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STATE OF MINNESOTA

Olfice Memorandum

TO Governor Rudy Perpich DATE: February 21, 1978

FROM Bob Goff, Director
Governor's Task Force on
Waste and Mismanagement

PHONE: 0644

SUBJECT: Allegations of Mismanagement in the
Minnesota Department of Economic
Development

This report is in response to your request that the Governor's Task
Force provide you with a factual explanation of the allegations con
cerning the Department of Economic Development which were submitted
to your office and reported by the press. (See Appendix, Exhibits
Al and A2.) Throughout this study, the cooperation of both the
Commissioner and department employees was excellent.

In the course of its investigation, the Task Force conducted extensive
interviews with present and former Department of Economice Development
employees, legislators, members of the departmental advisory committee,
and other individuals who have knowledge of the department. We have
assured the people we interviewed that thei~ anonymity will be respected
in so far as possible. In view of the departmental audit prepared by
the accounting firm of Haskins and Sells, the Task Force limited its
study primarily to allegations concerning management as opposed to
fiscal matters. It has been our objective to supply documentation
when possible and defer judgment as to fault and degree of significance
to others. We have attempted to avoid reporting on allegations when
we could not supply written documentation or when an allegation was
not thoroughly substantiated by the interviews.

Although individually some of these allegations seem to have minor
significance, when grouped into categories they represent a pattern
of management problems. The four categories are:

A. Morale problems

B. Legislative relations

C. Noncompliance with state procedures and/or questionable
use of state funds

D. Other allegations

The balance of this report is divided into two parts. Part one is
a summary of our findings in each category. Part two contains more
detail for each category. We have included comments by' Commissioner
Vann, who has had an opportunity to study and react to this document
prior to its submission to you.

This document is made available electronically by the Minnesota Legislative Reference Library 
as part of an ongoing digital archiving project. http://www.leg.state.mn.us/lrl/lrl.asp 
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Part I Summary of Investigation

A. Morale

Our interviews with past and present employees revealed a serious and
pervasive morale problem in the department. Out of the 33 present
employees interviewed, 28 indicated that the morale was "very bad,"
while five said morale was "average" or "good." Out of the 18 employees
who terminated since December 1, 1975, the ten employees interviewed
all said morale was "very bad." Although it is impossible to assign
blame, the fact is clear that there has been an extremely bad morale
problem in the department.

B. Legislative Relations

There is evidence of strained relations between the Commissioner and
legislators as early as June, 1976, when the Chairman of the Senate
Finance Committee, Norbert Arnold, issued a report and press release
critical of Department of Economic Development procedures.

For whatever reason, legislators' opposition to the department's budget
have been personalized around Lee Vann. Despite recent efforts by the
department, our conversations with legislators on key Senate and House
committees revealed no change in this situation.

C. Noncompliance with State Procedures and/or Questionable Use of
State Funds

The Task Force employed the firm of Haskins and Sells to prepare a
fiscal audit of the department's financial activities from December 1,
1975 to December 31, 1977.

The audit disclosed no major fiscal irregularities. Transactions
highlighted by auditors evidence the confusion which exists surrounding
the department's special status regarding the competitive bidding
requirements of M.S. 16. Legislative action may be necessary to
remedy this kind of "grey" authority area.

Allegations which went beyond the scope of the audit are also discussed
in this section.

D. Other Allegations

No proof was found that the Commissioner used his office or its
equipment for personal business purposes. We found no evidence
of abuse of the Department Head Expense Account. We found that
the allegations of violation of Executive Order 142 (preventing
officials from receiving any compensation, reward, or gift with
a monetary value greater than $5) preceded issuance of the
Executive Order.
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E. Other Interviews

The Task Force, at Commissioner Vann's request, spoke to 15 of the 21
members of the Commissioner's Advisory Committee. Since Vann became
Commissioner, he has held four meetings with the Advisory Committee.
The law requiring the Advisory Committee to meet no less than four times
a year was repealed during the 1976 legislative session.

A majority of the committee members interviewed said that the Commissioner
has a lot of good ideas, is a good speaker and should be retained as
Commissioner. Four members had varying opinions such as Vann is not a
good administrator, is not a good listener, is anti-labor, and probably
tries to be too much of a "one man show." One member stated that meeting
notices were too short and he was unable to attend.

Comm~nt by Comm~~~on~ Vann:

Th~ Comm~~~on~' ~ Adv~ofT..Y Comm-U.t~~ ~ a mo~.t vae.u.a.b.e.~ ~n~.tJwm~n.t•• •no.t
jl.L6.t dl.J.Jt..-.Lng .th~ :two .to nOM m~e.ting~ no!T..ma.il..y cctU.~d ~ach yM!T.., bld on a
day-:to-day bM~. Many 06 .th~ c.ommU.t~~ m~beJt4 M~ c.o~uLt~d wUh on
vMy~ng ~ubj~ca .that peJLta.,i.n .to a.U 6ac.e..t-~ 06 .th~ V~pM:tm~nt On Ec.ono~c

V~vetopm~nt op~~. S~c~ W ~nc.~ption ~ 1949, .th~ adv~ofT..y gfT..OUp
l.L6ua1.f.y hM ma :two .to 60M Wnu annu.ctU.y, d~p~ncUng on c.hcUJunan and
c.omm~~~on~' ~ du~u. P~ona..e. contac.:t ~ome.timu hM b~m mofT..~ 6fT..~qu~n:t

:than o.th~ y~; .t~ new~ m~e.ting~ hav~ b~m fT..~q~~d ~n ~om~ c..Utc.u.m~:ta.nc.u.

Th~ Adv~ofT..Y CommU.t~~ aca on1'..y ~n an adv~OfT..Y OfT.. cou~eU..ng capac.Uy.
V~w~~ and fT..~po~~bili.:ty ~:tLe1. fT..u.t wlih :th~ Com~~~on~ by law.
Reta.Uv~ :to p~ cU~, .t~ hM p~hap~ b~~n an ov~J..gh:t and ~ undeJL
fuCI.L6~~on. CO!T..!T..~c:tJ..on will b~ 60fT..w:vu:Ung.

We were only able to contact four of the six Regional Tourism Council
Presidents. Three said they were displeas~d with Vann's use of dis
cretionary funds. According to them, he has withheld monies made avail
able by the Legislature. One said creativity is Vann's greatest strength,
and with an adequate budget he would do better.

Comm~nt by Comm~~~oneJr. Vann:

MJ..nne.6o.ta. R~g~onal Toe.vvL6m CouncU hM no cU!T..~c.:t fT..e1.atio~hJ..p wUh :th~
V~pM:tm~nt On Econom~ V~vetopm~nt, o.theJL .than bung a pM:tJ..upant J..n
.toe.vvL6m ma:tchJ..ng g!T..a~ wh~n .th~y hav~ b~~n avaJ..1abl~. IncU!T..~c:tty,.t~

p!T..J..va:t~ ~ ~c.:tofT.. gfT..OUp hM b~~n cou~et~d wah a.emo~.t 0 n a mon:thly bM~,

fT..eta.Uv~ .to .to~m adveJr.:t.L6~ng and pfT..omotional p.e.a.~ and joJ..nt OpeJLa.UOYlJ.l
(L~ • .t!T..avet ~how~, co-op adv~J..ng and pfT..omotion, ac.)

