing from 449,000 
t o  901,000. Changes i n  t h e  sha re  o f  t o t a l  
employment f o r  each type  o f  bus ines s  i n  t h e  
Twin C i t i e s  sugges t  a l o c a l  t r e n d  toward 
non-manufacturing. (See F igures  4 and 5.) 

7 ~ i  nnesota  ' s Energy S i t u a t i o n ,  A Biennia l  
Report t o  t h e  Leg i s l a tu re  and t h e  
Governor, Minnesota Energy Agency, 
January 1976, p .  3. 

 he P l u r a l i s t i c  Economy of  t h e  U. S . , " 
E l i  Ginzburg, S c i e n t i f i c  American, 
December 1976, p. 27. 



Figure 4 

TRENDS I N  TWIN CITIES EMPLOYMENT AND EARNINGS, 1950-1990 
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1°1950 and 1970 were used t o  show t r e n d s  p r i m a r i l y  because t h e  unemployment r a t e s  
i n  t h e s e  y e a r s  were s i m i l a r .  This  should h e l p  t o  keep t h e  t r e n d s  from being d i s -  
t o r t e d  by d i f f e r i n g  o v e r a l l  economic cond i t i ons  a t  each p a r t i c u l a r  p o i n t  i n  t i m e .  
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l l l n  each ca se ,  d a t a  (when a v a i l a b l e )  is  a l s o  r epo r t ed  f o r  t h e  l a r g e s t  sub-cate- 
g o r i e s  of each bus ines s  group. Business and p r o f e s s i o n a l  s e r v i c e s  inc lude :  
l e g a l ,  h e a l t h ,  management s e r v i c e s ,  a d v e r t i s i n g ,  p r i v a t e  educa t ion ,  and non- 
p r o f i t  o rgan iza t ions .  
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Figure 5 

1974 TWIN CITIES NON-FARM PERSONAL INCOME l2  AND EMPLOYMENT 
(4.5% unemployment r a t e )  

Source: B i d .  

l 2 ~ t h o u g h  more up-to-date da ta  on employment a r e  ava i l ab le ,  t h e  l a t e s t  da ta  
ava i l ab le  on personal  incone a t  the  metropolitan l e v e l  a r e  f o r  1974. 

I 

131n each case ,  da ta  (when ava i l ab le )  a r e  reported f o r  t h e  l a r g e s t  sub-categories 
of each business group. Business and profess ional  se rv ices  include: l e g a l ,  
hea l th  I management se rv ices ,  adver t i s ing ,  p r i v a t e  education, and non-profit 
organizat ions.  
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From 1950 t o  1974, manufacturing employ- 
ment i n  t h e  Twin C i t i e s  grew substan- 
t i a l l y ,  b u t  dec l ined  from 29% t o  25% i n  
i ts  sha re  o f  t o t a l  employment. Trade, 
cons t ruc t ion ,  transportation-communica- 
t i ons -pub l i c  u t i l i t i e s  (TCU) , and 
f inance-insurance-real  e s t a t e  (FIRE) 
a l s o  dec l ined  i n  terms of  t h e i r  s h a r e s  
o f  t o t a l  employment. Only s e r v i c e s  ' 
and government grew f a s t  enough t o  
i nc rease  t h e i r  p o r t i o n s  o f  t o t a l  employ- 
ment. Se rv i ce s  moved from 12% t o  19%. 
Government grew from 11% t o  15%. 

The t r e n d  i n  ea rn ings  has  been somewhat 
d i f f e r e n t .  (See F igu re s  4 and 5.) Both 
manufacturing and FIRE remained cons t an t  
through t h e  24 years .  Trade, TCU and 
c o n s t r u c t i o n  dec l ined .  And, aga in ,  bo th  
s e r v i c e s  and government increased .  

P r o j e c t i o n s  t o  1990 show t h a t  t h e  sha re  
of  t h e  r eg ion '  s ea rn ings  ' from both 
s e r v i c e s  and FIRE w i l l  be i nc reas ing ,  
while  government and c o n s t r u c t i o n  w i l l  
be s t a b l e .  Manufacturing, t r a d e ,  and 
TCU w i l l  a l l  account f o r  sma l l e r  sha re s  
of  t o t a l  ea rn ings .  Employment pro jec-  
t i o n s  f o r  1990 a r e  n o t  a v a i l a b l e  from 
t h e  Bureau o f  Economic Analysis .  
Although t h e y  a r e  n o t  s t r i c t l y  compar- 
a b l e ,  1990 employment p r o j e c t i o n s  by 
t h e  Nat iona l  Planning Associat ion sup- 
p o r t  t h e  t r e n d  i n  earn ings :  Employment 
i n  s e r v i c e s  i s  p r o j e c t e d  t o  grow t o  25%; 
FIRE, government and cons t ruc t ion  t o  
remain s t a b l e .  Manufacturing, t r a d e ,  
and TCU may employ more people  b u t  
t h e i r  p o r t i o n  of t o t a l  employment is 
expected t o  dec l ine .  

Services/management businesses are joining 
manufacturing and trade as major 
components of the economy. 

Manufacturing remains impor tan t ,  b u t  
t h e  services/management bus inesses  a r e  
j o in ing  it as a major determinant  of  t h e  
Twin C i t i e s '  economic h e a l t h .  While t h e  
reg ion  ranked 1 6 t h  i n  popu la t i on  among 
159 U.S. met ropol i tan  a r e a s  i n  1972, it 
w a s  t h e  1 1 t h  l a r g e s t  seller of bus ines s  

- - 

s e r v i c e s  , l6 one ca tegory  o f  s e rv i ce s /  
management a c t i v i t y .  

Manufacturing is important  t o  t h e  economy 
f o r  t h r e e  major reasons:  F i r s t ,  it con- 
t r i b u t e s  a s u b s t a n t i a l  s h a r e  of t h e  
r e g i o n ' s  t o t a l  ea rn ings .  Second, manu- 
f a c t u r e d  products  a r e  o f t e n  exported,  and 
t h e  reg ion  b e n e f i t s  from t h e  flow o f  dol-  
l a r s  t o  t h e  Twin C i t i e s  from elsewhere.  
And, t h i r d ,  it adds d i v e r s i t y  t o  ou r  
economy. 

With advanced technology, t h e  product iv-  
i t y  p e r  employee has  i nc reased  such t h a t  
t h i s  s e c t o r  o f  ou r  economy accounts  f o r  
a g r e a t e r  sha re  o f  t h e  r e g i o n ' s  ea rn ings  
than  t h e  number o f  employees would seem 
t o  i n d i c a t e .  I n  1950, manufacturing, 
wi th  29% of  t o t a l  employment, w a s  account- 
i n g  f o r  28% o f  o u r  earn ings .  I n  1974, i t s  
sha re  of  employment was 25%, b u t  it s t i l l  
accounted f o r  28% o f  earn ings .  

The services/management bus inesses  cover  
a wide range o f  a c t i v i t y  ... from banking 
t o  eng inee r ing , ' f rom computer programming 
t o  any and every k ind  of  consu l t i ng ,  from 
a d v e r t i s i n g  t o  r e t a i l i n g ,  and from s e r v i n g  
food t o  co rpo ra t e  management. The l i n k  
between them is t h a t  t h e i r  product  is an 
"idea" o r  a "serv ice"  r a t h e r  than  a " thing."  

1 4 ~ h e  s e r v i c e s  ca tegory  i nc ludes  t h e  
fol lowing k inds  of bus ines s  a c t i v i t y :  
a d v e r t i s i n g ,  management consu2t ing,  
h e a l t h  c a r e ,  l e g a l ,  p r i v a t e  educa t ion  
and educa t iona l  s e r v i c e s ,  non-prof i t  
o rgan iza t ions ,  h o t e l s  and motels ,  
amusements, pe r sona l  s e r v i c e s ,  and 
a u t o  r e p a i r .  

5 ~ u r e a u  of  Economic Analys i s ,  
Area Economic P r o j e c t i o n s ,  1990. 

1 6 ~ e a s u r e d  i n  terms of  annual  r e c e i p t s .  
Business s e r v i c e s  inc lude  data pro- 
ce s s ing ,  a d v e r t i s i n g ,  consu l t i ng ,  
r e sea rch  and development, p u b l i c  
r e l a t i o n s .  



I n  terms of  t h e  U.S. Department of Com- 
merce c l a s s i f i c a t i o n  system, s e rv i ces /  
management bus inesses  would inc lude  those  
f i rms engaged i n  f inance-insurance-real  
e s t a t e ,  transportation-conununications- 
u t i l i t i e s ,  and s e r v i c e s .  Toge the r - these  
bus inesses  accounted f o r  31% o f  t h e  
r eg ion ' s  employment and 29% of  i t s  earn- 
i ngs  i n  1974. (See Figure 5.) A s  has  
been poin ted  o u t ,  s e r v i c e s  a r e  t h e  f a s t -  
est growing bus inesses  w i th in  t h e  group. - 
The t r e n d  toward s e r v i c e  and management 
types o f  economic a c t i v i t y  may b e t t e r  be 

Y sh?m through t h e  a c t i o n s  s f  l o c a l  com- 
panies .  For example, t h e r e  a r e  ind ica-  
t i o n s  t h a t  our  l o c a l  computer i ndus t ry  
w i l l  be  focusing e f f o r t s  on developing 
new ways t b  use computers r a t h e r  than  
c6ei t inuing r i m a r i l y  a s  a manufacturer.  
113 a speechP7 be fo re  a group of  s e c u r i t y  
.ibvld2 ysCs,  Will i a m  Norr is  , Chairman, Con- 
+:'a3 Data Corporat ion,  descr ibed  a s t r a -  
*-?ria, cf co rpora t e  development t h a t  would 
1 ~ 3 ) i ~  ?:ha company a "computer-based ser- 
v ( 2 ~ .  c:carporation. " 