One individual at the National Association of State Development Agencies
in Washington, D.C., said Vann is "highly regarded" by his associates
in other states and he personally feels Vann to be the best Commissioner
Minnesota has had.
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Comment by Comm~~~on~ Vann:

In my le;t:tvc. 06 Jt~ign.a..tion :to GoveJtnoJt Pvc.pJ.c.h, I :told Mm :tha:t no:tMng
~pJtopvc. WM done and :that. aU money WM ~pent ~n :the. b~:t ~n:tvc.~:t 00
M~nn~o:ta. Thi¢ JtepoJt:t and :the au~ Qono~ wha:t I :told :the Govvc.noJt.

In OWL v~ew, MJt. GOn6' ~ TMk FOJtQe Qonduaed a 6uU and oMJt ~nv~tiga.ti.on.

We only hope :tha:t ~ome. valuable. pub.e.J.c. pWLpO.oe. ha..6 be.en ~eJt.ve.d by U. .

WUh JtegaJtd :to ~ ~e.c.:ti..on, U ~ obv~ol.L6ly pJtomp:te.d by a peJt..6on oJt peJt..60~

who Me. de6e.M~ve., angJty, depJt~~ed and J..JuU..ta;ted•• •and :th~e. Me. 6Jtequent
and na:tuJtd1.. Jte.a~oM :to MA.:tiwm. We. have. le:t OUlt people ai.way~ know
wh~e. :the.y ~:tand, explo~ng wah :them way~ :to do a beftvc. job, :to he.R.p fWn
oJt hvc. :to Qhang e. ~n oJtdvc. :to aQ~eve ~pec.i6~ed pvc.60Jr.manQe. leve.l6. Many
fue.o OWL Q~wm ha..o bee.n n~, ope.n and QleM••. and M a Jt~u..U many
fue.o angvc. ~ :the. Jt~uU.

Many 06 my pJtede.Q~~OM had moJr.e. peJt..6onaR. Jte.futiOMMp~ wUh ~ome. 06 OUlt
QUMent ~:tat}6 (1 am knowle.dgeable. 06 :thU be.Q~e. 06 my M~oc.iation wUh
:the. depaJr.tme.nt ~~n.c..e. :the. yeM 1949; :thJtough JteR.a:ted ac.:ti..vili~, M a memb~

06 :the. adv~oJr.Y Qomm~~~on and M a pM6~~~0n.a..e age.nQY head Mlted :to adv~e.

and QOt.+MeR. on pubUQ Jte.R.a.U...OM a~vm~.) A~ announQed :to OUlt ~:ta66

when 1 :took 066~Qe. Vec.emb~ 1, 1975, my M~oc.iation wLth :them ha..o be.en a
v~y pMt}~~~On.a..e, bl.L6~n~~ JtdaUOMMp. 1 ~Md 1 would op~e. :the.
de.paJt:tme.nt moJte. like a bu.o~~~, and no:t M a de.paJr.tme.nt 00 ~:ta:te.

govvc.nme.nt. I be.lie.ve. we have. aae.d pJtot}~~~onaR. in e.vvc.y ~e.Me. at}
:the. woJtd and 1 be.Ue.ve. :the. bu.o~n~~ QommunUy we. ~vc.ve will a:t:t~:t :to
:tha:t. Bo:th govvc.nOM AndeJt..6on and P~p~Qh have. Mfteded me. :to JteoJtga.uze
:the. Ve.paJr..tme.nt 00 EQonom~Q Veve.R.opme.n:t. AI.> Qha.ng~ Me. made., op~naR.
me:thod.o Jtev~e.d, and pe.Jtha.p~ ~ome. poUtiMR. pJtom.{..6~ no:t kep:t, pe.Jthap~

one Qan e.xpe.d :the. :type. 06 un60unde.d ~wm wlUQh appe.aM ~n :t1UA
dOQument. The Jt~POM~ :to eaQh at} :the. a1.l.egatioM w.<...U. ~pe.ak 60Jt
:them~ eR.v~ •

Part II Detail of the Allegations Investigation

A. Morale

We understand that you, as Governor, have'a strong commitment. to a manage
ment style of delegating authority and responsibility to the managers of
state government. At the same time, however, we understand your deep
commitment to the healthy morale and well-being of all state employees.
The Department of Economic Development is in some ways unique to state
government. Its results are often difficult to measure, and its
statutory responsibilities are relatively nonspecific. For these
reasons, its success is dependent upon the talent and creativity of
its employees, effective leadership, and good morale.
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Our interviews with past and present employees revealed a serious and
pervasive morale problem in the department. Out of 33 present employees
interviewed, 28 indicated that morale W9-S "very bad," while five said
morale was "average" or "good." Out of the 18 employees who terminated
since December 1, 1975, the ten employees interviewed all said that
morale was "very bad." The following are quotes from our interviews
which best represent the vast majority of employee opinions concerning
the morale problem:

"At this point now I think we've really hit rock bottom.
I personally feel this way. We are just not going any place.
We're sort of sitting back and not having any initiative, no
imagination. In fact, we really don't have any programs that
I can see."

"In the last two years the department in my estimation
has deteriorated tremendously because there is no planning
and basically in my estimation there hasn't been a whole
lot of leadership. There's been a lot of indecisiveness
and because of that motivation is stifled, creativity is
stifled."

"We have a lot of talented and dedicated people at
the department whose energy and skills are being squandered."

"There is no plan••• We have attempted in our division
to provide direction and help. Many documents I have sent
to him (Vann) to this day I have never even gotten a com
mentary back on them much less know that he has ever
received them and/or read them."

"To be really honest with you, I do not feel that I am
earning my keep ••• if the situation remains as it is, it is
more likely I will be leaving for the simple reason that I
have to look in the mirror every morning ••• "

"I feel that communication up and down is poor. I
think this is probably the most serious impediment to morale.
Employees don't feel they are participating to the extent
possible.!.I think it's been rejection. You go to the well
a few times and you know if there is no water ••• "

The causes of the morale problem most frequently mentioned by the
employees were lack of planning, program, and communication. A
common complaint was that it was difficult to carry out projects
because of frequent changes in direction. Examples include false
starts on tourism and industrial development conferences, reverse
investment and trade mission trips, and reorganization plans.
Although it is impossible to assign blame, the fact is clear tliat
there has been 'an extremely bad morale problem in the department.
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CommL6.6ioneJt Va.nn c.omme.n-U:

Sta66 me.wng.6 have. be.en he.hi peJtJ..ocUc.aLe.tj wah eLtheJt .the. CommL6.6J..onvr.
Oft Ve.p£Lty pfte..6icUng. By de..6J..gn .the. Ve.p£Lty ha..6 ma.nage.d mo.6.t 06 .the..6e.
.the. pM.t ye.a.Jt, .6inc.e. a. .6 Y.6.te.m 06 WJU.:tte.n mo n.the.y fte.poJt-t6 ha..6 be.e.n
e..6tabU.6he.d 60ft cUvL6J..on he.a.d.6. AlAo dJ..vJ...6ion hea.d.6 have. da.Le.y c.on
tac..t wUh CommL6.6ionvr., M.6J...6tan.t CommL6.6J..onvr. a.nd/Oft .the.-Ve.p£Lty.
Tn a. .6ma1.1. de.pa.Jt:tme.n.t .6uc.h M .the. Ve.pMtme.n.t 06 Ec.onomic. Ve.ve.lopme.n.t
.thJ...6 a.ppe.a.M .to be. ope.tr.a.ti.ng .6a..tL6 6a.c..towy.

We. be.lie.ve. .the. TMk. FoJtc.e. M.6e..6.6me.n.t .to be. a.c.c.uJi.a..:te. wah fte..6Pe.c..t .to
e.mploye.e. moJta.le.. Bo.th gove/moM Ande.Mon a.nd Pvr.p.i.c.h Me. a.w::vr.e. 06
.the.J..Jt in.6.tJtucilon.6 .to U.6 .to c.lea.n up .the. de.pMtme.nt, e..e.-<..mina.te. .the.
poLLt<..c.a.l ha.c.k..6, a.nd de.ve.lop a. vJ..a.be.e. a.ge.nc.y pJtOgltam. Whe.n a. de.pa.Jtt
me.n.t 06 .6.ta.te. mu.6.t go .tMough thW kind 06 c.hange. U J...6 Jta.Jte.ly a.
happy e.xpeJtJ..e.nc.e.. Thvr.e. wa..6 Jte..6J...6tanc.e. .to c.ha.nge. 6ftom .the. .6taJtt.
FOft the. mo.6.t pa.Jtt, .the. fte.Oftga.Mza.tion a.nd clean-up ha..6 be.e.n a.c.c.ompW he.d.

B. Legislative Relations

There is evidence of strained relations between the Commissioner and
legislators as early as June, 1976, when the Chairman of the Senate
Finance Committee issued a report and press release critical of the
Department" of Economic Development procedures. (See Appendix, Exhibits
Bl and B2.) Senator Norbert Arnold said, "These abuses of established
procedures cannot be tolerated. I believe a complete audit of the
Department of Economic Development is now required to determine if
these are isolated instances or if they are a part of a pattern of
evasion of required financial controls within the department."

On March 22, 1977, the Chairman of the Senate Subcommittee of Economic
Development, Senator John Milton, challenged the Commissioner's state
ments regarding creation of new jobs in Minnesota. (See Appendix,
Exhibit B3.) Senator Milton wrote, "I am most displeased by what
ever erroneous impressions you have created throughout the state with
this apparent misuse of data, particularly with the business community.
I am asking you for an immediate clarification of this and a public
statement to the contrary if, in fact, such a disparity exists."
Former Senator Milton informed the Task Force that he did not receive
any response (to his letter) from the Commissioner.

On March 28, 1977, the Senate Subcommittee on Economic Development
met with sznators Milton, Kleinbaum, Purfeerst, Staples, and Willet
in attendance. According to the minutes of that meeting, "Senator
Milton called the meeting to order at 8:10 a.m. He announced that
S. F. 675 (Kleinbaum), providing grants to community development
corporations would be heard." During the meeting, "Senator Purfeerst
stated that he was appalled that the Department of Economic Development
had not even shown up at the meeting to answer questions about cutting
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the program, and felt that they were being irresponsive and rude regard
ing the Legislature's endeavors in the fields of economic development."
Later, according to the minutes, "Senator Purfeerst then moved that
the Senate Counsel prepare a resolution calling for the resignation of
the Commissioner of the Department of Economic Development ," Lee Vann.
MOTION CARRIED." (See Appendix, Exhibit B4.) At the subsequent sub
committee meeting on March 30, 1977, Senator Purfeerst moved that the
resolution be laid on the table "until such time, if ever, that it
was again needed. Senator Laufenberger thanked Senator Purfeerst for
his motion to lay the resolution on the table. He indicated that
there had been a breakdown in communication between the Department of
Economic Development and the Legislature and he admonished the depart
ment for not monitoring the subcommittee hearings." (See Appendix,
Exhibit B5.)

One of the specific allegations in the memorandum recently submitted
to the Governor's Office stated that the department's biennial report
to the Governor and the Legislature, which was due November 15, 1976,
pursuant to M.S. 1976, 362.15, has not been completed to this date.
Senate Counsel, Pater Wattson, confirmed to the Task Force that the
report had not been received by the Legislature.

The most recent problem concerning legislative relations focuses on
a Department of Economice Development report dated September 1,- 1977,
titled A Special Report, An Overview of Minnesota's Tourism Industry.

Our interviews with all Department of Economic Development employees
who were involved with the production of this report substantiated
the allegation in the memorandum to your office that at the direction
of the Commissioner this duplication of a New York State report "was
prepared under an extremely tight time schedule."

On September 19, 1977, the Director of the Department of Economic
Development's Research Division, James Moore, sent a memorandum to
the Commissioner stating, "In preparing the materials for this report",
we simply duplicated the New York report whenever possible as per
your instructions. Due to the short time we had to put it together,
we accepted all of their (New York State) materials at face value.
We have since had time to look at the materials and date sources more
closely and discovered some clearly erroneous material which I felt
should be brought to your attention." (See Appendix, Exhibit B6.)

According to the legislators we contacted, the Commissioner used the
tourism report in at least three meetings with legislators subsequent
to the September 19 memo from Moore. The meeting included an October
12 meeting of the House Subcommittee on Economic Development, an
October 13 meeting with senators Willet and Borden, and a November 8
meeting of the Senate Subcomittee on Economic Development.
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Comm~~~on~ Vann comme~:

WUJUn ~even day~ On .the Jtecup.t On MooJte'.o memo On Sep.tem6eJt 19,1977,
he WM Mked .to veJUnY oJt Jtebu.t .the da.ta. in .the f,:tu.dy, and.to check
wi.:th Co~wn~ Behav~oJt, Inc• .to de.teJtm~ne .the va.LU:U:ty On .the. da:ta.
tL6e.d. A61..de nJtom .the. chaJr.gu and a.llega.tionli, MJt. MooJte. hM ne.v~

Jtuponde.d .to my Jte.quu.t.

Ade.qua.te. and accUJta.te. compMative. .tou.Jr.J.A.t/:tJw..vel da:ta. ~ ne.aJtf.y
-impo~~~b!.e. .to ob.tMn due. .to .the. vaJUa;Uo~ ~n ~ta.:te. Jte.poJr.:Ung and
budg eting ~ y~.tem~• OM We.n.t wUh .the. Ov ~v~eJJJ (.QL6 .to dupUca.te.
New YoJtk' ~ u:oJtk e.x.ac.:tty ~o M no.t .to ~e. quu.:Uo~ on Jtue.aJtch
.techMque.. The nad .tlta..t ~ome. da:ta. ~ quu.:Uonable ~ no ~MPWe.

a.t aU.