In ac%dition to goods, the region is also a 
major exporter of services. 

~~~~~~~~~~~~~ng and t r a d e  accounted f o r  
73% iB4.8 b i l l i o n )  of t h e  t o t a l  va lue  of 
t h e  r e g i o n ' s  expor t s  i n  1971; 19% ($2 
b i l l i o n )  o f  t h e  Twin C i t i e s '  expor t s  
were a i t h e r  i d e a s  o r  s e rv i ces .  

Export a c t i v i t y  is important  t o  t h e  
T w i ~  C i t i e s  because each s a l e  t o  an out-  
s i d e  customer b r ings  "new" d o l l a r s  i n t o  
t h e  community and inc reases  t h e  r eg ion ' s  
t o t a l  supply o f  c a p i t a l .  These "new" 

% d o l l a r s  can be used f o r  a d d i t i o n a l  new 
investment,  increased  employment, o r  
h igher  wages. - 
Infomat- ion on t h e  region ' s expor t  
a c t i v i t i e s  by bus iness  t ype  is  l i m i t e d  
t o  one s tudy  done by t h e  Metropol i tan 
Council covering only  one y e a r ,  1971. 

Manufacturing accounted f o r  60% of t h e  
t o t a l  value o f  t h e  r e g i o n ' s  expor t s  i n  
1971. Computers and r e l a t e d  equipment 

l e d  a l l  o t h e r  manufactured products  i n  
expor t ing .  By themselves,  they  repre- 
sen ted  about  13% of  t h e  t o t a l  va lue  of 
Twin C i t i e s '  expor t s .  

Figure 6 shows t h e  sha re  o f  t o t a l  out-  
p u t  exported f o r  each o f  t h e  major types  
of Twin C i t i e s '  bus iness  a c t i v i t y .  With 
60% of  i t s  g ros s  ou tpu t  being exported,  
t h e  s i g n i f i c a n c e  of manufacturing a s  an 
expor t e r  and, t h e r e f o r e ,  a s  a source of  
new income f o r  t h e  reg ion  is  clear. 

Wholesale and r e t a i l  t r a d e  i s  t h e  l a r g e s t  
non-manufacturing expor te r .  I n  1971, 
t r a d e  accounted f o r  about 13% o f  t h i s  
r e g i o n ' s  expor t  income. l8 Thi s  bus iness  
is  done p r i m a r i l y  wi th  t h e  r e s t  o f  t h e  
Upper Midwest. 

T r a d j t i n n a l l y ,  t h e  sexvices/managemsnt 
busjncsses have been thought of as being 
of secondary importance t o  t h e  economy 
because, un l ike  manufacturing, they  d i d  
n o t  expart. They s o l d  t h e i r  p roducts  
t o  o t h e r  l o c a l  f i rms  and thus  d i d  no t  
h r i n q  new d o l l a r s  i n t o  t h e  economy. 
Although t h i s  cont inues  t o  be t h e  case 
f o r  many "pexsonal s e r v i c e s , "  o t h e r  
services/mnagement bus inesses  a r e  
major sources  o f  expor t .  (Sep Figure 6.)  

For example, a S t .  Paul  consu l t i ng  f i rm  
was r e c e n t l y  awarded the  c o n t r a c t  t o  
p l a n  a j o i n t  laundry s e r v i c e  f o r  t h r e e  
Nashvi l le ,  Tennessee, h o s p i t a l s .  And, 
a s  a p a r t  o f  i ts recen t  reorganiza t ion ,  
a major l o c a l  bank crea ted :a  s epa ra t e  
department t o  handle i t s  "na t iona l  
accounts ."  F i n a l l y ,  each of  t h i s  
r e g i o n ' s  corpora te  headquarters  " s e l l s "  
i t s  s e r v i c e s  t o  branch o f f i c e s  and sub- 
s i d i a r i e s  l oca t ed ,  i n  many cases ,  a l l  
over  t h e  world. 

17speech descr ibed i n  t h e  September 
1976 Forbes, p. 12. 

1 8 ' ' ~ h e  S t ruc tu re  of t h e  Twin C i t i e s  
Economy, An Input-Output ~ e r s p e c t i v e , "  
Metropol i tan Council ,  1976, p. 4.  
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Figure 6 

DISTRIBUTION OF TWIN CITIES EXPORTS AND SHARE OF GRQSS OUTPUT 
EXPORTED BY MAJOR BUSINESS TYPE, 1971 

Sowoe: "The Seructure of the  Twin C i t i e s  Economy, 
en Input-Output Perspect ive,  " MetropoZitan 
CounciZ, 1976, p .  4 .  

The major market for much of what the 
Twin Cities has exported has tradition- 
a l l y  been the Upper Midwest and, t o  a 
certain extent, Nebragka and Iowa. 
Recently, we find, our region is doing 
more and more business with dietant 
parts  of the country and the world. 

Although it is not a perfect measure, 
the flow of long distance telephone 
ca l l s  i s  one indioator of changes i n  
the market area of Twin Cities '  busi- 
nesses. Between 1972 and 1975, to ta l  
domestic long distance calling act ivi ty 
incrgaged by about 27%. Computed on a 
per capita baais, the heaviest flow of 
ca l l s  was with skates i n  the Upper Mid- 
west. However, the Southern and Mom- 
ta in  States (i.e. Colorado, Arizona, 
Utah, New Mexico, Nevada, Idaho) showed 
the greatest rate  of increase in  calling 
act ivi ty between 1972 and 1975. Foreign 

10% 

el% 

100% 

calling act ivi ty increased by about 67%, 
with the heaviest flow of ca l l s  being t o  
Canada and Western Europe. (See Appendix 2.)  

Distant customers find themselves buying 
consulting services here because local 
consultants may i n  some way be l'i.nked with 
the local company from which the customers 
have purchased services o r  equipment. O r ,  
the customer may be a subsidiary of a com- 
pany which is headquartered here. 

Much of the basis for our service trade 
wit$ the res t  of the Upper Midwest i s  his- 
torical .  It dates 'back t o  development of 
the railroad. The Twin Cities was (and 

' st i l l  is) an eastern terminus for routes 
across the northern plains. ~ollowing the 
railroads across the plains were grain 
brokers, bankers, and merchants...all of 
whom were in  one way or  another linked to  
the Twin Cities. 

41% 

- 
- 

4 



The ties remain today. The Burlington 
Northern has its headquarters i n  S t .  Paul. 
The Soo Line has i ts  i n  Minneapolis. And, 
the  addi t ion  of  regular  a i r  se rv ice  be- 
tween t h e  Twin C i t i e s  and o the r  Upper Mid- 
w e s t  cities has strengthened t h e  l ink .  
The F i r s t  Bank System and t h e  Northwest 
Bancorporation, mult i-state bank holding 
companies, have con t ro l l ing  i n t e r e s t  i n  - more than 200 banks across  t h e  Upper Mid- 
w e s t .  The establishment o f  the  Federal 
Reserve Bank of  Minneapolis added t o  t h e  . region 's  s t a t u s  a s  a f inanc ia l  center .  
The f inanc ia l  l i n k  has been strengthened 
f u r t h e r  by the?development of  two regional  
s tack brokerage firms (Dain, Kaiman & 
Quail, and Piper,  Ja f f ray  & Hopwood). 

A s  Denver, Kansas City,  and Omaha grow, 
the  l k i n  C i t i e s '  r e l a t ionsh ip  with t h e  
Upper Midwest may change. Two o f  t h e  
major products of the  Upper Midwest, 
coal  and food, a r e  of increasing demand 
through t h e  nation and the  world. Some- 
one w i l l  have t o  provide t h e  services  
necessary t o  market these  products. 

Denver has a s t rong i d e n t i t y  a s  a "natura l  
resources" c i t y .  Its influence may be 
growing i n  eas te rn  Montana and t h e  western 
Dakotas, where coal  production i s  increas-  
ing. 

Both Omaha and Kansas City could a l s o  draw 
of f  some of  t h e  Twin C i t i e s '  services /  
management business. These cities have 
c lose  t ies t o  the  communities t o  t h e  south,  
and they a r e  more c e n t r a l l y  located i n  
terms of reaching t h e  rest of t h e  United 

b States .  

The services/management businesses account 
- for a larger share of the region's employment 

than its personal earnings. 
The services/management businesses have 
been less automated, t o  date ,  r e l a t i v e  
t o  manufacturing. There is p o t e n t i a l  
f o r  g rea te r  automation. Some of it has 
already been rea l i zed  through t h e  use 
of  e lec t ron ic  da ta  processing equipment. 
However, u n t i l  automation is more exten- 
s ive ,  the  services/management businesses 
a r e  l i k e l y  t o  continue t o  provide t h e  
region with a l a r g e r  share of  employment 

than of personal earnings. (See Figure 4 . )  

Because they a r e  l e s s  automated, t h e  wage 
r a t e s  f o r  many services/management work- 
ers a r e  on average lower than those f o r  
manufacturing jobs. The major exception 
i s  t h e  profess ional  and managerial work- 
ers, whose s a l a r i e s  a r e  r e l a t i v e l y  high. 
It is  encouraging t o  note t h a t ,  of a l l  
occupations i n  t h e  Twin C i t i e s ,  those 
c l a s s i f i e d  a s  "professional  and manager- 
i a l "  a r e  growing a t  t h e  f a s t e s t  r a t e .  
(See Appendix 3.) , 

The services/management businesses a r e  
not  a s  unionized a s  manufactqing.  A l -  
though t h i s  is changing, it may p a r t i a l -  
l y  account f o r  today's lower wages. 

Government, a service "business", does not 
generally add to the region's export base. 
Like t h e  services/management businesses, 
government's product is  pr imar i ly  ideas  
and services .  It accounted f o r  15% of 
t h e  region's  employment and 14% of i ts  
earnings i n  1974. 

Sta te / local  government has been one of  
the  Twin C i t i e s '  fastest-growing sources 
of employment and earnings.  It appears 
t h a t  t h i s  growth has leveled o f f .  While 
the  growth has resu l t ed  i n  many of  the  
services  which make the  Twin C i t i e s  an 
a t t r a c t i v e  place i n  which t o  do business, 
it is important t h a t  t h e  growth of publ ic  
employment be watched careful ly .  Unlike 
most p r i v a t e  business, s t a t e / loca l  gov- 
ernment does not  export its"p2oduct. A s  
such, it general ly does not br ing new 
d o l l a r s  i n t o  the community. Except f o r  
federa l  funds received, s t a t e / l o c a l  gov- 
ernment a c t i v i t y  must be paid f o r  almost 
exclusively wi th  l o c a l  resources. 

Federal funds ,are  not  current ly  adding t o  
t h e  region 's  income. During f i s c a l  year 
1975, Minnesota paid  about $934 mil l ion 
more i n t o  the  federa l  t reasury  than it 
received i n  federa l  outlays.  ' 
1 9 ~ d d r e s s  by Neal R. P ierce  t o  t h e  Mid- ' western Conference of  the  Council of 

S t a t e  Governments, Ju ly  8 ,  1976, p. 3. 
I 



ECONOMIC CHANGE AND GROWTH PRINCIPALLY OCCURS 
THROUGH EXISTING COMPANIES DOING NEW THINGS 

AND THROUGH NEW BUSINESS STARTS. . . 
NOT THROUGH THE MOVEMENT OF ESTABLISHED COMPANIES 

TO THE TWIN CITIES FROM EUEWHERE 

The Twin Cities Is becoming a corporate 
control center. 
Prior to 1950, the Twin Cities was pri- 
marily a production and trading center, 
but today, for many companies, it 
serves as a "control center." In 1972, 
about 5% (i.e. 38,000 people) of the 
Twin Cities workers were employed at 
corporate headquarters. 20 The greatest 
portion of these people were working in 
administrative positions; however, 
large numbers were also involved in 
research and development activities. 

Corporate-headquarters-related employ- 
ment grew by about 20% between 1967 and 
1972. During this same period, local 
employment for all kinds of work grew 
by about 13%. In terms of corporate 
headquarters employees per capita, the 
Twin Cities ranked sixth among all 
metropolitan areas in 1972. If a simi- 
lar comparison based on the number of 
headquarter firms per capita is made, 
the Twin Cities ranked second with 
105 firms/million population. Boston 
was number one with 106 finns/million 
population. 1 

80%-90% of the region's economic growth 
comes from existing and new local businesses. 
It is estimated22 that between 80% and 
90% of this region's growth has come 
from expansion by local businesses and 
the creation of new businesses here. 
Other communities have had similar 
experience, but in the Twin Cities the 
dependence on local companies for 
growth is probably greater for several 
reasons. Among them: 

-the relatively small size of local 
markets. 

-the relatively isolated location. 
-lack of local energy resources. 
-climate. 

While the Twin Cities' location discour- 
aged in-migration by existing companies, 
it also helped to nurture local business- 
es. Some new companies may have been 
sheltered from national competition by 
our community's relative isolation from 
the rest of the country. 

To a certain extent, the diversity of 
the local business population can be 
traced back to the demand of the local 
and surrounding market. Residents of 
the Twin Cities and the Upper Midwest 
generated demand for a full assortment 
of goods and services. Local businesses 
had and still have (particularly the 
service businesses) a competitive advan- 
tage in serving this market. 

* On~stablishments (and employees) primar- 
-ily engaged in providing centralized 
management and other support services 
for other establishments of the owning 
company, rather than for other; business 
firms or the general public." 1972 
Enterprise Statistics, Part 11, U.S. 
Department of Commerce. 

' "Entrepreneurship and Future Employment 
in Minnesota," John R. Borchert, 
prepared for the ,Commission on 
Minnesota's Future, October, 1975. 

22~ormal estimates have been made by 
the Metropolitan Council and con- 
firmed by public and private economic 
development agencies. 



The Twin C i t i e s  has continued t o  depend 
upon home-grown companies f o r  i ts eco- 
nomic v i t a l i t y .  Modern t r anspor ta t ion  
and communications have brought t h e  
Twin C i t i e s  "c loser"  t o  t h e  r e s t  of  t h e  
country, but  t h i s  does not  seem t o  have 
a f f e c t e d  our source of growth. 

At the root of most economic change and 
growth is the success of local entrepreneurs. - 
Eleven of t h e  r eg ion ' s  twelve l a r g e s t  

4 manufacturing companies were begun i n  
t h i s  community by l o c a l  entrepreneurs.  
A s i m i l a r  s i t u a t i o n  e x i s t s  f o r  medium- 
s i z e  firms. In  a study of  211 publ ic ly  
he ld  corporat ions based i n  t h e  Twin 
C i t i e s  and having more than $10 mi l l ion  
i n  revenues during 1972, Professor John 
Borchert of  t h e  Universi ty of  Minnesota 
found t h a t  "almost without exception 
these  firms were s t a r t e d  i n  t h e  Upper 
Mdwest region by l o c a l  entrepreneurs.  II 2 

Tn 1965, no o t h e r  major metropoli tan 
a rea  had a h igher  por t ion  (about 53%) of 
i t s  manufacturing employees working f o r  
l o c a l l y  owned companies, And, 90% of  
those employed by companies under "out- 
s ide"  con t ro l  were working i n  jobs which 
had o r i g i n a l l y  been crea ted  by l o c a l  
entrepreneurs and subsequently so ld  t o  
ou t s ide  firms. 2 4 

W e  cannot expect entrepreneurship t o  
f l o u r i s h  here  unless  t h e  community pro- 
v ides  t h e  proper cl imate.  

-The l o c a l  environment must o f f e r  pros- 
-. pec t ive  entrepreneurs some s i g n  t h a t  

success i s  poss ib le .  For mos t ,  t h i s  
means t h a t  t h e r e  is  an opportunity t o  
make a p r o f i t  and t o  grow. The Twin - 
C i t i e s 1  h i s t o r y  of successful  home- 
grown companies has a b e n e f i c i a l  
e f f e c t .  Their  success encourages 
entrepreneurship here.  

-Risk c a p i t a l  must be ava i l ab le  f o r  
f inancing new businesses.  There has 
been a v a r i e t y  of sources. . -venture 
c a p i t a l  companies, the  l o c a l  over-the- 

-- - 

counter  s tock market, p r i v a t e  individual  
inves to r s ,  and es tab l i shed  companies. 

I n  t h e  l a s t  few years ,  funds have not 
been a s  r ead i ly  ava i l ab le .  The recent  
recession has been a major cause of  
t h i s ,  but  changes i n  the  f ede ra l  t a x  
laws a l s o  may have had an e f f e c t .  

-Within t h e  community t h e r e  must be a 
good supply of management t a l e n t  a s  
well  a s  a s i g n i f i c a n t  amount of  research 
and development a c t i v i t y .  The presence 
of  both t h e  Universi ty of  Minnesota and 
severa l  major corporate headquarters 
,and research and development f a c i l i t i e s  
g ives  t h e  Twin C i t i e s  a pool o f  both 
c r e a t i v e  and management t a l e n t .  New 