The. Ve.paJL:bne.n.t ha.o Jtequu.ted Jtuect.'l.ch nun~ ~unn~ue.n.t .to ge.ne.Jta.te.
a.dequa.te. ~noJtmation eve.Jty ~u~~on ~~nce. T.967. The Le.g~.e.a.tu/'l.e. ha.o
ne.v~ appJtoptia.te.d .them. The. ne.ed ~:UU ~u. Eve.n ~n we. had .the.
nund6 .the.Jte. ~ a quu.:Uon M :to ouJt abJ...lliy .to do .the. Jte.quJ.Jr.ed Jtue.cL-'l.ch
wU~n .the depaJL:bne.n.t. OuU~de. e.xpeJr.tJA e. would ~:UU be ne.ede.d.

Va:ta. tL6e.d (.QL6, in mo~.t CMU, nJtom nationally Jte.cogJUze.d ~olLJtCU,

.the. ~a.me. ~OMCU and numb~ tL6e.d by e.v~y o.the.Jt ~.ta.te. noJt compMative.
pMpO~U. OM Jtue.aJtch pe.ople. can onn~ no:t~ng bette.Jt a.t .the. pJtuen:t
me..

It was not until December 21, 1977, the day the Task Force informed the
Commissioner that our investigation was in progress, that the Commissioner
wrote to Mr. Joe Pernica, President of Consumer Behavior, Inc., the firm
that participated in the preparation of the New York study, seeking a
response to the Moore memo dated three months earlier. (See Appendix,
Exhibit B7.) Mr. Pernica, in his response to the Commissioner dated
December 29, 1977, confirmed that the report contained erroneous data.
(See Appendix, Exhibits B8.)

In an attempt to acquire an objective evaluation of the data in the
report from an outside expert, the Task Force contacted Dr. Ue1 Blank,
Professor and Extension Resource Economist at the University of Minnesota.
Dr. Blank, in his letter to the Task Force dated January 9, 1978, said
that although he agreed in general with the repores message, he found
some data "troublesome, and probably inaccurate." (See Appendix,
Exhibit B9.)

Comm~.o~one.Jt Vann comme.~:

Ov e,,'l.V~ew"£i M~nnuo:ta Tou.Jr.J.Am I ndtL6tJl.l co~ OM mo~.t up-.to -da..te.
Cl.Citii, M pJtepaJte.d by .the. VepaJl.tme.n:t 0 Econom~c Ve.ve.lopme.n.t. An:te.Jt
pJte.pa.Jta.:t,[on On .the. Jte.poJt:t, Rue.ClI'l.ch V-Ur.e.c:toJt adv~e.d me. On w ccn
ce.Jtn with c~ da.:ta. and ~nnoJtmation pJtov~de.dby u.s. TJtavel Va.:ta.
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CenteJt (memo SeptembeJt 19, 1977). He Wa.!.> a.!.>ked to "c.hec.k-a-out"
(memo SeptembeJt 27, f977) and M 06 tflJA date (Janu.aJr.y 9, 1978) we
Me a..t.tempting and yet to deteJtm-ine what the c.oMed n-<-gMe-6 Me
(-i6 the one..o -in the J1.epoJr:t Me not c.oMed.) COn6CLme.Jr. Beha.v-<-OJ1., Inc..,
New YOJ1.k, who pJ1.epevr.ed the -6wcfY10J1. New YOJ1.k (u.oed M a gu-ide to
the M-inne..oo.ta. -6wdy) now 6ed mOJ1.e ac.c.Ma..te, up-to-date -in60J1.ma.tion
may be ava.U.a.ble. (At.the:tUne the New YOJ1.k -6wdL{ WaJ.> J1.ev-iewed,
we 60und no J1.eMon to qu.e.6tion m lteaLi..a.b-<-.e.Uy.) When OM Re..oe.aJtc.h
V-iv-iA-ion PJ1.ov-ide..o mOJ1.e up-to-date -in60Juna.tion, ouJr. addendum to the
J1.epoJr:t will be -i.-6-6ued. (Some pJ1.eUm-inaJ1.Y -6uJr.vey 6.{.guJr.e..o now undeJr.
fu c.U-6-6-ion may weft pJ1.ov-ide an6weJt to pM b.e.em.) At no time ha.ve I
OJ1. any otheJt membeJr.-6 06 the VepaJL.tment 06 Ec.onom-ic. Vevdopment, to
the be..ot 06 my knowledge, eve!1. will6uUy W6ed OJ1. pJ1.epevr.ed eJr)r.oneoU-6
6.{.gMe..o -in ouJr. depaJttment ma..teJUa.l6. Methodolog y 06 One. tOCLt'U¢m
J1.epoJr.ting -6Y-6tem veJr.-6U-6 anotheJt haJ.> a.f.Way-6 been a: pJ1.0 b.f..em -in the
J1.e..o eevr.c.hl~wdtj 6-ield. We Me c.on6.ta.nt.e.y :t!l.y-ing to c.ompMe apple..o
wLth apple..o and not apple..o wLth oJr.a.nge..o when mak-i.ng c.ompaJ1.-Won6.
Th-W -i.-6 an Mgumen.t ouJr. Re..oeMc.h V-iv-i.-6-<-On hM 60und mel6••• to
the po-int (liheJr.e we have thJr.ea..tened to do away wLth -inte!1.na.l J1.e..oeMc.h
and puJr.c.haJ.> e outo-ide -6 e.Jr.v-ic.e..o •

For whatever reason, legislators' opposition to the department's budget
have been personalized around Lee Vann. Despite recent efforts by the
department, our conversations with legislators on key Senate and House
committees revealed no change in this situation.

C. Noncompliance with State Procedures and/or Questionable Use of State
Funds

Many of the alleged fiscal irregularities have been covered by the fiscal
audit prepared by the accounting firm of Haskins and Sells; however, the
following items "are beyond the scope of the audit.

1. The memorandum submitted to the Governor's Office alleged
that although the Legislature in 1975 appropriated $150,000
for two publications, the Department of Economic Development
only produced one. (See Appendix, Exhibit Cl.) The "state
wide pictorial guide" (also called "lure" book) was produced
with the title Let Minnesota Bring Out the Voyageur in You.
According to our interviews with past and present employees,
the Commissioner cancelled production of the "statewide
vacation guide" required by the 1975 law although the staff
had devoted hundreds of hours to compilation of the information
for the guide. Department financial records show that most of
the $150,000 appropriation was spent on production of the
"lure" book.
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Commih~~on~ V~nn eomme~;

The euJtJl.ent ~:ta;te .twz.e book. hM been ~djudged -the bu-t pub.ue.~n 06 Lt~

und -the ~:ta;te hM ev~ Md••• ~nd Mv~g bee.n ~nvo'"lV'eCI ~~nc.e 1949, r o.:ttu-t
-to -t~. CeJl-taJ.n pM-t pJtoeeduJr..u w~e ehange.d -to ~eeompwh. -thL6 ~nd any
depMfuJte 6JtOm -the. pM-t ~ee.m6 -to up~ct OM fu~enteM.. The. ehangu m~de.
Mve pJtoven -to be ~ -the ~~e.' ~ bu-t ~nteJte-6:t6, M pl~nned.