companies tend t o  g e t  s t a r t e d  i n  c lose  
proximity t o  these  kinds of resources.  
The Univers i ty ' s  I n s t i t u t e  of Technology 
has been t h e  breeding ground f o r  a t  
l e a s t  twelve new companies i n  recent  
years  (e.g. m S  Systems, Rosemount, 
Inc. 1. 

The reg ion ' s  computer indust ry  grew from 
e s s e n t i a l l y  a research and development 
operat ion t h a t  happened t o  loca te  i n  
S t .  Paul a f t e r  World War 11. A s  Figure 
7 shows, t h a t  research  and development 
cen te r  eventual ly became a p a r t  of  
Sperry-Univac and has s i n c e  helped t o  
spawn numerous new companies. Not a l l  
succeeded, bu t  t h e  volume of a c t i v i t y  
was s u f f i c i e n t l y  high t h a t  some major 
successes r e su l t ed ,  Control Data being 
the  b igges t .  . . 
The environment for new business starts is 
showing some signs of deterioration. 

There have always been r i s k s  involved 
i n  s t a r t i n g  a new business,  bu t  today, 
with t h e  na t iona l  economy sti l l  recover- 
i n g  from a severe recess ion,  the  r i s k s  
may be even g rea te r .  Local venture 
c a p i t a l  companies r e p o r t  t h a t  they a r e  
working, t o  a g rea te r  degree than 

2 3 ~ e e  footnote 21. 
2 4 ~ b i d .  



Figure 7 

EXAMPLE OF TECI~NICAL COMPANY rowmi IONS AND SPIN-OFFS* 
ORICINATINC WITIi ENDINkERlNG RESEARCH AShOCIAlES (ERA) 

( A l l  are T\.rFn C i t i es  co~np~nics exccpt as noted) 

SPERRY RAND CORP. 
(Mer~er  of  Spcrry Col.11. and 

] z ' C o r G t G l  
Rennngton Rand, Inc. . and 

creation o f  UNIVCC) 

Coo~muni ty Elect ronics 
1970 

!-'--'- Theratron Corp. 
:Ilo-loase_r_!?-oeerc!i~nl 

acquired by Electro-Science 

:----------J-------------- 
* ~ o t e :  The term "spin-of f"  may bc Electro Med, Inc. ? e r c c :  'Thc 3ruelopnrent o f  a 
misleading. For our purposes,  i t  Il!o-!onssr-!n-oeer_a!~onzl-I po'otcntiul I < C L . C U ~ L  and ~euclopment 
is defined a s  fo l lows:  A comparly Comptez, A Study of h!inneupolis- 
whose product i s  s i m i l a r  o r  S t .  Paul," Kip> Dmheim c t  a l ,  
direcLly r e l a i e d  t o  Lhe product Stanford Reocurch I i~:: t i tute ,  July, 
o f  the company f o r  which its 18G6, p. 47. U[>dutoI hy the 
founders Cormcrly worked. C i t i s m s  League. 

Deta 100 

Cray Research 

E G ~ t e F 5 j s t e ~  7 
I 1966 COI4TROL DATA 
L b~o_ h n ~ e r _  in-oee~a (Los Anoeles l 

Flame Industr ies Network Systems Corp. I r - T I  



Figure 8 previously, with companies outside the 
Twin Ci t ies .  

I\ $mall Companies 

NUMBER OF S ~ ~ A L L ~ ~  COWANY PUBLIC STOCK 
ISSUES IN d UNITED STATES, 1969-1 975 

1969 1970 1971 1972 1973 1974 1975 
( f i r s t  
6 mos.) 

Figure 8 i l l u s t r a t e s  t ha t  the number of new 
public stock offerings nationally has 

w e  : Venture Capital, 
S .  M. Rube2 61 Co. 
Gicago, IZZ, 

decreased substant ia l ly .  Local a c t i v i t y  
has followed a similar downward trend. 

Although pr ivate  research and development 
ac t i v i t y  continues t o  grow (going from 16 
t o  33 es tab l i shmnts  statewide between 1967 
and 197226) , t he  flow of public funding f o r  
research has decreased. The decrease is 
primarily due t o  recent cu t s  i n  federal  
research and development ac t i v i t y .  

5~nc ludes  a l l  underwritings of  equity 
s ecu r i t i e s  of l e s s  than $5 million 
fo r  companies with net  worth p r io r  
t o  offerings of less than $5 million. 

2 6 ~ e n s u s  of Selected Services, 1972 and 
1967, U.S. Swzmary, Tables 3 and 5, 
respectively. 



THE TWIN CITIES' ECONOMY IS HEALTHY 
PRIMARILY BECAUSE THE COMMUNITY HA$ BEEN ABLE 

TO RESPOND AND ADAPT TO VARYING BUSINESS CONDITIONS 
-. - 

The Twin Cities has had a special need to be 
responsive. 
In many respects the  local  environment 
requires responsiveness. The northern 
location,  lack of local  energy supply, 
and the climate make doing cer ta in  
business i p  the Twin Ci t ies  more expen- 
s ive  by comparison with other metro- 
pol i tan areas. To compete i n  national 
markets, the region has had t o  be 
extremely sensi t ive  t o  fac tors  affect-  
ing cost  and t o  opportunit ies t o  make 
products which were e i t h e r  unique o r  
of s ign i f ican t ly  higher value. With- 
out access to  national markets, the 
economy would have been more limited. 
It may have been impossible f o r  the 
c o r n p i t y  t o  regch and maintain a high 
"quality bf l i f e ,  'v many of the compo- 
nents of which require a community of 
substant ia l  s i ze  and means. 

The environment seems t o  have bred an 
ex t ra  measure of " f lex ib i l i ty"  i n t o  
the community's businessmen. A s  a 
r e su l t ,  the economy has adapted well 
t o  changing business conditions. 
Resourceful business people have been 
able t o  exploi t  enough new opportuni- 
ties i n  a timely fashion t o  o f f s e t  
high costs  and the  decline of some 
local  industr ies .  For example, behind 
the growth of the  loca l  f lour  mill ing 
industry w a s  a new mill ing process 
which allowed Minneapolis mil lers  t o  
make use of lgcal ly  g rwn  spring wheat. 
When the  local  f lour  mil l ing industry 
began t o  decline i n  the  ear ly  pa r t  of 

-- - 
t h i s  century, manufacturing (primarily 
farm equipment and paper products) was 
emerging t o  replace it. 

Economic stability is one outcome of being 
responsive. 
The d ivers i ty  of the  business population 
and the  Twin Ci t ies '  continuing s t a tu s  a s  
the major service center f o r  the Upper 
Midwest a r e  two r e su l t s  of being respon- 
s ive .  Both a r e  major sources of economic 
s t a b i l i t y .  

The region has produced a business popu- 
l a t i on  which is re la t ive ly  diverse. The 
region's sources of both earnings and 
employment27 a r e  and have been f a i r l y  
well  d is t r ibuted over the  ten major busi- 
ness groupings. It appears t h a t  the 
character of t h i s  d ivers i ty  ( t ha t  is, the 
actual  mix of business types) has had the 
e f f ec t  of p a r t i a l l y  insulat ing our economy 
from major national economic fluctuations.  

Minnesota' s2 r a t e  of economic growth 
(excluding agr icul ture  and government) 
has f luctuated l e s s  than the comparable 
r a t e  fo r  the nation a s  a whole. During 
periods of prosperity,  Minnesota has fol-  
lowed the  national r a t e  of growth qu i te  
closely,  but during recession we have not 
been a s  severely affected. (see Figure 9 

2 7 ~ e e  Figures 4 and 5. 
w 

28~ime se r i e s  data  on the Twin Ci t ies '  
Gross Area Product a r e  not available.  



a i r  se rv ice  has helped t o  keep t he  Twin 
C i t i e s  a t t r a c t i v e  a s  a center  f o r  cor- 
porate  management and businesses which 
might require  extensive t r ave l .  While 
there  has been subs tan t ia l  publ ic  p a r t i -  
c ipat ion i n  the  development of these 
ser.vices, p r iva te  business decisions 
have played s i gn i f i c an t  ro les .  

The .Twin C i t i e s  may be pa r t i cu l a r l y  well  
served by r a i l ,  a i r ,  and water trans-  
por ta t ion  because it has been the  b i r th -  
p lace  fo r  many of the  t ranspor ta t ion 
firms serving t h i s  market. Local demand 
was i n i t i a l l y  t h e i r  only source of  busi- 
ness. To meet t h a t  demand and t o  help 
bui ld  it, these companies expanded t h e i r  
service  areas  and made the  Twin C i t i e s  
the  "hub" fo r  t h e i r  operations. 

-The two bank holding companies and two 
regional  stock brokerage firms which a re  
headquartered here  have fos tered a degree 
of f inanc ia l  autonomy i n  the  region and 
helped make the  Twin C i t i e s  a " f inancia l  
center ."  The development of t he  holding 
companies apparently resu l t ed  i n  p a r t  
from the  f e a r  t h a t  l oca l  banks would be 
purchased by outs iders .  Both broker- 
age firms a r e  l a rge  enough t o  underwrite 
stock o f fe r ings  by l oca l  firms. 

-Office space and manufacturing f a c i l i -  
t i e s  have been provided through p r i va t e  
i ndus t r i a l  and commercial developers. 
There a r e  about 100 pr iva te  i ndus t r i a l  
and o f f i c e  parks sca t t e red  around the  
metropolitan a rea ,  as well  a s  major 
p r iva te  o f f i c e  development p ro jec t s  i n  
both downtowns. 

-Private research and development a c t i v i -  
t i e s ,  a s  w e l l  a s  corporate headquarters, 
have brought many c rea t ive  and highly 
ta lented people t o  t he  Twin C i t i e s ,  who 
a r e  a bas ic  ingredient  f o r  the  formation 
of new loca l  companies. 

Public assistance has been used in many cases 
to help build and maintain the economy's 
support system. 
Action by p r i va t e  business alone has not  
provided a l l  of t he  support services  t h e  

economy requires.  Whether because of t he  
subs tan t ia l  cos t ,  o r  t he  need f o r  legis-  
l a t i v e  author i ty ,  publ ic  act ion has of ten  
been required t o  e s t ab l i sh  o r  develop the 
components of the support system. 

Some act ions ,  l i k e  s t a b i l i z i n g  t he  de te r i -  
ora t ion of S t .  Anthony Fa l l s  t o  assure a 
source of power f o r  saw and f lour  mi l l ing,  
were taken a f t e r  the new business had 1 been established,  and were designed t o  
help  it prosper. Others, l i k e  research 

b i n  t acon i te  processing and the passing , of t h e  t acon i te  amendment, were intended 
t o  help companies ge t  s t a r t e d  i n  t h e  
business. The s t a t e ' s  vocational educa- 
t i o n  program, and the  exemption of 

I machinery and equipment from the  property 
tax ,  have a s s i s t ed  the  development of 
manufacturing. The i n t e r s t a t e  highway 
system cu t  the cos t  of  moving goods manu- 
factured i n  t he  Twin C i t i e s  t o  market. 
It a l so  bols tered t he  Twin C i t i e s  whole- 
s a l e  and r e t a i l  t r ade  business, making 
it ea s i e r  f o r  r e t a i l  customers t o  come 
t o  t he  Twin C i t i e s  t o  shop and fo r  
wholesalers t o  move goods t o  r e t a i l e r s  
i n  o ther  communities. 

-The public financed and/or b u i l t  many of 
the  physical  f a c i l i t i e s  associated with 
our t ranspor ta t ion system. The S t a t e  of 
Minnesota incurred one of i t s  e a r l i e s t  
debts t o  help finance t he  construction 
of the  ra i l road  between Minneapolis and 
Sault  Ste. Marie. Public funds have 
a l so  been used f o r  a i r po r t s ,  highways, 
and barge terminals. , . 

/- 

-By el iminating the  property t a x  on equip- 
ment and inventor ies ,  the  Legislature 
made it more a t t r a c t i v e  fo r  companies t o  - 
make cap i t a l  investments i n  Minnesota. 
A s  such, t h i s  ac t ion forms p a r t  of the  
support system, pa r t i cu l a r l y  f o r  manufac- 
tu r ing  and wholesale/retai l  businesses. 

-Public funds have provided water supply 
and sewage treatment f a c i l i t i e s .  

3 0 ~ e e  Chapters I X  and X of Charles S. - 
Popple's book, -e 
Central Northwest, Harvard univers i ty  
Press,  1947. 



-Leg i s l a t i ve  and admin i s t r a t i ve  a c t i o n s  
have played key r o l e s  i n  encouraging 
both n a t i o n a l  and i n t e r n a t i o n a l  expor t  
a c t i v i t y .  Taxes have been reduced on 
corpora te  income from sales by l o c a l  
companies t o  customers o u t s i d e  t h e  
state. Publ ic  a u t h o r i t y  is c u r r e n t l y  
being used t o  c r e a t e  f r e e  t r a d e  zones - i n  both Minneapolis and S t .  Paul.  A 
bus iness  ope ra t ing  wi th in  a zone w i l l  
be  a b l e  t o  import and process  ma te r i a l s  - from abroad wi thout  paying import 
d u t i e s  u n t i l  t h e  f i n i s h e d  goods leave  
t h e  zone. I f  t h e  f i n i s h e d  product  i s  
s o l d  abroad, no duty  w i l l  be imposed. 

-Public  investment i n  educat ion produces 
t r a i n e d  personnel  f o r  bus iness .  Voca- 
t i ona l - t echn ica l  schools  have s p e c i f i c -  
a l l y  t a i l o r e d  t h e i r  curricula t o  t h e  
needs o f  l o c a l  bus iness ,  thereby saving  
a p o r t i o n  o f  t h e  p r i v a t e  c o s t  of t r a i n -  
i ng  workers. 

High quality of life is a product of the 
economy and an element in the support 
system. 
Although it may be proper  to i d e n t i f y  ! 
o u r  h igh  q u a l i t y  o f  l i f e  as a product of  j 
our  economy, it is a l s o  a c o n t r i b u t i n g  1 
element t o  t h e  economy's suppor t  system. i 
For example, t h e  l o c a l  t o u r i s t  and con- . 
vention bus iness  depends heav i ly  upon t h e  j 
r eg ion ' s  h igh  q u a l i t y  o f  l i f e .  I f  t h i s  
d e t e r i o r a t e s ,  then  t h e  Twin C i t i e s  w i l l  
no longer  be as a t t r a c t i v e  t o  v i s i t o r s .  1 
A t  t h e  same t i m e ,  as t h i s  bus iness  grows, --- l o c a l  q u a l i t y  o f  l i f e  i s  l i k e l y  t o  in-  
c r ease  n a t  on ly  from added spending, b u t  
a l s o  from t h e  x e s t a ~ r a n t s ,  t h e a t e r s ,  and - o t h e r  amusements t h a t  develop t o  meet 

! i 
new demand. i I The O c t q b e r ,  1976, e d i t i o n  o f  t he  Minne- I 
s o t a  Department o f  Economic Development ' s I 
I n d u s t r i a l  Development News summarized - 
t h e  f i nd ings  o f  t he  majox comparative 
s t u d i e s  o f  q u a l i t y  of  l i f e .  The a r t i c l e  
concluded a s  fol lows : "Even though 
t h e s e  q u a l i t y  o f  l i f e  s t u d i e s  and a r t i -  
cles cover a long pe r iod  o f  tiare and 
involve d i f f e r e n t  criteria, d e f i n i t i o n s  , 

and d a t a ,  t h e  conclusions a r e  remarkably 
cons i s t en t .  I n  a l l  comparisons, Minne- 
s o t a ,  o r  i t s  Minneapolis-St. Paul  metro- 
p o l i t a n  a r e a ,  ranks extremely high." 

I n  t h e  course o f  ou r  r e sea rch ,  "qua l i t y  
of  l i f e g '  was c i t e d  r e g u l a r l y  by repre-  
s e n t a t i v e s  o f  t h e  bus iness  community a s  
t h e  r eg ion ' s  major p o s i t i v e  f e a t u r e .  

Although t h e r e  i s  cons iderable  deba te  
over  t h e  ranking of  f a c t o r s  a f f e c t i n g  
a l o c a l  company's dec i s ions  regard ing  
t h e  kind o f  work they do i n  t he  W i n  
C i t i e s ,  q u a l i t y  of  l i f e  o r  something 
s i m i l a r  always seems t o  be a major con- 
cern .  Many companies apparent ly  p l ace  
high p r i o r i t y  on doing bus iness  i n  a 
community where l i v i n g  condi t ions  a r e  
good. 

A 1971 study31 comparing the  r e l a t i v e  
importance of  s e l e c t e d  f a c t o r s  (e.g.  
low-cost land ,  manpower t r a i n i n g ,  
schools ,  c o s t  o f  l i v i n g ,  r e c r e a t i o n a l  
f a c i l i t i e s ,  c u l t u r a l  a c t i v i t i e s ,  a i r -  
l i n e  s e r v i c e ,  e t c . )  i n  s t imu la t ing  
t h e  development of t h e  e l e c t r o n i c s  
i ndus t ry  i n  t h r e e  d i f f e r e n t  c i t i e s  
showed t h a t  t hese  "high technology" 
companies considered the  f a c t o r s  
r e l a t e d  t o  "qua l i t y  o f  l i f e "  (e .g .  
schools ,  r e c r e a t i o n a l  f a c i l i t i e s )  t o  
be of  g r e a t e s t  importance. 

A v a r i e t y  of  f a c t o r s  have con t r ibu ted  
t o  o u r  q u a l i t y  of l i f e .  Those o f  
major importance i n  o u r  opinion a r e  
d iscussed  below. 

Some a c t i o n s  have been taken t o  b u i l d  
on t h e  r eg ion ' s  n a t u r a l  s e t t i n g .  Ci ty 
parks  as we l l  a s  t h e  r e g i o n ' s  f o r e s t  
p reserves  have been developed a s  
r e c r e a t i o n a l  cen te r s .  