Re.la.Uve -to b~d~ng pJtoee.du.Jtu, ~n ~wy~ih 06 OM l~ CAe.a..Ung OM depM-t
ment w-LU po~nt ou.-t PJtop~ pJtOc.edMU weJte 60Uowed. r be.lieve -the VepM-t
ment 06 A~~on ~n.d Ve.pM-tment 06 F~Mnee w~e bo-th awaJte 06 OM
pJtOc.u~ and bo-th ~ppJtove.d -the. e.xpe.nditu.Jte M ih Jte.q~ed..

2. According to the ~llegations subimitted to the Governor's
Office, an Economic Summit Conference was planned for December
of 1976 but because of improper planning and erroneous assump
tions regarding attendance, it had to be cancelled. The Task
Force was able to secure documents, including a press release,
a letter reserving the St. Paul Civic Center, and a tentative
program for the conference. (See Appendix, Exhibits C2, C3,
and C4.) The department expected 10,000 people to attend.

In preparation for the conference, 10,100 copies of a report.
titled Minnesota Perspective 1990 and 16,540 copies of the
December, 1976, issue of Minnesota Industrial Development
News were ordered and paid for. (See Appendix, Exhibits C5
and C6.) An additional $17,262.82 was paid to advertise the
conference. (See Appendix, .Exhibits C7 andC8.)

As alleged in the memorandum to the Gov~rnor's Office, the
conference was cancelled one week before it was to occur.
(See Appendix, Exhibit C9.) Through our interviews with the
Department of Economic Development employees and as indicated
in the attached memorandum, (See Appendix, Exhibits C10 and
C11) we have learned that 10,100 copies of Perspective 1990
were later destroyed.

Com~~~on~ V~n eomme~:

The Ec.ono~e Ve.velopmen-t SummU Con6~enee Loo...6 one 06 -the bu-t p£.a.nne.d
e.v~ ~n -the lM-t two y~. 1-t WM eoneuved M -the Mg~ng 06 Se.nMoJt
Humplvtey who -told NASVA membeM ~n WM~g-ton -tha.:t IU.-6 Jo-i.n-t Ec.onom-i.e
CommLttee eou1.d no-t pJtoduee ~ polic.y 60Jt -the u.s. un:tU. Mc.h 06 -the. 50
~~u had one. Togcth~ wUh b~-i.ltu.6, -i.nd~-tJty, fuboJt, b~nung, ~gJz1.

c.uUwz.e, edu.c.a.ti..on, cte., a :fJAxJ-d~y ~~ eon6~enee Loo...6 c.oneuved.
C~ ~:ta;te. and 6ed~ ~e.ney c.omm~e.~ wehe no-t l-tved 'up -to;
c.eJLta-.i.n pJz1.vMe. ~edoJt c.omm~e~ d-i.d no-t oc.c.Ult.; c.~n devwpmen.-t,
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planning, adveJt:tL6ing and pJtomo:Uona..f. monie-o -6pent on .the pJtogJta.m wen.e
loI.:J.t, M .the pJtogJta.m had .to be e..ane..eUed. The idea. - .the e..one..ep.t - I.:J;UU
good and one day will be implemented. 1.t Wa.!.:J a beu;ine-oI.:J dewion :to
deve.f.op .the pJtogJta.m and a br.L6ine-oI.:J deWion .to e..ane..el U. Uk.e l.:Jome
beu;,[ne-oI.:J dewioM, loI.:JI.:J e-o Me 1.:Jr.L6.ta.1.ned•• •me .the le.gi!.:J.e.a.:Uve lNI.:J
06 $100,000 on Fa.Jtm6e-o.t. Bu:t doe-o Urnea.n we l.:J:top - don'.t do any.th.-Lng
.tha.:t migh.t e..OI.:J.t U!.:J rna ney? Wha.:t i6 .the e..on6en.ene..e had been l.:Jue..e..e-o.6 6ut?

. No--we. will.tJty aga..-Ln l.:Jome.day. (Ve.ta.i.e.!.:J On .thi!.:J pJtojec...t Me .too nu.meJtoU6
.to lli.t in WJl1.:Un.g - lOOutd be pleMed .to fue..U!.:J~ wUft e..ommU.tee in I.:JO
de-oiJted. )

3. According to the ailegations submitted to the Governor's
Office, the department in 1976 supplied spec~ally ordered'
color separations to Maddens Lodge of Brainerd, Minnesota
for use on the resort's Christmas card. The Task Force
was able to secure a purchase order and invoice for duplicate
color separations in the amount of $75.50. (See Appendix,
Exhibits C12 and C13.) Although the Task Force was unable
to discuss this matter with the management of Maddens Lodge,
our interviews with the Department of Economic Development
employees involved and our response from the Deputy Commissioner
verified that the separations were prepared at the request of
the Commissioner for Maddens Lodge. The Commissioner also
stated this to be true in our meeting with him. The practice
of purchasing separations at extra cost to the state for a
private business is contrary to state procedures.

Commi!.:Jl.:Jionen. Vann e..omme.n.t!.:J:

Vann hM been "gue-o.t" On MaddeM wheneven. he l.:J.ta.yed .then.e, l.:Jine..e 1954.
(Aga..-Ln, M l.:J.ta.:ted e.l!.:Jewhen.e., no.t unr.L6u.a..f. ge-o.tu.Jte in .thti indU6.tJty.)
Relative .to e..omme.n.t on e..oloJt l.:Je.pa.Jta.tion!.:J, .the Vepa.Jt:bnent On Ee..onornic..
Veve..f.opment hM been pJtovicUng U!.:Je On e..oloJt l.:Jepa.Jta..tWn!.:J :to anyone
pJtomoting Minne-oom. The Madde.n!.:J e-opee..ia.Uy have given mue..h 6Jtee
:U.me .to Minne-oo.ta. l.:J.ta.:te e..ommi!.:Jl.:Jion!.:J, de..., and wen.e. mol.:J.t we.ec..ome .to
r.L6e OM ma..teJU.a..U. They o6nen.ed.to JteimbuMe. l.:J.ta.:te i6 .then.e Wa.!.:J
any e.xpen!.:Je. 1 ~ no.t awaJte any e..on.tJtoveJtJ.:,y e.xi!.:J.ted hen.e.. The
PubUc..Uy and PubUe..a.:tion!.:J Mana.geJt hM no a.u..thoJtliy .to Jte6r.L6e .to l.:Jign
pMe..ha.!.:J e oJtde!t!.:J. Thi!.:J £.lXv.S .the Cornrn1.!.:Jl.:JioneJL ' I.:J de.wion. 16 any monie-o
Me due .the 1.:J.ta..te., appJtopJtia..te ac..tion w<.U be mk.e.n.

4. One of the allegations is that the Commissioner gave
state-owned flags from his office to his friend Chum
Bohr. In a telephone conversation with a Task Force
member, Mr. Bohr stated that the flags were, in fact,
hanging in his home.
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Rules and regulations regarding disposition of surplus property,
such as these two flags, are specifically covered in Surplus
Personal Property Management Policy and Procedures Manual issued
by the Department of Administration. Specific direction is given
in 76-410 (B), 76-430 (A) and 76-605 (A). (See Appendix,
Exhibits C16, C17, and CIS.)