3 1  "Providing the I n d u s t r i a l  Ecology 
Required f o r  t h e  Surv iva l  and Growth 
o f  Small Technical Companies, An 
Action Program f o r  t h e  Ozarks Region," 
by Cary Hoffman and Alber t  Shapero, 
Mult i -Discipl inary Research, Inc . ,  
Austin,  Texas, May 1971. 



Public and private activities have built 
the region's educational, cultural, and 
sports programs. Apart from their role 
in job training, local colleges and the 
University add to our quality of life 
through the activities they sponsor. The 
Twin Cities is one of a few metropolitan 
areas which have well-established museums 
of both classical and modern art. Simi- 
larly, our community supports both a 
symphony orchestra and a chamber orches- 
tra. The St. Paul Chamber Orchestra is 
one of only two professional full-time 
chambex orchestras in the united States. 
Local sports programs are as wide- 
ranging as cultural activities. In many 
cases there is both professional and 
amateur activity. 

The quality of life is closely related 
to the economic health of the community. 
Funds which can be devoted to the arts, 
education, and recreation ultimately 
come from money earned by employees and 
employers in the region. If local 
business activity falters, then the 
quality of life will eventually suffer. 

There is a close relationship between the 
size of the metropolitan area and its 
high quality of life. The concentration 
of people here has helped to make it 
possible to support a large number and 
variety of amenities. Public decisions, 
such as the ones to locate the university 
in Minneapolis and the capital in St. 
Paul, and the growth of privake business, 
have resulted in local population growth. 

The quality of public services, as well 
as government's reputation for problem- 
solving and honesty, has contributed to 
khe community's overall well-being and, 
therefore, to its quality of life. 
Street maintenance, garbage disposal, and 
public safety are all critical to main- 
taining good living conditions. Our 
region's efforts toward metropolitan 
organization and land-use planning have 
given us a national reputation for pro- 
gressive government. ~lthough difficult 
to measure, the "illegal" cost (e.g. 

kick-backs, pay-offs) of doing business 
in the Twin Cities and Minnesota is 
estimated to be less than in many other 
places. 32 

Economic development agencies, a part of the 
support system, focus their attention primarily 
on direct assistance to individual firms. 
Developing specific parcels of land has 
been the primary responsibility of the 
region's ten local public economic devel- 
opment agencies as well as Housing and 
Redevelopment Authorities with business 
development responsibilities. Conse- 
quently, "direct assistance" to compa- 
nies has usually meant helping them 
select a site and construct new facili- 
ties. 

The location and size of the land parcel 
to be developed largely determines the 
kinds of businesses the agencies will 
promote. 

Emphasis on land development has stimu- 
lated competition between communities 
for new businesses. The companies in 
question are in most cases already 
active in the Twin Cities, and, there- 
fore, economic development efforts have 
done more to re-locate existing business 
activity than to facilitate change in 
economic activity. 

Although all of the public agencies are 
also concerned about maintaining their 
existing business population,~Bloomington _= 

and Minneapolis now concentrate on this 
almost exclusively. Bloomington has 
taken this approach primarily because it - 
has few accessible major tracts of land 
left for business development. Minnea- 
polis is in a tighter situation. Its 
concern' is that a company's desire to 
expand will cause it to leave the city. 
Consequently, its agency places major 1 emphasis on helping specific companies 

32~omments by John R. Borchert to the 
study committee on May 3, 1976. 



f i n d  and/or assemble s i t e s  f o r  expansion 
w i t h i n  t h e  c i t y .  

Work of t h e  s t a t e  Department of  Economic 
Development (DED) is  focused mainly on 
promoting tourism and a s s i s t i n g  manufac- 
t u r e r s .  Unlike t h e  l o c a l  agencies ,  t h e  
s t a t e  department has  s e t  is  p r i o r i t i e s  
around s p e c i f i c  types  of bus ines s  a c t i v -  
i t y .  I n  t h e  course  o f  i t s  work wi th  
manufacturers,  it o f t e n  becomes involved 
I n  t h e  cons t ruc t ion  of  new f a c i l i t i e s  
and ma t t e r s  r e l a t e d  t o  l and  development, 
b u t  t h i s  k ind  of  work is  n o t  as c e n t r a l  
as it i s  t o  most l o c a l  agencies .  

Economic development agencies  p l a c e  
emphasis on manufacturing because o f  i ts  
expor t  a c t i v i t i e s .  Curren t ly ,  t h e  DED 
uses about  62% o f  its $2.9 m i l l i o n  apgro- 
p r i a t i o n  t o  provide t e c h n i c a l  assist- 
ance t o  l o c a l  companies, s o l i c i t  compa- 
n i e s  from o u t s i d e  t h e  s t a t e  t o  move t o  
Minnesota, and expand markets f o r  Minne- 
s o t a  products .  I n  each of  t h e s e  a c t i v i -  
t i e s  t h e  focus i s  p r imar i ly  on "goods" 
producers.  For example, t h e  DED produces 
an I n t e r n a t i o n a l  Trade Direc tory  which 
lists only  manufacturers.  

The s t a t e  Department of  Economic Devel- 
opment and t h e  S t .  Paul  P o r t  Authori ty  
have ongoing programs t o  b r i n g  bus inesses  
t o  t h e  Twin C i t i e s  from o t h e r  p a r t s  o f  
t h e  country. The P o r t  Authori ty  has  had 
its program s i n c e  1964. The s t a t e ' s  
program is o lde r ;  however, i ts  l e v e l  of  
a c t i v i t y  has  va r i ed  over  t h e  years .  

There is some deba te  over  t h e  e f f e c t i v e -  
nes s  o f  programs t o  b r i n g  bus inesses  
from o t h e r  p a r t s  o f  t h e  n a t i o n  o r  t h e  
world t o  Minnesota. It is d i f f i c u l t  t o  
show t h a t  promotional a c t i v i t y  is a 
c r i t i c a l  f a c t o r  i n  a company's d e c i s i o n  
regard ing  a Minnesota l oca t ion .  I n  addi- 
t i o n ,  t h e  bus inesses  which do move he re  
a r e  o f t e n  branches o f  companies head- 
qua r t e r ed  elsewhere. 34 On t h e  o t h e r  
hand, a r e l a t i v e l y  small investment i n  
travel and a d v e r t i s i n g  might r e s u l t  i n  
a new employer, and taxpayer  f o r  t h e  com- 
munity. 

- - 

Research on t h e  s u b j e c t  does sugges t ,  how- 
eve r ,  t h a t  companies base  t h e i r  l o c a t i o n a l  
dec i s ions  p r imar i ly  on d i s t a n c e  t o  markets,  
a v a i l a b i l i t y  o f  raw m a t e r i a l s ,  and t h e  c o s t  
and supply of  l abo r .  Promotional programs 
o r  any o t h e r  k ind  o f  i n c e n t i v e  may b e  im- 
p o r t a n t  only when " a l l  o t h e r  t h i n g s  a r e  
equal." For example, Kawasaki l o c a t e d  a 
small-engine research  and development cen- 
t e r  here  s h o r t l y  a f t e r  a t r a d e  mission by 
t h e  s t a t e  t o  Japan. The mission provided 
t h e  company wi th  f i r s t -hand  information 
about  Minnesota and .extended a formal "wel-  
come." However, t h e  Upper Midwest is  a 
product ion c e n t e r  f o r  goods which use small 
engines (e.g. snowmobiles, gene ra to r s ,  farm 
equipment) and thus  a good l o c a t i o n  t o  
develop and t e s t  new products .  It is d i f -  
f i c u l t  t o  say  whether Kawasaki would have 
l o c a t e d  i n  Shakopee wi thout  encouragement 
from t h e  department . 
Special business incentives have not been a 
major element in the support system. 
By comparison wi th  o t h e r  s t a t e s  (pa r t i cu -  
l a r l y  southern o n e s ) ,  Minnesota has  no t  
had as a p a r t  of i ts  suppor t  system an 
ex tens ive  i n c e n t i v e s  program t o  a t t r a c t  
bus inesses  t o  t h e  s t a t e .  Those which do 
e x i s t  a r e  aimed p r imar i ly  a t  s t i m u l a t i n g  
t h e  cons t ruc t ion  o f  f a c i l i t i e s ,  t h e  pur- 
chase o f  i nven to r i e s  and equipment, and 
t h e  expor t  o f  Minnesota products .  Among 
t h e  most s i g n i f i c a n t  o f  t h e s e  are: 
i n d u s t r i a l  revenue bond f inanc ing;  pro- 
p e r t y  t a x  exemption on equipment and 
i n v e n t o r i e s ,  and, because 0 f . a  favorable  
formula f o r  ass igning  p r o f i t s ,  co rpo ra t e  
income from s a l e s  o u t s i d e  t h e  state is 
taxed a t  reduced r a t e s .  

3 3 ~ i s c a l  year  1977. Source : Governor' s 
~ u d g e t  Proposal ,  1977-79 Biennium, 
p. E-5419. 

3 4 ~ h i s  has  been t h e  experience o f  t h e  
S t .  Paul P o r t  ~ u t h o r i t y .  About 15% 
o f  i ts c u r r e n t  t e n a n t s  had no inves t -  
ment i n  Minnesota p r i o r  t o  l o c a t i n g  
on P o r t  Authori ty  proper ty .  A l l  of 

1 t h e s e  a r e  branch f a c i l i t i e s .  



The impact which incent ives  ( regardless  
of t h e i r  form) have on business decision- 
making is not  c l e a r ,  nor is it c e r t a i n  
t h a t  t h e  b e n e f i t s  which they may b r ing  t o  
a community outweigh t h e i r  cos t .  When 
companies choose a new locat ion  o r  make a 
decis ion  on expansion, t h e i r  major con- 
cerns a r e  d i s t ance  t o  markets, avai labi -  
l i t y  of raw mater ia ls ,  and t h e  c o s t  and 
supply o f  labor.  Incentives may be im- 
po r t an t  only when " a l l  o the r  th ings  a r e  
equal. " 

Incent ives  may he lp  t o  c r e a t e  a p o s i t i v e  
"business climate." Regardless of t h e i r  
d o l l a r  value,  they show the  business com- 
munity t h a t  the  s t a t e  is  anxious f o r  them 
t o  e i t h e r  come t o  Minnesota o r  expand 
e x i s t i n g  f a c i l i t i e s .  On t h e  o t h e r  hand, 
it may be poss ib le  t o  do t h i s  without 
"giving something away." For example, 
cons i s t en t  and speedy decis ions  when 
issuing permits may accomplish t h e  same 
r e s u l t s .  

There has been no formal community effort to 
analyze economic treads in the region. 
Research designed t o  examine t h e  t o t a l  
economy i n  terms of i t s  f u t u r e  prospects  
has not  been done a t  the  metropolitan 
l eve l .  There have been per iodic  s t u d i e s  
of t h i s  kind done f o r  t h e  s t a t e  and the  
upper Midwest. Their  major cont r ibut ion  
has been t o  s t imula te  thought about t h e  
fu tu re  ... t o  s t a r t  a l l  of t h e  independent 

- 
decision-makers i n  t h e  economy thinking 
about coming changes and what must be 
done t o  respond. 

In  1950 t h e  Minnesota Department of  
Business Development published "Minne- 
s o t a  a t  Midpoint." This pub l i ca t ion  
urged t h a t  manufacturing be added t o  
t h e  s t a t e ' s  e x i s t i n g  a g r i c u l t u r a l  base. 
S imi lar ly ,  t h e  Upper Midwest Economic 
Study of 1965 showed t h a t  t h e  s t a t e s  i n  
t h e  Upper Midwest were becoming l e s s  
dependent on e x t r a c t i v e  and o t h e r  primary 
i n d u s t r i e s  ( i . e .  manufacturing, ag r i -  
cu l tu re )  and t h a t  s e r v i c e  indus t r i e s  
were s i g n i f i c a n t  not  only a s  employers 
but  a l s o  a s  exporters .  

Some research e f f o r t s  have been aimed a t  
understanding t h e  economy's cu r ren t  
s t r u c t u r e .  For example, i n  1976 t h e  
Metropolitan Council published an input- 
output  study of  t h e  economy. Other 
research p r o j e c t s  have examined s p e c i f i c  
aspects  of  t h e  economy. I n  the  l a t e  
1960s, a study was funded t o  explore t h e  
p o t e n t i a l  f o r  corporate headquarters 
development i n  Hennepin County. 

5q '~ inneapo l i s -~ennep in  County a s  a S i t e  
f o r  Office Complexes," r epor t  produced 
by the  Fantus Co. f o r  t h e  Greater Min- 
neapolis  Chamber of Commerce, October, 
1968. 



lMMVIAINING ECONOMIC HEALTH IS MORE CHALLENGING TODAY ' 
BECAUSE OF INCREASING UNCERTAINTY IN THE BUSINESS E N V I R o m N T  

AND BECAUSE LOCAL COMPANIES ARE LESS BOUND 
TOTHETWIN-AREA 

increased public regulation has added 
uncertainty to the business climate. 

Stability and predictability are tbe mmjor 
concerns regurdinjj state and local tu policies. 

Minnesota is ahead of  many o t h e r  s t a t e s  i n  
e n a c t i n g  and implementing environmental 
and land-use r egu la t ions .  I n  t h e  long run,  
it could be  advantageous t o  t h e  state's 
economy t o  have s e t t l e d  t h e s e  i s s u e s  r e l a -  
t i v e l y  e a r l y .  Once f u l l y  developed, they  
a r e  l i k e l y  t o  add c e r t a i n t y  r a t h e r  than  
unce r t a in ty  t o  t h e  bus iness  c l imate .  

Mew have g rea t ly  expanded t h e  
number of  decision-makers i n  economic m a t -  
terSI p a r t i c u l a r l y  when land-use and envi- 
xonmental i s s u e s  are involved. And wi th  
the new regu la t ions  have come a whole 
series of new procedures,  unfami l ia r  t o  
both  business  and t h e  publ ic .  These could 
add t o  t h e  amount of t i m e  necessary f o r  a 
=owany t o  expand o r  change t h e  na tu re  of 
i t s  work o r  f o r  a new f i rm t o  g e t  s t a r t e d .  

Because o f  t h e  new processes ,  government 
more f r equen t ly  f i n d s  i t s e l f  wi th  a major 
c o n f l i c t  t o  reso lve .  Government and busi- 
nes s  have no t  f u l l y  ad jus t ed  t o  this. As 
a r e s u l t ,  t h e  Twin C i t i e s  f aces  s e r i o u s  
cha l lenges  i n  maintaining a r epu ta t ion  f o r  
pub l i c  problemsolv ing .  Both unresolved 
c o n f l i c t s  and new procedures a f f e c t  t h e  
economy because they  add "uncer ta in tyn  t o  
t h e  l o c a l  bus iness  environment, 

This  s i t u a t i o n  is l i k e l y  t o  improve as 
bus iness  and government become more accus- 

t o  t h e  new regu la t ions .  TO make t h e  
adjustment  easier, t h e  s t a t e  has r e c e n t l y  
e s t a b l i s h e d  a "permit information center"  
and a "master permi t  a p p l i c a t i o n  system." 
The l a t t e r  reduces t h e  number of appl ica-  
t i o n s  which must be  f i l e d  i n  obta in ing  
c e r t a i n  permi ts  and consol ida tes  t h e  p u b l i c  
hea r ing  processes.  

3 6 ~ o s e  s t a t e s  are Ca l i fo rn ia ,  Massachu- 
setts, Vermont, and New York. Source: 
Minnesota Taxpayers Associat ion,  "How 
Does Minnesota Compare," December 1976. 

BY with o t h e r  states, Minne- 
sota is a high tax state. fis is not  
a recent development. In 1975, only 
four other states-took a l a r g e r  ' 

of t h e i r  c i t i z e n s '  personal  income 
through taxes than d i d  Minnesota. 36 
1, 1965 t h e r e  w e r e  only two. Pu t t ing  
aside the  special exemption f o r  inc- 
from sources Minnesota, o u r  
corporate income t a x  rate is t h e  higPlest 
i n  the  na t ion .  Personal  income t a x  
r a t e s  a r e  a l s o  -ng t h e  h ighes t  i n  t h e  

Between 1965 and 1974, t axes  as a per- 
centage of t h e  gross  s t a t e  product  
increased by 25%. This inc rease  has  
n o t  been as g r e a t  as t h a t  i n  t h e  states 
bordering Minnesota o r  t h e  average f o r  
all states. (See Figure 10.) Despite 
t h e  lower rate o f  inc rease ,  the por t ion  
of Minnesota's gross  state product  3 7 

used f o r  pub l i c  s e r v i c e s  remains com- 
paratively high. However, it appears  
t h a t  the d ispar i ty  between Minnesota 
and other  s t a t e s  is decreasing. This 
is particularly t r u e  of bus iness  taxes.  

spending f o r  education and<highwayS a r e  
t h e  major sources o f  t h e  d i s p a r i t y  
between Minnesota's use of t a x  d o l l a r s  

3 7 ~ r o s s  s t a t e  product i s  t h e  t o t a l  value 
of a l l  goods and s e r v i c e s  produced i n  
t h e  s t a t e  over  a s p e c i f i e d  time period-  



Figure 10 

STATE AND LOCAL TAX REVENUES AS A PER CENT 
OF GROSS STATE  PRODUCT^^ 

% Change 
1965 1974 (1965-74) 

Tota l  Business Taxes 
Minnesota 2.81% 2.75% -2% 
Bordering S t a t e s  1.90 2.81 48 
United S t a t e s  2.37 2.69 14 

Total ,  A l l  Taxes 
Minnesota 
Bordering S t a t e s  
United S t a t e s  

Source: Minnesota Department of Revenue, and 
Bank of America for estimates of gross s tate  product. 

and t h e  na t iona l  averages.39 Maintain- 
ing  q u a l i t y  i n  both of  these a reas  is  of  
importance t o  the  economy, bu t  t h e r e  must 
be continuous evaluat ion  t o  make s u r e  
t h a t  programs i n  both a reas  a r e  c o s t  
e f f e c t i v e .  

The major concern we have heard expressed 
by business regarding taxes  has not  gen- 
e r a l l y  focused on t h e  r a t e s  of  t axa t ion ,  
but  r a t h e r  on the  importance t o  business 
o f  maintaining s t a b i l i t y  and predicta-  
b i l i t y  i n  s t a t e  t a x  p o l i c i e s .  There have 
been major changes i n  the  s t a t e ' s  busi- 
ness taxes  during every l e g i s l a t i v e  ses- 
s ion  over t h e  p a s t  decade. (See Appen- 
d i x  4.) 

Some o f  the  changes have r e s u l t e d  i n  t h e  
reduction of  taxes  f o r  some types of 
businesses. Others have caused in-  
creases .  Considering only business 
taxes ,  the  o v e r a l l  e f f e c t  has been a 
s l i g h t  reduction i n  the  por t ion  of  gross 
s t a t e  product used t o  support publ ic  
a c t i v i t i e s .  (See Figure 10. ) Neverthe- 
less, every proposal f o r  changes i n  the  
t a x  burden causes uncer ta in ty  and gener- 
a t e s  concern. 

When t a x  r a t e s  are the i s sue  the personal  
income t a x  is  a general  source of  concern 

while the  corporate income t a x  r a i s e s  
objec t ions  pr imar i ly  from companies doing 
business only i n  Minnesota. Several com- 
panies reported t h a t  because of  t h e  per- 
sonal  incom t a x  they must pay a s a l a r y  
premium when r e c r u i t i n g  executives from 
ou t s ide  Minnesota. The impact of  t h i s  
t a x  on the  services/management businesses 
could be p a r t i c u l a r l y  s i g n i f i c a n t .  Their  
p r i n c i p a l  raw mate r i a l  is  t a l en ted  people. 
I f  t h e  t a x  adds unduly t o  the  c o s t  of  get- 
t i n g  t h a t  r a w  ma te r i a l ,  they may decide t o  
l o c a t e  elsewhere. 

Some firms doing business only i n  Minnesota 
f i n d  t h e  corporate income t a x  burdensome. 
Unlike companies having a porti.on of t h e i r  
s a l e s  out-of-state ,  they must pay t h e  12% 
t a x  on a l l  of  t h e i r  income. I n  many cases ..- 
t he  companies taxed most heavily tu rn  ou t  
t o  be small and/or new firms. 

3 8 ~ i m e  s e r i e s  da ta  on t h e  gross  a rea  (Twin 
C i t i e s )  product a r e  not  avai lable .  1974 
is the  l a s t  year  f o r  which comparable da ta  
on gross s t a t e  products a r e  avai lable .  

3 9 ~ e e  footnote 36.  



Growing uncertainty adds to the risk that 
companies face in doing business here. 

The negative e f f e c t s  of uncertainty a r e  
l i k e l y  t o  be the  g r e a t e s t  when a company 
considers expansion o r  any major change 
i n  i t s  l o c a l  operat ion.  Because of  "un- 
c e r t a i n t y , "  the  company may decide t h a t  
the  r i s k  i s  too g rea t  t o  consider chang- 
ing  its l o c a l  operat ions.  There is no 
s i n g l e  ac t ion  which can be taken t o  
minimize uncertainty.  ~ o s t  metropolitan 
a reas  face a s i m i l a r  problem. However, 
the  publ ic ,  the business community, and 
t h e  regulatory agencies need t o  recog- 
n ize  the  p o t e n t i a l  e f f e c t s  on t h e  economy 
of continued uncertainty.  

Unlike o the r  policy areas ,  the  s t a t e ' s  
economy is not  re+lar ly  a focal  po in t  
of  l e g i s l a t i v e  debate. The subject ,  
r a t h e r ,  is  approached a s  a p a r t  of 
debates on o the r  i s sues .  Consequently, 
pol icy  on the  economy is not  a r t i c u l a t e d  
t o  the  same degree it is i n  o ther  pol icy  
a reas  ... education, f o r  example. 

The consequences of t h i s  s i t u a t i o n  can 
be q u i t e  s i g n i f i c a n t  f o r  the  economy. 
The Legis la ture  may not  be seeing f u l l y  
t h e  economic consequences of  i t s  ac t ions ,  
and, a t  the  same time, business may be 
mis in terpre t ing l e g i s l a t i v e  ac t ions .  
The r e s u l t  can be mutual mis t rus t  which 
i n h i b i t s  cooperative a c t i o n  f o r  the  
b e n e f i t  of the  general  publ ic  and the  
economy. 

The Twin Cities is under increasing pressure to 
maintain its status as a good place in which to 
do business and live. 

Changes in corporate structure and ownership 
of local companies could lead to less business 
activity in the Twin Cities. 

Over t h e  l a s t  severa l  years ,  many of t h e  
region's  l a r g e s t  companies have s h i f t e d  
from management and control  by the  l o c a l  
family which began the  business, t o  
leadership  by "professional" managers 
and control' by stockholders. The 
founding famil ies  i n  mos t  cases showed 

grea t  loya l ty  t o  the  Twin C i t i e s .  They 
have supported the development of both 
c u l t u r a l  and s o c i a l  programs. But, of 
g rea te r  importance, they have provided 
a major source of jobs f o r  the region. 

The profess ional  managers may not be 
ab le  t o  share  the  family 's  l o y a l t y  t o  
t h i s  community. Their  f i r s t  obl igat ion 
is t o  the  company's stockholders. Deci- 
s ions  t o  continue doing business i n  the  
Twin C i t i e s ,  a s  well  a s  any corporate 
support which managers might author ize  
f o r  community a c t i v i t i e s ,  w i l l  be con- 
t ingen t  upon the  support of t h e  share- 
holders,  many of whom do not  l i v e  i n  
the  Twin Ci t i e s .  

The most desirable servicedmanagement 
businesses have considerable flexibility in 
choosing their place of business. 

Those services/management businesses which 
pay r e l a t i v e l y  higher wages and a r e  
engaged i n  export a c t i v i t y  a r e  des i rab le  
kinds of  businesses. Corporate headquar- 
t e r s ,  adver t i s ing f irms,  and major medical 
centers  a r e  good examples. Average wages 
a r e  r e l a t i v e l y  high. They br ing d o l l a r s  
t o  t h e  Twin C i t i e s  from t h e  outside-the 
headquarters through i ts subs id ia r i e s ,  
the  adver t i s ing  agency through outs ide  
c l i e n t s ,  and t h e  hosp i t a l  through p a t i e n t s  
from elsewhere. (About 15% of t h e  hospi- 
t a l  days used i n  t h i s  metropolitan area  
a r e  accounted f o r  by outs iders . )  

The Twin C i t i e s '  location;' . i ts  l imi ted  
raw mater ia ls  , l o c a l  markets and energy 
supplies w i l l  not necessar i ly  c o n s t i t u t e  
b a r r i e r s  t o  the  growth of  the  most des i r -  
ab le  services/management businesses. And, 
our work force should be q u i t e  s u i t a b l e  
f o r  meeting t h e  s k i l l  requirements of 
these  businesses. These fac to r s ,  on the  
o ther  hand, d id  a f f e c t  most manufactur- 
ing,  processing, o r  t rade .  

Since the non-manufacturer's product i s  
a "service" o r  an "idea,"  loca t ion  is  less 
of a l i m i t i n g  f a c t o r ,  provided t h e  com- 
munity i s  served by adequate commercial 
a i r  se rv ice  and communications f a c i l i t i e s .  



These businesses demand a highly skilled 
work force as their major raw material. 
And, finally, by comparison with manufac- 
turing, they are relatively less energy- 
intensive. 

The same factors which explain the new 
opportunity for the Twin Cities also 
point out a new problem. That is, the 

services/management businesses can locate 
almost anywhere. "Footloose" is an appro- 
priate description. As a result, the Twin 
Cities, which already has a significant 
population of services/management businesses, 
must be careful to maintain those features 
of its environment which make it attractive 
to the non-goods producer, particularly 
those which are already here. d 



WE RISK A DECLINE IN CURRENT LIVING CONDITIONS 
IF WE FAIL TO RESPOND TO ECONOMIC CHANGE 

' The Twin Cities needs to grow now as well as i computer programming and app l i ca t ions  of - during the 1980s. ) e x i s t i n g  technology. 

For example, one l o c a l  computer manufac- 
t u r e r  has decreased t h e  number of p e ~ p l e  
it employs i n  assembly by 1,500 over  t h e  

-. l as t  f i v e  years .  A t  t h e  same time, t h i s  
f i rm ' s  work fo rce  has expanded i n  a r e a s  
r e l a t e d  t o  software product ion,  t h a t  is, 

* 

During t h e  remainder of  t h i s  decade, t h e  
r eg ion ' s  l abor  fo rce  w i l l  grow by s l i g h t -  

Like o t h e r  th ings ,  some bus inesses  can 
become "obsolete ."  The g r e a t e r  t h e  flow 
o f  new kinds o f  work, t h e  l e s s  l i k e l y  it 
is t h a t  t he  Twin C i t i e s '  economy w i l l  be 
dependent on products  f o r  which t h e  
demand is dec l in ing .  

Our economy must, as it grows, take On new 
kindsofwork. 

l y  l e s s  than  100,000 people. This r a t e  I 

of  expansion is  comparable t o  what t h e  Without new kinds of work, o u r  economy 
economy has been absorbing s i n c e  t h e  mid- 1 would soon l o s e  i t s  v i t a l i t y ,  i t s  adapt- 
1960s. Once we reach 1980, t h e  l abor  , i v e  q u a l i t i e s ,  and u l t ima te ly  its s t a -  
force  is p ro jec t ed  t o  grow a t  about h a l f  
t h e  r a t e  of t he  1960s and 1970s. This , 

dec l ine  is  expected because by 1980 t h e  ,Change i n  t h e  economy s t imula t e s  new 
major i ty  of the 1947-1959 "baby boom" 1 i deas  and encourages entrepreneurship.  
genera t ion  w i l l  have entered  the  l abor  This  i s  o f  s p e c i a l  importance because 
force.  ! t h i s  r eg ion ' s  economy has been b u i l t  

1 
; l a r g e l y  through t h e  success  of  l o c a l  

AS i n  o t h e r  p a r t s  of t h e  country, jobs , en t r ep reneur s .  Our f u t u r e  success 
i n  t h e  Twin C i t i e s  a r e  going t o  be l o s t  depends on a continuous flow of en t r e -  
t o  technologica l  advancements and pro- I preneura l  a c t i v i t y .  
d u c t i v i t y  improvements. The problem 
may be more severe  here  than  elsewhere During each s t a g e  of t h e  economy's evo- 
because t h e  computer i ndus t ry ,  one of  l u t i o n ,  it has added a new group o f  
ou r  major employers (6% o f  Twin C i t i e s  businesses.  And, while  today each of 
employment), is  becoming more automated. t hese  groups is not  o f  equal  importance, 
Unless product ion expands, e i t h e r  i n  I its presence he lps  t o  account f o r  our  
t h i s  i ndus t ry  o r  another ,  t h e  Twin c u r r e n t  economic h e a l t h  because it adds 
C i t i e s  could face  r i s i n g  unemployment. d i v e r s i t y .  



ARE WE ADEQUATELY PREPARED TO COPE WITH 
ECONOMIC CHANGE? 

Economic development is now too narrowly 
defined. 
To many people, and often those involved 
in community actions, economic develop- 
ment has come to be focused on "manufac- 
turing" or ,  i n  some cases, "corporate 
headquarters.". Interest  i n  manufactur- 
ing is  related t o  a desire to  increase 
export act ivi ty.  By sel l ing goods else- 
where, new dollars are brought in to  the 
economy. Corporate headquarters have 
at t racted attention because, generally 
speaking, the i r  presence in  a community 
adds tax base and prestige. 

"Physical facilities" have become the focus of 
most community actions. 

Most community actions are designed with 
adding physical f a c i l i t i e s  rather than 
economic evolution as  the i r  primary 
objective. Major emphasis has been 
placed on providing the physical infra- 
structure necessary for  expansion. For 
example, i n  both central  c i t i e s ,  there 
are major land development programs under 
way. In the suburbs, toor e f for t s  have 
been aimed primarily a t  providing khe 
public services (e.g. sewer, highways, 
schools) necessary for development. 

Actions affecting the economy's support 
system must be evaluated regularly to make 
sure they remain consistent with economic 
changes under way. 

Although the cause and ef fec t  relation- 
ships have not been proven, the growth 
of some kinds of business ac t iv i ty  has 
been closely linked t o  timely adjust- 
ments of some aspects of the economy's 
support system. A current concern is 
tha t  appropriate steps be taken so tha t  

- -  

the region w i l l  get maximum benefit from 
the growth of services/management busi- -- 
nesses. However, care must be taken so 
tha t  actions do not l i m i t  the ab i l i ty  of 
businesses t o  respond to  other, possibly b 

unrecognized, trends. 

It is  d i f f i cu l t  t o  know the point a t  
which one kind of action becomes i r re la-  
vant and another becomes c r i t i c a l .  Many 
private actions have "profit" as an 
automatic and continuous means of evalu- 
ation. I f  a local a i r l ine  cannot make 
a p ro f i t  'on i t s  a i r  f reight  business, 
then it t r i e s  t o  change i ts routes or  
cur ta i l s  th i s  aspect of i ts  business. 
Evaluations of public o r  non-profit 
ac t iv i t i e s  do not have "profit" as a 
basis for  evaluation. A s  a substitute 
they must have good information on cur- 
rent conditions and trends i n  the econ- 
omy. 

The community, public and private together, 
needs to begin keeping closer watch on the 
economy. 

In the past ,  general analysis of the 
economy has been done sporadically 
through ei ther  the public o r  the pr i-  
vate sector. Some examples were ci ted 
ear l ie r .  This approach does not pro- 
vide adequate information t o  permit 
carefully reasoned judgments about the 
economy. Our economy is always 
changing. Each change requires some 
adaption or  preparation by the commu- 
nity.  Increased public regulation i s  
having impact on the economy which we 
do not real ly understand. 

Public/private inter-action on economic 
matters has often been limited t o  adver- 
sary s i tuat ions,  such as  lobbying for  



o r  against  l eg i s la t ion  o r  seeking public 
permits. It would probably be i n  the 
best  i n t e r e s t s  of both pr iva te  industry 
and public agencies t o  exchange informa- 
t i on  on the economy, examine trends,  and 
discuss community actions which might be 
taken i n  response t o  discernible  trends. 

This community should be searching for new 
and more effective ways to accommodate the 
trend toward services/management 
businesses. 

Because of t he  nature of the work of the  
businesses, physical f a c i l i t i e s  a r e  not 
l i ke ly  t o  be a s  major a concern. For 
example, since the  services/management 
business 's  product is  usually an "idea" 
o r  a service ra ther  than some kind of 
"thing," access t o  a communications 
s a t e l l i t e  may be more important than a 
new highway. 

Maintaining the quality of life and controlling 
the local cost of doing business should be 
major concerns. 

Quali ty  of l i f e  may be the  bes t  overa l l  
means of keeping companies which a r e  a l -  
ready here, but a l so  a t t r ac t i ng  the  
ta lented people needed by these firms 
and, possibly, t o  s t a r t  new ones. 

As the region becomes more heavily 
involved i n  the  services/management busi- 
nesses, the  qua l i ty  of l i f e  here i s  