* Comm~~ion~ Vann eomm~:

Vann ai.wa.tj~ maJ..ntai~ 6ile 06 1/4 page x~ox map~ 06 Jr.otLte :to home and/oJr.
eabin, ~inee bo:th aJt.e .toea..ted in unu.1lua!. aJt.eM. FJr.om :thne-:to-:thne bMin~~

Ml:'oc.ia:t~, 066iee peMonnel, oJr.ien~, e:te., have oeeMion :to ge:t :toge:th~
wi:th Vann and :thM Jr.eM0n 60 Jr. maintaining dIJt.ec..:Uo n map~. (AlA 0 Vann .
bJr.ought in a c.Me 00 x~ox pap~ when :ta.fU.ng o66ic.e.) .

5. The allegation submitted to the Governor's Office regarding
the remodeling of the department's tourist information center
in 1976 is also mentioned in the staff report to Senator
Arnold. (See Appendix, Exhibit Bl.)

A senior buyer in the Procurement Division of the Department
of Administration, in an interview with the Task Force,
said that the remodeling could have been accomplished less
expensively and with.better quality merchandise if normal
bidding procedures had been followed. However, as indicated
in the attached memorandum, an emergency was declared at the
request of the Commissioner to avoid the delays in the normal
bid process. (See Appendix, Exhibits C19 and C20.)

D. Other Allegations

A number of issues raised in the memorandum to your office concern "grey"
areas in state rules or could not be fully documented.

1. The memorandum charges that the Commissioner used a state file
cabinet and photocopy machine for personal matters and that he
failed to report vacation time when he was away from the office
on personal business. Except for the fact that the Commissioner
told us he does keep some personal records in a file cabinet in
his office, we found no proof of these allegations.

2. We found a bill for $271.96 from Mr. Anthony's Restaurant for
a staff going away party which was paid from the Commissioner's
Department Head Expense Fund. While this is a substantial
amount of money, the guidelines on the use of the Department
Head Expense Funds might be interpreted to permit this type of
expenditure. The Department of Finance memo to all department
heads dated December 29, 1975, reads in part, "The Department
Head Expense Account may be used to pay for ••• coffee and cake
for presenting service awards, for honoring retiring employees,
or similar events that affect employee morale."

* Commissioner Vann's comments seem misplaced in this section, they seem to
pertain to Item number one of Section D.
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3. Another accusation in the memorandum to the Governor's Office
stated that the Commissioner of the Department of Economic
Development solicited two complimentary snowmobile suits at
the January 20 - 23, 1977, "Winter Weekend" sponsored by the
department.

In our interviews, we talked to Joan Lee of Polaris Snowmobile
Company. She stated that it is customary to provide complimentary
suits to media people and celebrities and that she did provide
"one or two" suits for the Commissioner through a Department of
Economic Development employee. The Deputy Commissioner confirmed
that complimentary suits were delivered to the Commissioner's
office and removed sometime later.

Your Executive Order No. 142, which prevents officials and
employees from receiving any "compensation, reward or gift
with a monetary value of greater than $5 except from the
State of Minnesota for any service, advise, assistance, or
other matter related to state government employment," was not
ordered until February 23, 1977, a month after the event.
During the time of the "Winter Weekend," there were no specific
guidelines in effect.

Comm~~~n~ Vann comme~:

The VepaJr.:bnent On Econom,[c Ve.vel.opme.YiX TouJt.iAm peJv.Jonne1. have. be.en Jr.e.cUv,[ng
pJr.omotiona1.. ma.t~ and pJr.oducU nMm M-i.nnuota manu.6ae:tu.Jr.eJv.J and fu
Wbu.:toM 60Jrl ye.aM. Upon MJr.,[va1.. a.t the. W,[n:t~ Outing, U utt.6 nat u~u.a.e.

to be. d,[ne.e:te.d to a Jr.oom to ~e1.e.e:t ~nownob.Ue equ.,[pme.YiX du-i.Jr.e.d noJr. the
eve.~ ou.:tdooJr. acti..vU,[u. Tw e.qu.,[pme.YiX WM £.a.:t~ pfuce.d ,[n my Jr.oom.
A6t~ bung gone. and the.n Jr.e.WJr.,ung, the Comm~~-i.oneJr. 60und w Jr.oom had
bee.n eYiX~e.d wtthou.:t W peJr.m~~,[on and ceJr.ta.J..n. Uem~ ,[n hJA po~~u~,[on

had be.e.n Jr.emove.d. Stann membe/r..o w~e ve.heme.YLte.y adv~e.d On hJA fupleMu.Jr.e
and told ,[n no unceJr.:ta,[n teJr.m~ to ne.v~ aga,Ln e.YiX~ hJA Jr.oom and Jr.emove
anyth,[ng wUhou.:t W peJun~~,[on.

La.teJr. ,[n the Cw.~ the e.qu.,[pment WM place.d ,[nthe. Com~~-i.on~'~ 066,[ee.
by peJv.Jon oJr. peJv.JOtu, ~tiU unk.nown. I can only M~u.me. that the. equ.,[pment,
M ,[n pMt eve.nt6, WM pJr.uentedto me :to pMmote. m ~e.. It ~ the
~tom, ~,[nce I have. bee.n -Utvolve.d ,[n the 6M,[nu~, to pJr.ov,[de. 6~h,[ng

e.qu.ipmeYiX, boating, W-UtteJr., and otheJr. pMmo:Uonat U~ to tho~e ,[n
po~ilio~ to ''~how-066'' the. pJr.odu.c:t6 to po:ten.t,[a1.. pu/r.chMeJv.J. I have
alway~ look.ed a.t tlUA M pMt 06 my job - and do not v,[e.w any ~uch

ma.t~ M g-i.6u - only M pJr.omotiona1.. ma.t~.
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4. The memorandum alleges that the department purchases numerous
outstate newspapers while at the same time paying for a clipping
service in defiance of a Governor's Task Force recommendation.
According to the Deputy Commissioner, the newspapers are
"essential to the operation of the agency." In its report
on subscriptions, the Task Force recommended that agencies use
a clipping service when it is cheaper than the total cost of
the subscriptions; however, the final decision on this matter
was left to individual department heads.

Comm~~ion~ Vann eomme~:

V~y appJr.opJUa..te e.xpencU.:twt.e. Comm~~ion~, VeptLty and otheM want c.opi~

ofi ~.ta..te papeM on a .6ef.ee..ted bM~. PapeM Me needed in null. and no.t .
j wd ~ e1.ee..t c.Upping~. TheJte ~ eveJty Jr.eMan we ~ hou1.d be 9e.:tUng tho~ e
papeM and .they Me appJr.opJUa.te1.y l.L6ed.

5. According to the memorandum to your office, the Finance and
International Trade Division of the Department of Economic
Development "has received no direction from Vann and has no
idea how to proceed or what they should do." Although one
employee of the division said the problem was one of a severely
limited budget rather than a lack of direction from the
Commissioner, the other Department of Economic Development
employees both in and outside the division said that the
division has done little work in the last two years.

Comm~~ion~ Vann eomm~:

1nteJtnaUon.a1.. Viv~ion hM been gJr.ea:tf.y hampe/ted by UmUed fiunding and
.u.:tt1.e inteJt~.t 6Jr.om pJtiva..te ~ee..toJr. in pM.t ac..tiviti..~. GoveJtnoJr. :t/ta.ve1.
budget euU have made U nee~~MY.to Jr.e-vamp .total. in.t~na.ti..ona.l

awvUy. VivLoion ViJtee..toJr. c.oneu/l..6 wUh c.hang~ in pJr.oc.eduJt~ now
bung devetoped. Some ~ta6n people nega.ti..ve to ViJtee.toM and Comm~~ion~

de.wioYL6. Qu~tioning cUJc.ec.tion and dewioYL6 06 depcvr.:tJnent head ~
obviol.L6. A numb~ On c.hangu in .t~ divLsion ac..tivUy ~oon .to tak.e
pfuc.e. New a.dveJr.-tiAing agenc.y a1Jr.eady Jr.uponding well to need.

*A.t.taehed ~ a eomple.te .6e.t 06 Comm~~ion~ Vann'~ Jr.upOYL6~ .to eac.h On
.the depcvr.:tJn ent' ~ a1..e.ega..tioYL6.
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of Ec::;r.o~ic Development under

J"'r/

.....
...ne

c~rrent leadershi~ cf Lee Vann and Jim Lukaszewski can best be described by the

phrase total negative leadership. Anyone Hith any knowledge of the management

process would have to conclude, after x~saR reasonable observation of ~~~~internal
,. ~ .,":, 'Z. .~ ••:~ .....,

opera ti on, o=f-.-tA.e.-d°r;:l yot~..e~ thatit wouli~fu;ct{on more effecti ve ly and eff;-
I 1\

ciently without a commissioner or deputy cor.missioner through existing d2~JX±~

~~~±4 divisional ZQ~ cooperation.

There is no pian, no direction and thus no organized co~munication bet~een

the department leadership and the divisions. Except for the conscientious

efforts of individual staff members and didvisions working, where possible,

~ound the current leadership, the department is directed by the whim-of-the-day

or whim-of-the-hour of Lee Vann. It is whim in that it is so often ill con-

ceived, unaccepting of contradictory input, no matter hO\1 factual and logical,

and susceptible to numerou~--and frequestly extreme--changes i~rection.
. a few ,

The entire staff, Wit~osSible exceptions, is completely demoralized and

disillusioned by the lack of executive action to .alleviate this impossible situa

tion. This is because they have al\~ays felt they were making a meaningful con-

tribution to a total department effort, and they are no longer allowed to do so.

I will attempt in this dissertation to highlight events and facts, as I knew
. f: . (;-.

them, in the hOPlFf commUnlCa!~ng a true picture of this condition. I realize

that management actions can be open to many interpretations. I, therefore,. .

-.----- • .L.h-·.a. :qy·~v-":'') "orl·.!:l·-;2~l·""n o~ ':""n o tyt'JO "'ol"'ld':.J..': o· n ,"n "\..", dooar.l.mon-lo bo'::0 '-:'..;'J:;:' I.. 1..•• :1 ... ;.:.., .•. ,;t. ........ ,~ I ~_ I.. v i 1..1 - ., ...._ ... 01 r I.. I. '.,,<;; ,,_;. "'1 _. I.. ....

obtained through private conversations with divisional leaders and long-time

p~ofessional employees. "
A first--and key--po~nt is the total lack of a plan and, thus, of any organ-

i z2d ccr:Tiuni ca t ion .

. ".~~d;ets and plans were sub~~tted to the Legislature that had no detailed

;....,...,.!,.,-; "~e-!-""'~"'J''''j ",h:'-:--cQ./e.rL.:_,__ ,.~t ""\"\ •• -"~: "~",,,,,,,,. r'li_"",~ '" ._ •

. . .

The nu~bQrs w2~e basically pulled out of the

a. i r ...
't/1 :.-[1 no consultat~on with ......... , .... ,....,:::) .:....;~"1.:.,., j t."._ n..... j;, divisions relative to the



1
. .,

ea:~rsnip.

.•. The reorganization of the department \"as prepared \·lithout consultation with

the divisions involved for their input and advice. It has never been formally

submittedz to the divisions and, to this day, is only a vague set of r4ffiors and
/\

pie~emeal actions ~xa that are discovered by the staff at the time of imptlementa-
v

tion. At a staff meeting in June, the division heads were told that the reo~gan-

ization would be §~~~ gone over with each of them ind~vidually and implemented

in the next thO weeks. Not only has the p1 an not been imp1 emented, but no further

discussions regarding this department reorganization have ever been held with the

six division directors and managers .

. ••• On1y four division head staff meetings have been held in the 22 months

Vann has been com~issioner. These staff meetings were consistently rambling

monologues by the comQissioner with little or no meaningful input from the

division heads either invited or encouraged •

. Having generally described the lack of organized management communication

that has resulted in ixi isolating the operating staff from a meaningful role in

d2partment direction, I will now, for purposes of brevity, simply list other

eX38ples of mismanagement, deception and action clearly not in the best interest

of the State 3fx~± of Minnesota or its citizens.

Co~~issionerls Advisory Commission,

This co~mission is a 21-merr.ber group that is established to advise the depart-

~ent on overall direction) plans and budgets. The commissioner has on numerous
(\

occ~S}iO~5 expressed to the Legislature) the governor's office and the advisory
'I

\../
the corrmi 5S i on~:< to the maximum extentCVI;;:",iSS10n iteelf hO'd he intej',d~d to use

p'
~8ss~:le. To this ~nd) he held ~~eetina in the fall of 1976 to a~k 71 . .

nl:~" n:::><:<::



2:'<2: 1.1':;'/2S to serve on the C-Jii.riiiSsioner's Advisory Commission and at that tir.ie
. ~ ) }

. g:: .,':; :~e::1 e.n overvi e','1 of the G2part:::ent and speici fi e areas in \'ihfi eh each of
·1 i"\Gl G v

- ... ::;..., • .J b ~ ,.J\li-"',~): ... ;..~ ...... .... . f th ,.J pc. ' ~... C' io' ~ •l... _. '..;JUlu :; ~_ c'""'::t\ In \..,: 0r':::ral.l0n::; Ie t:e rtlTo_nl. ....X~~2x... ;{a,,,x:.c~J:g~
,......

S~;,ce that time) t12re h=.ve b~en only b/o meetings called. The f\t:.st \'/a5

heid alr.ost six ~onths after tne initial ~2eting and was designed to get the

cO::T1ission ' s input on a budget presentation to the Legislature. r'1err:bers were

given only four worki ng days noti ce for the 'meet; ng (members are 1oca ted

throughout the state), and it took place only two days before the department's

presentation to the ka legislative committee in March 1977. Because of the

conjunction with the
~,-d-W!!A

The second meeting was called for Sept. 14,.

shortness of meeting notification, only four members att~nded, and they were
;t.d...z:;:. ~Jt:'.z-&.. h ~d~f!d;':/

being asked to advise the cornmissionerA~go with the.g3~B~~~ Governor's'recommen-
. . ~-

dation or the commissioner's ~R~ own original budget request. Based on the~~
~~~ ~

factors, there was no meaningful input the advisiory commission could possib;Jy
~ 0

provide.

dep~rt~ent's selection of an advertising agency for. FY '78~/three months into
.'

the fiscal year involved. In addition to the cO~uission members, other selected

±~~ii~~ individuais were invited to review the presentations "and to advise the

co~issioner in choosing an advertising agency. The three agenciesx~xaxa making
i

presen~ations 'r'le~e ~n~ Split Infinl~ive, Bozell and Jac,::,bsL and Chuck Ruhr.