l i k e l y  t o  become a more s ign i f ican t  
force i n  economic development. A s  has 
been shown, these indus t r ies  a r e  not 
bound t o  a spec i f ic  location.  When they 
do shop f o r  a community, qua l i ty  of l i f e  
i s  l i ke ly  t o  be a major concern i n  doing 
such shopping. For example, a major 
loca l  company, i n  announcing the expan- 
sion of i ts Twin Ci t ies  f a c i l i t y ,  s ta ted  
t ha t  i t s  f i r s t  reason f o r  expanding here 
was our "superior qual i ty  of l i f e .  " 4 0  

There a r e  some basic  charac te r i s t i cs  
(e.g. climate, location) which make it 
re l a t i ve ly  more expensive t o  l i v e  and 
work i n  the Twin Ci t ies .  A s  a r e su l t ,  
there  must be spec ia l  e f f o r t  t o  control  

costs ,  both public and pr ivate ,  wherever 
possible. 

S ta te  and local  taxation is one of the  
costs which a t t r a c t s  the most a t tent ion.  
It is important t h a t  the value of public 
services be recognized a s  being worth 
&e cos t  i n  taxes. This i s  a d i f f i c u l t  
re la t ionship t o  prove. When considering 
future tax  increases, the Legislature 
ought t o  have before it the r e su l t s  of 
new research on t h i s  subject ,  even i f  it 
i s  ten ta t ive .  

Not a l l  "private costs"  a r e  d i r ec t l y  
control lable  by individual companies. 
Some a re  based on overal l  conditions 
i n  the community. Insurance r a t e s  a r e  
one example. Because of high hospi ta l  
u t i l i z a t i on ,  heal th  insurance r a t e s  i n  
the Twin Ci t ies  a r e  moderately high by 
comparison with the cos t  f o r  s imilar  
coverage i n  other metropolitan areas. 
Intra-area communications provides a 
more favorable example. A t  present,  
the  Twin Ci t ies  has the la rges t  free- 
ca l l ing  zone of any metropolitan area 
i n  the  United S ta tes ,  a de f in i t e  advan- 
tage fo r  the area. The region a l so  has 
some advantage i n  inter-area communica- 
t ions .  Twin Ci t ies  ra tes  f o r  WATS l i n e  
service a r e  lower than those i n  most 
major metropolitan areas. 

It is  d i f f i c u l t  t o  suggest spec i f ic  
actions t o  control community-wide pr i -  
vate costs .  However, cost  control  should 
be a major fac tor  when considering changes 
i n  support f a c i l i t i e s  (e.g. hospi ta ls ,  
power plants ,  public t r a n s i t )  . 
Education is  a specia l  concern because, 
as  the economy evolves, some jobs w i l l  
become obsolete and the people who held 
them may need re t ra ining.  The educational 
system must respond by providing oppor- 
t un i t i e s  t o  learn those s k i l l s  which the  
economy, because of evolution, w i l l  
employ. 
- 
40"Why Prudential Chose Minnesota," 

Floyd H. Bragg, Minneapolis S t a r  
e d i t o r i a l  page, November 29, 1976 



Special efforts might also be necessary to help 
companies do more exporting. 

The growth of non-manufacturing business-  
e s  is l i k e l y  t o  mean t h a t  " ideas" a s  
opposed t o  t h i n g s  w i l l  account f o r  an 
inc reas ing  p o r t i o n  of our  expor t s .  Con- 
sequent ly,  t h e  l o c a l  communications sys- 
t e m  is l i k e l y  t o  be o f  s p e c i a l  importance 
t o  t h e  growth o f  services/management 
businesses .  For s i m i l a r  reasons ,  a i r  
t r a n s p o r t a t i o n  may be of equal  impor- 
tance .  

Events outside of Minnesota must also be 
watched. 

Severa l  m a t t e r s , o f  relevance t o  t h e  
l o c a l  economy c u r r e n t l y  i nc lude  pending 
nego t i a t i ons  with t h e  Canadians regard- 
i n g  a gas  p i p e l i n e  from Alaska 's  North 
Slope, cons ide ra t ion  o f  r e g u l a r  cornmer- 
c i a 1  a i r  passenger  s e r v i c e  between t h e  
Twin C i t i e s . a n d  Europe, and replacement 
o f  lock and dam #26 a t  Alton, I l l i n o i s .  
Small communities i n  t h e  Upper Midwest 
a r e  now growing f a s t e r  than  t h e  Twin 
C i t i e s ,  and t h i s  could change ou r  eco- 
nomic r e l a t i o n s h i p  wi th  them. The - 
outcome of t hese  and o t h e r  events  w i l l  
make t h e  Twin C i t i e s  a r e l a t i v e l y  more 
o r  l e s s  a t t r a c t i v e  p l a c e  i n  which t o  do 
bus iness .  Consequently, they deserve 
a t t e n t i o n .  

Actions affecting the economy's support 
system must be evaluated regularly to make 
sure they remain consistent with economic 
changes under way. 
Although t-he cause and e f f e c t  r e l a t i o n -  
s h i p s  have no t  been proven, t h e  growth 
of  some kinds o f  bus iness  a c t i v i t y  have 
been c l o s e l y  l i nked  t o  t imely  ad jus t -  
ments o f  some a spec t s  of  t h e  economy's 
suppor t  system. A c u r r e n t  concern i s  
t h a t  app ropr i a t e  s t e p s  be  taken s o  t h a t  
t h e  reg ion  w i l l  g e t  maximum b e n e f i t  from 
t h e  growth o f  services/management busi-  
nesses .  However, c a r e  must be taken s o  
t h a t  a c t i o n s  do no t  l i m i t  t h e  a b i l i t y  o f  
bus inesses  t o  respond t o  o t h e r ,  poss i -  
b l y  unrecognized, t r ends .  

It is  d i f f i c u l t  t o  know t h e  p o i n t  a t  
which one kind of  a c t i o n  becomes i r r e l a -  
vant  and another  becomes c r i t i c a l .  Many 
p r i v a t e  a c t i o n s  have " p r o f i t "  as a n  
automatic  and continuous means of  
eva lua t ion .  I f  a l o c a l  a i r l i n e  cannot 
make a p r o f i t  on its a i r  f r e i g h t  busi-  
nes s ,  then  it t r i e s  t o  change i ts  r o u t e s  
o r  c u r t a i l s  t h i s  aspec t  o f  its bus iness .  
Evaluat ions o f  p u b l i c  o r  non-profi t  a c t i -  
v i t i e s  do no t  have " p r o f i t "  a s  a b a s i s  
f o r  eva lua t ion .  A s  a s u b s t i t u t e  they 
must have good information on c u r r e n t  
cond i t i ons  and t r e n d s  i n  t h e  economy. 

l Between 1950 and 1970, t h e  growth r a t e  
i n  t h e  Twin C i t i e s '  popula t ion  exceeded 
t h a t  f o r  smal le r  Upper Midwest communi- 
t i e s .  Between 1970 and 1974,:.these 
communities grew f a s t e r  than  t h e  Twin 
C i t i e s .  



E]FFBWTS ON BEHALF OF OUR ECQNOW SHOULD BE SUPPORTIVE 
OF CHANGE BY EXISTING CBMPANID 

AND NEW BUSINESS STARTS 

Community actions must be designed to 
eeacoerrage growth and change by existing 
companies. 
b 4 0 s t  ecanomic growth h i l l  came through 
adap ta t ion  by e x i s t i n g  l o c a l  bus inesses .  
If our  economy is t o  remain hea l thy ,  com- 
m-x-~i+v a c t i o n s  must be designed t o  accom- 
modate adapt.atian. 

The r e g i o n ' s  economy has  been b u i l t  
?.round "home-grown" companies. Them i s  
nn evidence t h a t  t h i s  p a t t e r n  i s  changing 
3 x  l i k e l y  t o  change, b u t  t h e r e  is evi.- 
dence t h a t  bus iness  s t z r t - u p s  are 
Cecreasing. Therefore,  e;nphasi.s i n  our  
ef for ts  or?, bnhalf of the economy r n i r s t  be 
pJ"cc8 on how-grown and new companies, 

To f a c i l i t a t e  change by l o c a l  companies, 
we f e e l  it is necessary t o  do t h e  fol-low- 
i n s  : 

* Maintain our high quality of Z<fe. We 
must maintain b a s i c  p u b l i c  s e r v i c e s  ( i . e .  
p u b l i c  s a f e t y ,  s t r e e t s ,  sewers,  p a r k s ) ,  a 
wide range of  r e c r e a t i o n a l  and c u l t u r a l  
oppox tun i t i e s ,  and, p a r t i c u l a r l y ,  educa- 
t i o n a l  programs. 

* Emphasize the teaching of communication 
s k i l l s .  The educa t iona l  i n s t i t u t i o n s  i n  
t h e  Twin C i t i e s  should re-examine ' t h e i r  
c u r r i c u l a  t o  i n s u r e  t h a t  proper  a t t e n t i o n  
i s  given t o  communication s k i l l s .  The 
success  of  any bus iness ,  b u t  e s p e c i a l l y  
t h e  services/management bus inesses ,  
depends l a r g e l y  on these  s k i l l s - - t h a t  i s ,  
t h e  competence o f  t h e i r  employees a s  
w r i t e r s  and speakers .  

* Examixe our tax structure. I n  response 
t o  concexn about  Minnesota's r e l a t i v e l y  
high t a x  r a t e s ,  p rope r ty  t a x  inc reases ,  
and unfavorable  p u b l i c i t y  on Minnesota's 

t axes ,  t h e  Leg i s l a tu re  should aga in  
examine t h e  t a x  s t r u c t u r e  with p a r t i c u -  
l a r  a t t e n t i o n  t o  t h e  b e n e f i t s  re turned  
i n  p u b l i c  s e r v i c e s  and t h e  e f f e c t s  on 
t h e  economy. 

Our concern is t h a t  t h e  ecanomic e f f e c t  
of  taxes  may be inc reas ing .  As  i n f l a -  
t i o n  pushes wages up, more people f i n d  
themselves i n  t h e  s t a t e ' s  h igher  t a x  
bracke ts .  A s  a r e s u l t ,  an inc reas ing  
sha re  o f  any s a l a r y  inc reases  may be 
absorbed by taxes .  Consequently, t h e  
impact of t h e  s t a t e l s  personal  income 
t a x  on wages is  l i k e l y  t o  be of  much 
g r e a t e r  s ign i f i cance .  

* Understand the economic impact of 
p7nbZic actions. AS a p a r t  o f  t h e i r  
agendas f o r  t h e  i n t e r i m ,  t h e  Legisla-  
t u r e ' s  economic development subcommittee 
should review t h e  process  through which 
t h e  Leg i s l a tu re  deba te s  t h e  economic 
impact o f  l e g i s l a t i v e  proposa ls .  These 
committees might explore  ways of bu i ld-  
i n g  b e t t e r  understanding among members 
o f  t h e  s t a t e ' s  economy. For example, 
they might cons ider  t h e  c r e a t i o n  o f  a 
j o i n t  l e g i s l a t i v e  committee with respon- 
s i b i l i t y  f o r  r e g u l a r  review of  economic 
condi t ions  and t h e  economic impact of  
c u r r e n t  and proposed po l i cy .  . Another 
op t ion  might be t o  r e q u i r e  an a n a l y s i s  
of t h e  "economic impact'' o f  t hose  
l e g i s l a t i v e  proposa ls  thought t o  have 
major economic consequences. 

+ Develop a sound energy policy and 
secure new resources. The Leg i s l a tu re  
must develop a s t a t e  energy p o l i c y  
based on t h e  e f f i c i e n t  use of  a v a i l a b l e  
resources .  Securing new energy resources  
should a l s o  be a major concern. There 
a r e  two t h i n g s  f o r  immediate consider-  
a t i o n :  f i r s t ,  a l t e r n a t i v e  supp l i e s  of  



both n a t u r a l  gas and petroleum; and, 
second, t h e  oppor tun i t i e s  t h a t  might be 
emerging f o r  t h e  Twin C i t i e s  because of  
i ts  proximity t o  western c o a l  f i e l d s .  
It may be t h a t  t h e  a v a i l a b i l i t y  o f  coa l  
w i l l  change t h e  kinds of work we do i n  
t h e  Twin C i t i e s .  

* Broaden the focus of the work of the 
state Department of Economic Development 
and the local development agencies. 
Given c u r r e n t  information,  t h e  use  of 
ou r  l i m i t e d  resources t o  a t t r a c t  busi-  
nesses t o  t h e  Twin C i t i e s  from t h e  out-  
s i d e  seems j u s t i f i e d  only when we have 
a s p e c i f i c  company i n  mind, t h a t  is ,  one 
which is  known t o  be i n t e r e s t e d  i n  an  
Upper Midwest l oca t ion .  Promotional 
e f f o r t s  should focus on providing good 
information about t h e  community r a t h e r  
than f i n a n c i a l  i ncen t ives .  Members o f  
t h e  bus iness  community should be used a s  
much a s  poss ib l e  i n  making con tac t s .  
Thei r  comments on t h e  Twin C i t i e s  a r e  
l i k e l y  t o  have g r e a t e r  c r e d i b i l i t y  than 
those  o f  a r ep resen ta t ive  of  a pub l i c  
agency. Some c i t i e s  ( f o r  example, P i t t s -  
burgh) have p r i v a t e  non-profi t  corpora- 
t i o n s  supported by donat ions from l o c a l  
companies and government t o  manage t h i s  
kind o f  work. 

As p a r t  of t h e i r  c u r r e n t  work, t he  agen- 
c i e s  should p lace  g r e a t e r  emphasis on the  
following: 

-Helping businesses understand and comply 
with new foms of public regulation. 
This a c t i v i t y  could be a major responsi- 
b i l i t y  of  t h e  p u b l i c  economic develop- 
ment agencies .  

A s  a p a r t  of their e f f o r t s  t o  a s s i s t  
bus inesses ,  p a r t i c u l a r l y  small compa- 
n i e s  and those  t h a t  a r e  new t o  t h i s  a rea  
t h e  agencies  should f u l l y  understand 
app l i cab le  r egu la t ions ,  t h e  reasons f o r  
them, and t h e  procedures requi red  t o  
comply wi th  them. Rather than  merely 
echoing indus t ry  complaints about regu- 
l a t i o n s ,  t h e  goal  o f  t h e  development 
agencies  should be t o  ease  compliance 

and minimize adverse economic e f f e c t s .  
While t h e  development agencies  should 
n o t  presume t o  determine pub l i c  po l i cy  
on environmental p ro tec t ion ,  land  use  
con t ro l ,  and r a t e  r egu la t ion ,  they  can 
i n s u r e  t h a t  l e g i t i m a t e  concerns a r e  
t aken  i n t o  account and he lp  t h e  regu- 
l a t i n g  agencies  understand and minimize 
the  problems they may be  c r e a t i n g  f o r  
t h e  economy of t h e  a rea .  

-Making it easier for .existing local 
companies t o  change along with the 
economy. The agencies  might he lp  com- 
panies  change by working t o  make s u r e  
t h a t  t he  economy's support  s e r v i c e s  
respond t o  changing condi t ions .  To do  
t h i s  now, t h e  agencies  must recognize 
t h e  t r ends  i n  t h e  economy i n  o rde r  t o  
a n t i c i p a t e  what changes i n  pub l i c  po l i cy  
w i l l  be requi red  t o  t ake  advantage o f  
them. 

-Helping companies t o  reach markets i n  
other parts of t h i s  country and the 
world. Some of  t h e  development agen- 
c i e s  already work i n  t h i s  a r e a ,  b u t ,  
except  f o r  t o u r i s t  promotion, they do 
s o  pr imar i ly  wi th  r e s p e c t  t o  "goods," 
t o  t h e  exclusion of  s e r v i c e  businesses.  
The agencies  should g ive  equal  a t t e n t i o n  
t o  a s ses s ing  and f ind ing  ways t o  improve 
the  r eg ion ' s  a b i l i t y  t o  export  i d e a s  and 
se rv ices .  

Entrepreneurship will continue to be a major 
source of economic growth and change and 
should be stimulated. 
Entrepreneurship w i l l  cont inue t o  be a 
major source of economic growth and 
change and should be encouraged. 

To s t imula t e  entrepreneurship we suggest :  

-An i nc rease  i n  l d c a l  research  and 
development a c t i v i t y .  The Legis la ture  
should explore  t h e  p o s s i b i l i t y  of 
increased  funding f o r  t h i s  kind o f  
a c t i v i t y  by p u b l i c  i n s t i t u t i o n s  such 
a s  t h e  Universi ty of Minnesota. In  
add i t ion ,  t a x ,  educat ional ,  and o t h e r  
pub l i c  p o l i c i e s  should be reviewed t o  



determine what changes can be made t o  
f o s t e r  research and development a c t i v i -  
t ies i n  t h i s  a rea .  A s  a p a r t  of  our 
l imi ted  a c t i v i t y  t o  br ing  e x i s t i n g  com- 
panies t o  the  Twin C i t i e s ,  w e  might 
consider  a s p e c i a l  e f f o r t  t o  a t t r a c t  
research and development firms. 

-.. -A s p e c i a l  commitment by Twin C i t i e s  
f i n a n c i a l  i n s t i t u t i o n s  t o  develop new 

-4 
mechanisms f o r  f inancing business 
s t a r t -ups  a s  well  a s  opera t ing  c a p i t a l  
f o r  t h e  f i r s t  few years of development. 

-An aggressive program by state and l o c a l  
government t o  con t rac t  with p r i v a t e  busi- 
nesses t o  provide pub l i c  se rv ices .  By 
c a r e f u l  cont rac t ing ,  government may main- 
t a i n  a des i rab le  l e v e l  of se rv ice  and 
a l s o  support businesses which, unlike 
government, can seek markets ou t s ide  the  
Twin C i t i e s .  In  t u r n ,  the  t a x  payments 
f o r  government se rv ices  may be reduced. 

-A review by the  Legis la ture  of the  s t a t e ' s  
corporate income t a x  t o  determine whether 
exemptions would be s i g n i f i c a n t  i n  helping 
new companies g e t  es tabl i shed.  
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We need a special effort to collect and analyze 1 by v i s i t o r s .  mere may be a greater r o l e  
pertinent economic information. for the community t o  p lay  i n  f a c i l i t a t i n g  

exports. A t  present, however, w e  da not 
m e  process of econon;a &ange is cowleXei have &equate i.lIf0nultion r e w r d j p g  the 
I f  the  comuni ty  is  t o  comprehend any I type ~f asods and se rv ices  being exported 
s u b s t a n t i a l  p a r t  of  t h e  change t h a t  is as w e l l  as their  des t ina t ion .  'Phe~t? data 
cont inual ly  under way, we need a s p e c i a l  are ncceauary t o  determine where t h e r e  is 
e f f o r t  t o  c o l l e c t  and aIlalyze per t inent  1 pote i ' t ia l  for increased e-ort a ~ ~ i v i t l ' r  
economic information i p l  an urlderstandable I r'r whether ~ 0 ~ C C ~ i t y  ac t ion  of s~~~ kind 
and usable fashion. More s p e c i f i c a l l y ,  
we need t o  be concerned with: 

is needed. 

-,?2c~~>or t ~ j j 6  kern i b ~  services/rna~aa:?enmt 
-Monitor ing ecdnomio coldit ions. The I b u a i ~ t . ; u z 8 ~ .  The s g e c i f i c s  c f  what should 
region needs a s e t  of e a s i l y  unt2erstood / be incli;cieil i n  such a syatsm are n ~ t  well  
measures which su~tmrari ne ecoraamle corlda- I undesatood. For example, i t  is 1 ~ ~ t  clear 
t i o n s  and trends.  In  t h i s  repor t  we have 1 exactly what is required i n  t e r n s  of 
used t h e  r a t e  of  unamplcymcnt an3 the i trarispoptation o r  communications. 
l e v e l  and d i s t r i b u t i o n  of personal  income 1 
t o  measure cu r ren t  ecorlonuc cond ik~uns .  ! r7dry few netropoli t i in a reas  havs davo~bd 
To these  might be added the  l a t e  of capi- m u c h  effc+rt to  e ~ c o u r a g i n g  the  services /  
t a l  spending, business starts and f a l l -  ' management s e c t o r s  of t h e i r  aconsmies. 
ures, venture c a p i t a l  investments, and i CorlsequentLy , there a r e  few models ts 
nuIILe~OUs others .  Special  care should be 
taken t o  make su re  thaS the  i n d i c a t o r s  

follow. The Twin C i t i e s  should evaluate 
each inrredisnt i n  the  economic process 

provide a good desc r ip t ion  of  t h e  changes ; i i  .e .  labor supply, c a p t a l  raw materials, 
t h a t  a r e  occurring i n  economic activities. .Lc~cati.an) t o  discc~vex how they coratribute 1 t~ CI. d e t r a c r  from t he  l o c a l  growth of 
-The enuiroment for entrep~ensur8hip. 1 services/manayement businesses. Research 
There i s  need f o r  b e t t e r  information and i n  these  a r e a s  should he lp  the  Twin Cities 
analys is  of entregreneural  a c t i v i t y .  take  advantage of  oppor tuni t ies  aswrgany- 
Currently, r e l i a b l e  information regarding ing  the  expansion of services/managenent 
new business s t a r t s ,  f a i l u r e s ,  and branch- segments of t h e  economy. 
ing  i n t o  new work by e x i s t i n g  companies 
is lacking. Developing t h i s  da ta  base i s  We bel ieve  that t h e  f u t u r e  economic heal th  
the  first s tep .  It must be followed by of  the Twin C i t i e s  a r e a  may well  depend 
ana lys i s  focused on understanding t h e  
f ac to r s  which a f f e c t  entrepreneurship. 

on our a b i l i t y ,  a s  a comuni ty ,  t o  g a i n  
some comprehension of the  changes tha t  are 

I occurring i n  our  economic a c t i v i t i e s ,  and 
-Markets for Twin Cities goods and ser- t o  do so e a r l y  en'ough t o  t ake  advantage of 
v ices .  The ex ten t  t o  which t h i s  ragion those changes. W e  be l i eve  t h a t  the 
w i l l  b e n e f i t  from t h e  growth of business 
a c t i v i t y  w i l l  depend l a r g e l y  on exporting, 
both by s e l l i n g  products  elsewhere and 

col.Lectj.cn and ana lys i s  of  economic da ta  
f o r  thc  Twin Cities a r e a  and the  s r a t e  
wauld greatly inpxove t h e  chances for t h e  

through t h e  purchase of goods and se rv ices  timely adjustwent of pub l i c  and p r iva te  i 



pol ic ies .  Such adjustments might be 
necessary t o  take  advantage of changes 
i n  the  economy. Information and analys is  
of economic change should a l s o  be helpful  
t o  p r iva te  industry,  pa r t i cu l a r l y  t he  
smaller  and newer businesses whose 
resources a re  l imited.  

To be of maximum usefulness, such infor-  
mation must have c r e d i b i l i t y ,  not only 
i n  the  business community but  with pub- 
l i c  o f f i c i a l s ,  organized labor ,  and t he  
general public a s  well. 

A quad-public uecsncrmic analysis program" 
should be established. 
W e  suggest t h a t  an e f f o r t  be launched t o  
e s t ab l i sh  an ongoing j o in t  public/pri- 
vat.e Economic Analysis Program t o  bring 
together the b e s t  avai lable  t a l e n t  and 
infoxmatiorl t o  idelltifir and analyze t he  
c ruc ia l  s t a t e  ark3 l o ca l  i ssues  a f fec t ing  
our economic future .  The analys is  pro- 
gram is not designed t o  c o l l e c t  new 
informatior) front individual  firms, but  
ra the r  t o  provide the  commuility and par- 
t i c u l a r l y  i t s  businessmen and policy 
makers with economic analys is  of ex i s t -  
ing information. Because the  Twin C i t i e  
economy is  so  i n t e r r e l a t ed  with the 
economy of t he  state, we bel ieve  the  
program should be statewide i n  scope 
with separate  analyses f o r  the  Twin 
C i t i e s  and o ther  regions of the  s t a t e .  

W i t 3 1  t h e  pa r t i c ipa t ion  of ex i s t ing  s t a t e  
and l oca l  ayencies, educational i n s t i t u -  
t ions ,  philanthropic organizations,  
labor  uniuns, and p r iva te  industry,  the  
task  can kc? accnmnplished without the  
creat ion of a new s t a t e  agency o r  the  
addi t ion of new publ ic  employees. 

Exist ing public and p r iva te  organiza- 
t ions  with an i n t e r e s t  i n  t he  region 's  
economy should t a k e  t h e  i n i t i a t i v e  t o  
e s t ab l i sh  a broadly representa t ive  com- 
mit tee  t o  develop the  organizational  
s t ruc tu re  and recommend financing f o r  
the  analys js  program. Organizations 
l i k c  the  r~pp&r Midwest Council o r  t he  
Center far Urba,n ard Regional Affa i rs  

a t  the University of Minnesota might take 
the  leadership on t h i s  e f fo r t .  A s  an 
a l t e rna t i ve ,  the  Governor could c rea te  
the  organizing committee, l ed  by a p r i -  
vate c i t i z e n  and representa t ive  of  a l l  
segments of the community. 

During the  1977 l e g i s l a t i v e  session,  an 
appropriat ion was made f o r  a study t o  
"recommend a policy f o r  economic a l t e r -  
nat ives  i n  Minnesota. The sum of 
$120,000 is  authorized f o r  use by the 
Governor with t he  approval of the  legis-  
l a t i v e  advisory council.  The authorized 
,study does not require  a jo in t  public/ 
p r iva te  e f f o r t ,  nor does it make speci- 
f i c  provisions fo r  study of a l l  of the  
topics  t h a t  we think ought t o  be ana- 
lyzea. However, t he  Governor could 
o f f e r  t h i s  study a s  a ba s i s  f o r  e s t a -  
l i sh ing  a credible  economi~ anaJysis 
program, regardless of whether he i n i -  
t i a t e d  e f f o r t s  t o  e s t ab l i sh  the  analys is  
program. 

The need fo r  a credible  source of long- 
run analys is  of community concerns has 
been suggested by others.  In a previous 
Cit izens League repor t ,  S t a t e  F4scal 
Crises Are Not Inevi table  (June, 19721, 
it was recommended t h a t  a  Minnesota gov- 

1 ernmental policy i n s t i t u t e  be created t o  
analyze the longer-term consequences of 
current  publ ic  policy and a l t e rna t i ve  , courses of ac t ion and t o  attempt t o  
iden t i fy  fu tu re  problems. I n  1976, the-  
Commission on Minnesota's Future recom- 
mended the  creat ion of a public policy 
i n s t i t u t e  whose r e spons ib i l i t i e s  would 
include : 

- identifying on a continuing ba s i s  long- 
range trends.  

-evaluating and making recommendations 
regarding a l t e rna t i ve  courses of ac t ion 
with respect  t o  these  trends.  

-evaluating the  intended and unintended 
impacts of ex i s t ing  and prospective 
s t a t e  po l ic ies .  

4 2 ~ e c t i o n  19, S t a t e  Departments Appropri- 
a t ions ,  Senate F i l e  No. 1467. 



Appendix 1 

Number and Per Cent of Families in Income Groups, 1969 

Twin Cities* United States Twin Cities* a s  
Number Per Cent Number Per Cent Per Cent of U.S. 

less than $2,000 11,391 2 .6  3,010,211 5.9 0.38 

5,000- 7,999 53,119 12.1 9,532,220 18.6 

8,000- 9,999 58,855 13.5 7,098,301 13.9 

10,000-11,999 68,448 15.7 6,595,510 12.9 

12,000-14,999 82,520 18.9 7,031,917 13.7 

15,000-24,999 98,014 22.4 8,176,995 16.0 

25,000-49,000 22,389 5.1 1,972,996 3.8 

50,000 and over 4,761 1.1 398,053 0.8 

A l l  Families 437,121 100.0 51,168,599 100.0 0.85 

*Five counties 

Source: U.  S. Census * fompiled by the Metropolitan Council, Table 6 in Economic Profile of the 
Twin Cities Metropolitan Area, December, 1975. 



Appendix 2 

TWIN CITIES LONG DISTANCE CALLING PATTERNS, 1972 and 1975 

Long Dis tance  C a l l  A c t i v i t y  p e r  100 Popula t ion ,  1972 and 1975 

Region 

New England 7 11 
(Massachuset ts ,  New Hampshire, Vermont, 
Connec t icu t ,  Rhode I s l a n d  

Middle A t l a n t i c  10 1 4  
(New York, New J e r s e y ,  Pennsylvania)  

E a s t  North C e n t r a l  
(Ohio, I nd i ana ,  I l l i n o i s ,  Michigan) 

West North C e n t r a l  130 148  
(Nebraska, Minnesota, Iowa, North 
Dakota, South Dakota, Montana, Wisconsin) 

South A t l a n t i c  11 1 4  
(Delaware, Maryland, Washington, D.C., 
V i r g i n i a ,  West V i r g i n i a ,  North Ca ro l i na ,  
South Ca ro l i na ,  Georgia,  F l o r i d a )  

E a s t  South C e n t r a l  5 9 
(Kentucky, Tennessee,  Alabama, ~ i s s i s s i p p i )  

West South C e n t r a l  12 18 
(Arkansas, Louis iana ,  Oklahoma, Missour i ,  
Kansas, Texas ) 

Mountain 
(Idaho, Wyoming, Nevada, Colorada,  
New Mexico, Arizona,  Utah) 

P a c i f i c  
( C a l i f o r n i a ,  Oregon, Washington, 
Hawaii, Alaska) 

Source of data: Data r e p o r t e d  h e r e  were p rov ided  by Northwestern B e l l  Telephone Co. 
They were o b t a i n e d  f r o m  a random sample o f  5% o f  t h e  l ong  d i s t a n c e  
calls made t o  and o r i g i n a t e d  from t h e  Minneapolis-St.  Pau l  metropol i -  
t a n  a r e a s  between J u l y  1, 1972, and December 31, 1972, and between 
J u l y  1, 1975, and December 31, 1975. The sample i n c l u d e s  WATS calls  
and a l l  t y p e s  o f  r e g u l a r  t o l l  c a l l s .  



Appendix 2 (cont inued)  -. 

The maps below show t h e  t o t a l  long d i s t a n c e  c a l l i n g  a c t i v i t y  between t h e    win c i t i e s  
and t h e  r e s t  of  the  United S t a t e s .  

C A L L I N ' ;  A C ' I ' l V l T Y  1'L.H i O U  1 ' 3 1 ' U L A 1  1 3 N t  :Y;C 

5 or less calls Cl loo/murarion [Z] 16-20 

6-10 21-30 

C A L a i I N C  ACTIVlTY PER 100 POPULACZON, :Q7% 

5 or less calls 
lOO/population 16-20 



Appendix 3 

Percent of 
!:c?loycd 
!".I.ic.r.s 

DISTRIBUTION OF EMPLOYED PERSONS FOR SELECTED* 
OCCUPATIONS: THE MINNEAPOLIS-ST. PAUL SMSA** 

* Occupntlons not includaJ are :  
Farncrs,  farm workers. p r i v s t e  house- 

'IlolJ workers, occupations not  repar tea .  
** SMSA defined a s  follows: 

1950 - Anoka. Dakota, Benncpin, Ransey. 
1960 - Anoka. nakota, Hennepin. R ~ ~ s e p .  

W;lsl!ingtun. 
1970 - Na c l i e~~ga .  
1980 - KO change. 

Prcii-s i i.,n;:? x3naa..rs Sales  C le r i ca l  Craf r s m n .  Operatives Laborers: Sorvicd vc r h r s  
nzd Tcci;nical and workers workers ior rnan,  and excepc exccpc p r iva t e  

Workers Adrninlscracors kindred w,>rkcrs farm 6 mine housel~old 
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Appendix 4 

CHANGES IN MINNESOTA'S BUSINESS TAXES, 1967-1977 

1. 3% sales tax. 

2. Corporate lncome tax ra ised from 10.23% t o  11.33%. 

3. State m i l l  l evy  f o r  bu i ld ing  bonds and teachers' ret i rement fund eliminated. 

4. Business given opt ion o f  exempting e i t h e r  inventory o r  machinery from personal 
property tax. 

1. 5% income tax  c r e d i t  on po l lu t ion-cont ro l  equipment, up t o  a maximum c r e d i t  of 
$50,000. 

2. Taconite production tax-base r a t e  ra ised from W t o  11.5Q a gross ton. 

1971 - 
1. Sales tax  increased t o  4%. 

2. Corporate income tax increased t o  12%. 

3. Federal income tax  el iminated as deductible i tem on Minnesota returns. 

4. Machinery and inventor ies exempted from personal property tax. 

5. Assessment r a t e  on c o m r c i a l  and i n d u s t r i a l  property ra ised from 40% t o  43%. 

6. Taconite t ax  increased 4d a ton, w i t h  add i t iona l  increases rang1 ng up t o  14Q a 
ton by 1979. 

1. Business permitted t o  include only sales w i t h i n  s ta te  i n  the sales por t ion  of 
the formula f o r  deterniining income tax. 

2. Huge and ponderous machinery exempted from personal property tax. 

3. Employers' excise tax  imposed on payro l ls .  

1. Income tax  imposed on ra i l roads,  i n  add i t i on  t o  ex i s t i ng  5% tax  on gross rece ip ts  
i n  Minnesota. 

2. Newly discovered i r o n  ore t o  be re t r oac t i ve l y  taxed over preceding 6 years. 



Appendix 4 (cont4nued) 

1. State takeover o f  medical care costs t h a t  had been paid from property taxes. 

2.  Taconite production tax  increased by 39t a ton t o  up t o  72.2&, depending on 
the producer" base. 

I. Reduction i n  the r a t i o s  used t o  a r r i v e  a t  the taxable value o f  residentbal 
property i s  1 i kely  t o  r e s u l t  i n  higher property taxes on comnercial l f n d u s t r i a l  
property i n  some communities. 

2. El iminat ion o f  unemployment compen~atton benef i ts  f o r  voluntary qu l  t s  and persons 
f i r e d  f o r  cause. While t h i s  would tend t o  reduce employer payments, another 
ac t ion increased the rates a t  which employers contr tbute t o  the unemployment 
compensation fund. 

3.  The l eg i s l a tu re  granted a modest reduction i n  the amount which busfnesscs pay 
i n  employer payro l l  tag. 

4. The production tax  cn tacon i te  was increased. 

Source: Minnesota Taxpayers Association. 



WORK OF THE COMMITTEE 

The Citizens League Board of Directors, in May, 1975, authorized creation of the 
study committee on the Twin Cities' economy. The committee's charge from the League 
Board was : 

The Twin Cities metropolitan area appears to lack a p~licy on economic 
development. Some city governments have industrial development commissions 
to attract business within their borders. B'ut little seems to be taking place 
areawide. 

First, ye will review the trends affecting the Twin Cities economy. This .) 

will include, for example, the impact of an available labor force in this area 
which is growing faster than the total population. It will include looking at 
national and statewide trends on economic development and hbw they are likely + 

to affect this area. Part of the review will be to evaluate whether current 
efforts at meaeuring economic trends in the metropolitan area are adequate. 

Second, we will reach some conclusions on the urgency to have an economic 
development policy for the area. This will include a review of how this metro- 
politan area is competing nationally and a revtew of the benefits and liabili- 
ties of inter-municipal competition within this metropolitan ilrea. We will try 
to determine what economic development should mean for this metropolitan area. 
Does it mean just trying to attract new industries? If so, what kind? Manufac- 
turing? Or does this area have particular characteristics which might call for 
some other kind of emphasis? If so, what would be stressed? Services? 

Third, we will review the activities of public bodies in economic develop- 
ment in the metropolitan area, including the industrial development contrnissions, 
the Metropolitan Council, and the Minnesota Department of Economic Development. 

A total of 58 League members signed-up for the committee, but only 26 participated 
actively in the work of the committee. The chairman was Wayne H. Olson, an attorney 
from St. Paul. The other members of the committee were: 

Francis M. Boddy 
James T. Christensen 
Kenneth E. Ford 
Roger W. Forsberg 
Marvin P. Geisness 
Katherine Gustaf son 
Peter G. Hames 
James W. Hawks 
Rudolph K. Hogberg 

Peter Hutchinson 
Orvil J. Johnson 
Dorothy Perry Kidder 
Richard Kiekow 
Eugene P. Knaf f 
Fred Landgraf 
Charles S. Neerland 
William B. Payne 
Philip M. Raup 

Kenneth R. Rees 
Kent Robbins 
Raymond D. ~ossini 
Fred Senn 
A. Kent Shamblin 
Dale A. Simonson 
Irma Sletten 
Matthew H. Thayer 

The committee was assisted by Bill Blazar and Jean Bosch of hhe Citizens League 
staff. 

The committee held a total of 52 meetings from May 3, 1976, to June 6 ,  1977, an 
average of one per week. For the convenience of committee members and resource 
persons, meetings were held in both Minneapolis and St. Paul. 



The committee s p e n t + t h e  f i r s t  s eve ra l  months hear ing  from a wide range of resource 
persons inc luding  business  and l abor  l eade r s ,  un ive r s i ty  p ro fes so r s ,  and pub l i c  o f f i -  
c i a l s .  Qn two occasions t h e  committee v i s i t e d  wi th  resource persons from ou t s ide  t h e  
Twin C i t i e s .  A luncheon meeting was he ld  with Robert Pease, Executive Direc tor ,  
Allegheny Conference on Community Development, P i t t sbu rgh ,  Pa. Via conference c a l l  
t he  committee t a lked  with Ralph Widner of  t h e  Academy f o r  Contemporary Problems, 
Columbus, Ohio. 

Detai led minutes were prepared of  each meeting of t h e  committee, wi th  copies  being 
made a v a i l a b l e  t o  members who were n o t  p re sen t  and t o  a l a r g e  mail ing list of per-  
sons who were i n t e r e s t e d  i n  t h e  s u b j e c t  mat te r  under s tudy.  A l imi t ed  number of 
copies  o f  t h e  minutes a r e  on f i l e  a t  t h e  C i t i zens  League o f f i c e ,  a s  a r e  copies  of 

\. background a r t i c l e s ,  s t a f f  r e p o r t s  and surveys and o t h e r  da ta .  

After  t h e  i n i t i a l  o r i e n t a t i o n  po r t ion  of t h e  committee's work, s e v e r a l  months of .. i n t e r n a l  d iscuss ion  r e s u l t e d  i n  a s e r i e s  of d r a f t s  of  f indings  and of  conclusions.  
Following genera l  agreement on the f ind ings  and conclusions,  t he  cormnittee's d i s -  
cussion s h i f t e d  t o  recommendations and, f i n a l l y ,  t o  adoption o f  t h i s  repor t .  

-3aymond Rossini w a s  t h e  only committee member with a major d i s s e n t  regarding t h e  com- 
m i t t e e ' s  r epor t .  H i s  ob jec t ion  focused on t h e  committee's recomaendation f o r  an 
Economic Analysis Program. I n  summary, h i s  concerns were a s  fol lows:  

-?nformation c o l l e c t e d  o r  analyzed through the  program may n o t  be use fu l  t o  
ind iv idua l  companies because it would be t o o  general  .... t h a t  is, dea l  wi th  the  
whole region r a t h e r  than t h e  s p e c i f i c  needs of  a p a r t i c u l a r  company. 

-It seems c l e a r  t h a t  economic t r ends  i n  t h e  Twin C i t i e s  p a r a l l e l  n a t i ~ n a l  t rends .  
if t h e r e  is need f o r  information on genera l  t r ends ,  t h e  Twin C i t i e s  should be 
a b l e  t o  u t i l i z e  da ta  and a n a l y s i s  a l ready ava i l ab le .  

-The d a t a  c o l l e c t i o n  proposa l  should be c o s t  j u s t i f i e d  (which it may not  be) and 
should n o t  compete with p r i v a t e  e f f o r t s  t o  provide information. 

M r .  Rossini  thought t h a t  t he  ana lys i s  program's only m e r i t  w a s  t h a t  it might perform 
the  important  funct ion  of showing p u b l i c  concern f o r  bus iness  hea l th .  Hq f e l t  that: 
t h i s  might he achieved more d i r e c t l y  through an expanded e f f o r t  by r ep resen ta t ives  of 
t he  community t o  con tac t  and o f f e r  t e c h n i c a l  a s s i s t a n c e  t o  ind iv idua l  businesses.  

A complete copy of M r .  Ross in i ' s  d i s s e n t  can be obtained from the  C i t i zens  League 
o f f  i c e .  

a 

A s  is always t h e  case  with C i t i zens  League r e p o r t s ,  t h e  work of  this committee could 
not  have been poss ib l e  without  t he  important  p a r t i c i p a t i o n  of a number of  resource 
Persons. We o f f e r  o u r  s i n c e r e  thanks t o  t h e  following persons who ac t ed  a s  resource 

4 persons f o r  ou r  Twin C i t i e s '  economy committee. They a r e  l i s t e d  i n  t h e  o rde r  of 
t h e i r  appearance, and the  t i t l e s  and p o s i t i o n s  shown a r e  t h e  ones they  he ld  a t  t h e  
time they spoke t o  our  committee. 

John Borchert ,  d i r e c t o r ,  Center f o r  Urban and Regional A f f a i r s ,  Univers i ty  o f  
Minnesota. 

John S. Adams, a s s o c i a t e  p ro fes so r ,  Department o f  Geography, Universi ty of  Minnesota. 
Les Boudrot, Metropoli tan Council. 
Robert Bergstrom, research  d i r e c t o r ,  S t .  Paul Chamber of Commerce. 
David Dahl, research  department, Federal  Reserve Bank of Minneapolis. 
John Moon, research  d i r e c t o r ,  Minneapolis Chamber of Commerce. 
Charles  Brown, vice-president  f o r  employee r e l a t i o n s ,  Honeywell, Inc.  
Rudolph Pinola ,  d i r e c t o r  of research  and planning,  Minnesota Department of 

Employment Serv ices .  



Robert Kil leen,  in te rna t iona l  representa t ive ,  United Auto Workers. 
Fred Deming, p res iden t ,  National City Bancorporation. 
James Henderson, professor ,  Department of Economics, University of  Minnesota. 
Robert Jorvig ,  p res iden t ,  Cedar-Riverside Associates. 
Leonard Ramberg, former senior  vice-president ,  Northwestern National Bank of 

Minneapolis, and former member, Metropolitan Airports  Commission. 
Bruce MacLaury, p res iden t ,  Federal Reserve Bank o f  Minneapolis. 
Katherine Gustafson and E l l i s  Ohnstad, Minnesota S t a t e  Planning Agency (and Codunission 

on Minnesota's Future) .  
Richard Wallen, Minnesota Energy Agency. 
Rolland W. Comstock, vice-president ,  communications, Northern S t a t e s  Power Company. 
Donald, vice-president ,  Community Investment Enterpr ises .  J 
Richard Kolkmann, manager, energy forecas t ing ,  Northern S t a t e s  Power Company. 
Dudley J. Russel l ,  t r a f f i c  department, Minneapolis Grain Exchange. 
Raymond Glumack, executive d i r e c t o r ,  Metropolitan Airports  Commission. "- 
Brant Lewis, S t .  Paul CETA (Concentrated Employment and Training Act) Program. 
Joseph S ize r ,  d i r e c t o r ,  environmental planning, Minnesota S t a t e  Planning Agency. 
Orvin L. Olson, d i r e c t o r ,  f inance and i n t e r n a t i o n a l  t r ade  d iv i s ion ,  Minnesota 

Department of Economic Development. 
Anthony Trow, d i r e c t o r ,  i n d u s t r i a l  development d iv i s ion ,  Minnesota Department of 

Economic Development. 
Ronald Way, Minnesota Pol lu t ion  Control Agency. 
Leo Gross, chairman, Minneapolis I n d u s t r i a l  Devehpment Commission. 
Donald Risk, executive d i r e c t o r ,  Minneapolis I n d u s t r i a l  Development Commission. 
Donald Dunshee, d i r e c t o r ,  i n d u s t r i a l  development, S t .  Paul Por t  Authority. 
William McGivern, pub l i c  r e l a t i o n s  d i r e c t o r ,  S t .  Paul Por t  Authority. 
John Thompson, former chairman, and Harold Hursh, s t a f f ,  Bloomington Promotion and 

Development Commission. 
John Ranck, chairman, and Michael Mulrooney, coordinator ,  Coon Rapids Economic 

Development Commission. 
James Heltzer ,  former commissioner, Minnesota Department of  Economic Development. 
Robert H. Peterson, executive d i r e c t o r ,  Powderhorn Development Corporation. 
Charles B u r r i l l ,  metropolitan a rea  d i r e c t o r ,  Minnesota Transportation Department. 
Donald Pater ick ,  executive d i r e c t o r ,  Minnesota Taxpayers Association. 
Ronald Rainey, Minnesota Tax Study Commission. 
S t a t e  Representative W i l l i a m  Kelly, chairman, House Tax Committee. 
Stanley Cowle, Hennepin County Administrator.  
Francis  M. Boddy, former Professor of  Economics , University of  Minnesota. 
Lee A. Vann, commissioner, Minnesota Department of  Economic Development. 
Wilbur Maki, professor ,  Department of Agr icul tura l  and Applied Economics, University 

of Minnesota. 
Robert Hoffman, chairman, physica l  development committee, Metropolitan P,ouncil. 
Henry Rutledge, chairman and chief  executive o f f i c e r ,  Northwest Bancorporation. 
-, professor  o f  Agr icul tura l  and Applied Economics, University of 

Minnesota. 
Daniel Haggerty, executive v ice  p res iden t ,  Northwest Growth Fund. 
Kenneth Rainy, Academy f o r  Contemporary Problems. 
Robert Van Hoef, v ice  pres ident ,  F i r s t  National Bank of S t .  Paul. 
Robert F isher ,  executive v ice  pres ident ,  Data 100 Corporation. 
Mark Anderson, Minnesota Association of  Commerce and Industry. 
Arnold Cohen, a s s i s t a n t  dean, I n s t i t u t e  of  Technology, University of Minnesota. 
William Drake, pres ident ,  Data Card Corporation. 
James Moore, r e s iden t  d i r e c t o r ,  Minnesota Department of ~conomic Development. 
Raymond Warner, professor ,  I n s t i t u t e  of  Technology. 
J i m  Faue, S t .  Paul Por t  Authority. 



THE CITIZENS LEAGUE 

. . . formed i n  1952, i s  an independent, nonpartisan, non-pro f i t ,  educational 
corpora t ion  dedicated t o  improving 1 ocal government and t o  prov id ing  leadershi p 
i n  so l v ing  the complex problems o f  our metropol i t a n  area. 

Volunteer research committees o f  the CITIZENS LEAGUE develop recommendations fo r  
so lu t i ons  t o  pub1 i c  problems a f t e r  months of i n tens i ve  work. 

Over the  years, t he  League's research repor t s  have been among the  most helpfu l  
and r e l i a b l e  sources o f  in format ion for  governmental and c i v i c  leaders, and others 
concerned w i t h  the  problems o f  our  area. .* 

a. 
The League i s  supported by membership dues of i n d i v i d u a l  members and membership 
con t r i bu t i ons  from businesses, foundations, and o ther  organizat ions throughout 

a the metropol i tan area. 

You are i n v i t e d  t o  j o i n  the  League o r ,  if a1 ready a member, i n v i t e  a f r i e n d  t o  
j o i n .  An a p p l i c a t i o n  blank i s  provided fo r  your  convenience on the  reverse side. 

O f f i c e r s  (1 976-77) D i rec to rs  (1  976-77) Past Presi  dents 

President  
Ro l l  i n  Crawford 

Vice Presidents 
Ar thur  Naf ta l  i n  
Jean King 
Ray H. Ha r r i s  
Roger Pal mer 
Francis M. Boddy 

Secretary 
James L . Weaver 

Treasurer 
Wayne H. Olson 

S t a f f  -. 
Executive D i rec to r  

Ted Kol d e r i e  

Associate D i rec to r  
Paul A. G i l  j e  

Members h i p  D i rec to r  
Ca lv in  W. C lark 

Dale E. Be iho f fe r  
W. Andrew Boss 
Barbara Boul ger * 
A l l a n  Boyce 
L loyd Brandt 
Fred C. Cady 
John Cairns 
Eleanor Col born 
Gerald R. D i l l o n  
Joseph L. Easley 
Leo Foley 
David Graven 
V i r g i n i a  Greenman 
Mary E l  1 en G r i  ka 
Verne C. Johnson 
Paul Magnuson 
Harry Neimeyer 
Martha Norton 
Medora Perlman 
Wayne G. Popham 
Rosemary Rockenbach 
John Ro l l  wagen 
A. Kent Shambl i n  
Marcia Town1 ey 
Imogene Tre iche l  
Esther Wattenberg 
Mary Lou W i  1 1 i ams 
John Yngve 

Charles H. Be1 lows 
Francis M. Boddy 
Charles H. Clay 
Wai t e  D. Durfee 
John F. Finn 
Richard J . . F i  tzGeral d 
Walter S. Har r is ,  J r .  
Peter A. Heegaard 
James L. Hetland, Jr. 
Verne C. Johnson 
S tua r t  W. Leck, S r .  
Greer E. Lockhart 
John W. Mooty 
Ar thur  Na f ta l  i n  
Norman L. Newhall , J r .  
Wayne H, 01 son 
L e s l i e  C, Park 
Malcolm G. Pfunder 
James R. P r a t t  
Leonard F. Ramberg 
Char1 es T. S i  1 yerman 
Archi  bal  d Spencer' 
Frank Wal t e r s  
John W. Windhorst 

Research Associates 
Jon Schroeder 
Marqo Stark 
Berry Richards 
W i l l  iam Blazar 



WHAT THE CITIZENS LEAGUE DOES 
-4 major studies are in progress mgularly. 
-Additional studies will begin soon. 
--Each mmmittee works 2% hours per week, normally for 6-10 

months. 
-Annually o m 2 5 0  resource persons made presentations to an 

average of 25 members per session. 
-A fulltime professional staff of 6 pmvldes direct com!nittee 

mistance. 
-An averaoe i n  excess of 100 persons follow commee hear- 

ings wtth summary minutes prepared ? staff. 
3 u l l  repom) jnormally 40-75 pages) are distributad to 1,000- 

3,000 penons, In addition to 3,000 summarlas provided 
through the CL NEWS. , 

CDMMUNITY LEADERSHIP B R W A S T B  
-Minneapolis Commun~ty Leadership Breakfasts are held each 

Tuesday at the Grain Exchange Cafeteria, 7:30-8:30 a.m. from 
September to June. 

--St. Paul Community Leadership Breakfasts ere held on alter- 
nate Thursdays at the Pilot House Restaurant in the Rrst Na- 
tional Bank Bldg., 7:30-8:30 a.m. 

- A n  average of 35 persons attends the 55 breakfasts each year. 
-The breakfast programs attract good news coverage in the 

daily press, radio and, periodically, television. . 

cmtrro LEAQUE MEWS 
-6 pages; published twice monthly, except once a month In 

June, July, August and December; mailed to all members. 
CUWC UFE --Repolts activities of the Citizens League, meetings, publca- 
-4 pages: pllbnm tw~ca. monthly, exospt once a month in 

tions, studies In progress, pending appoinhnents. 
June, july, August and December; avahble to non-member$ d "a l~s i s ,  data and 0eneral background information on publk 
by subscrlptlon. affairs Issues in the Twin CiUes metropolitan area. 

--Includes rm@rlal In CC News omorthan that directly nl l t lng to 
Citizens Lea~ue sdivltles. QUUTION-AND-AWER LUWCHEOW 

--Feature national or local authorities, who respond to questions 
M R l C  AFFAIR8 DIRECTORY from a panel on key public policy issues. 
--A dlreetoryb prepared following even-year Oeneml elections. -Each year several Q 8 A luncheons are held thmu(lh0ut the 

and distribuw to the membership. metropolltan area. 
PUBUC AFFAIR8 
-Members of League study committfte~ have been called on IWwRMAT1(IW 

frequently to pursue Ms work further with govemmenlal or -The League responds to many reguests for inlormation and 
non-governmental agencies. provides spaakers to wmmunlty groups on top la  studied. 

Application for Membership in the CITIZENS LEAGUE 
(C.L. Membership Contributions are Tax Deductible) 

Please check 
lndlv~dual . . . . . . . . . . . .$15.00 l i Contr~but~ng . . . . . . $35.00 and up i 
Farn~ly' $25.00 I I . . . .$30 00 l i Regular student . $ '5.00 
'$25 for larnllirs d(!slrlnq rlnly nnt? cnpv rlf C I  NFWS WIl for Iwn spnaratc! rnanltnls 

First vear's 011f:s er1r:losed 

Name 
Address Tel ephone 

Z ip  Code 
Your employer P o s i t i o n  
Employer' s address Z ip  Code 
Tel ephone Spouse ' s name 

I f  f a m i l y  membership, please f i l l  i n  the f o l l o w i n g :  
Spouse's employer P o s i t i o n  
Employer' s address Z ip  Code 
Telephone Send mai 1 t o :  Home Business 
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