After spending one day reviewing each presentation at the respective agencies,

~he ~ eo~missioner requested a written recoo.mendation from all participants.. ./,' /' r ./
~?,.~•.t ",~,.J~. tt. -;..£.<-;1.~.-

To the best of my knm,/le-§"dge) ~h: 'las-:o=ma=o~~~ of the written recolimendations--
fer :he tourism advertising i contract were for Bozell and Jacobs, which the

co~~issioner ignored and instead selected Chuck Ruhr.iGxx±~EX±a~xi..
This clearly illustrates that, contrary to public saatements by the conmissioner,

c
V:=: :d'/isory co;rmission is rarely utilized, and the one time it ffuld give

r.:=,:n~,;gfu1 advice, it vias totally ignored. (Relative to advisory commission

(:. .... ,.'no official meeting has been held.)
i~

feels tn=t

e;;~-S25, the fact that no per die~ has ever been ~uthorized leads one to conclude
~ .. ' .. ~ -,: .. /:



.~~ ~~dition, t~2 Mi~n~50t3 Regional Tcurism Council has been constantly

cr.d, in T::ct, '::':2 :0 a:tions of the cOr7"J:1iss10ner, they have most often

Those ~2~bers of the M~TC that were asked
~ .., .I'J. '" .. .
TO~ tnelr opl,nlcns In t~e seleCtiOn of an advertising agency for the Tourism

C/
Division also reco~~ended.8ozell and Jacobs and were ignored.

Selectric'Typewriters

Jim Lukaszewski purchased six I8H 5e1ectri c type\·/ri eers in Augus t 1976 for

use by personnel (including himself) who only ty~e x rough draft copy for
. '-""'"

editing ~hat is submitt~d to a secretary for final typing. This is a gross ~is~a'

mi sus e of offi_C~ita1 expendi tu res. aoV'!V';; rN.L:,1.lAfi-- r:-L~~.. '. f"L e....\~~ir
~<~~~}I ./~~~% Dc:D ~UX:::,~~~'(:1~2~~t, ,;, /1~ \~. - \I'\c.:-~··'I'\ r'l .~ u :,,;1~11...~\9-:-. G·_.>?-...· ·I"J ..."":~...~-=-~~ ; ~~...1"'7.:::..:......... ...,,..:;r"':";'.~"'.,.• \..:..>-"'"..... .~ ('Jj7 ~. -!' '-"..J~. ..;,,;r-_ ~~ •.~......~~~ .- ..... -- -0:~_ ::'"_""" -J \,J -...

C""-,.,'· -r Torml'n::al',..; ... '- ~ ~ _ t. ... .

A computer ter~inal was purchased by the Industrial Develooment Division based
. c- • "'~--:-- .n..-:(./"-e~...~

on certain specific and potential uses. The ~~ifi~uses_were: l)s~~}~~
. 1 - ..~. ;;"'r1.:.J-;::.,Jfar..·,~~~"..~.,i- ....~ T·~,·(Ji..t' .......:r:'·.c...~- . /. /'.....:-.-;-~

ce~Dgraphic/econC~/tc data package5for analyzing'iocali area~, 2) computerization. . \. r,. /....
",.... ,

of Co~ounity Prc~files and 3) potential use by the Research Division with &~
1.:/

ur.sp~cified ·data bases that might be obtainable .. No. 1 is being used to a very

limited degree. No.2 and No.3 "'/ere proposed to the commissioner under a con

,~ tract ,,'lithf~not to exceed $6,000. The cOllimissioner rejected the proposal,
y:-~~

A'~~/:._ s t~ ti ng that \'Ie 'doul d be competi n9 Hi th pri vate enterpri se, even though he \'las
: J • ~ {"1'" \)
":~- aGvis~d that the Control Data representative indicated that vie should certainly

Control Data weuld have to charge a minimum of

At the present time, the only 3 agency getting economical use of the terminal

which is entirely accidental.



Studv.

Li:.2:f Co direc:1'/e fror7l tf:: c,:;::".::issionef, a Gup1ication.of a r~e\'l York repor't
CY \/\l..-4..... ~ d

\~'=5 p;:?=red under =.n extrej":~ely tight tire schedule "":z:.f·'.::-=:!:."!;o....';/tt:itl~ An Overvi2',·/
-- ." \..

of ::-~ :·1innesota'.:Tourism In:ustr''1. Shortly after the preparation of ±k:=x~ this
/\ .L

report, the commissioner was advised by ~emo from the Research Dvision that after
. Jl

closer analysis of the data ussd for the central point of the report~ the
~+o~~ " )

supposed factors \'Ier7t.l early a erroneous and therefore shoul d not be used. The

report, including the erroneous material, continues to be used to argue the case
/"'l

for expanded t~ourism expentiitures.
V

The cOrr.TIi ssi oner has conti nuously used erroneous fi.gures in vati ous are'as

even after being told repeatedly by staff members that the figures were wrong,

as is illustrated by the letter from,Senator Hilton. f. ~L l"0/tj'~'" M'\ fI 0~ ~
i'I \ () II I I ...l-~ ..\ ~ rv. \.:~Vd r ~,~ -.; -; ...., I ,_v.,j1 4
Iv s--uJ \:).~ s?a.J.O~ ~1'3§ r.'"-~.;.;.; .... G2{.,~ ~ Nl<4 { ri H.i (l • 1,~ ...

~~ a"h'l.o~ u.~f'..i.~' /\D.f~ ~ ~~_6-)"'~~~~Jc..~..a ~l"..L-Ut"tQ!.l ,y~.;!-;

"Toud S:7l Research

to the corrmfssioner for submission to LCi'~R for fundi-ng.

by the university QX for a metro study and because of the different logistics'

~

The commissioner later approved previously agreed upon fuding for the metro
, ~

t~o different areas.-i ., ". - ~ : "'.... ,. n s.... '(~ \. ; nI"'l
•• 1,,·.. 1'1;;...... t..U..JJ,l:;

The cOmr.1i ss i 0 ne r has continuous ly argued fr) ~dditi 0 na1 funds fo r tour.i;:~,~"",.J.'l''''':'
res-=~rch and profmti on. " , ' J ,.'.' -"-,..!../

~r:u~y :4:-..f'~ :',-'. ,..,-,:"',~/·':"7 ;
In August 1976, a comprehensive, statewide tourism impact proposal \'las givenf. //\

The commissior.er refus2'~ (
~ /1";4'

to send the proposal on to LCHR; stating that the tLniversity \'/aS not putting (/.t_ f"0\_:"
- I" (J;r'

er.~ugh± in. The study propos~al actually consisted 13 of two parts--metro ~~~~ ;(~
- Vy~~~,...

area and the rest of the state--because so~e federal fUDding had been obtained -~~~
~J~.l
rill" ,

~i\'(~ f '-.oJ4..... ,..;
V,J ~! ';.

r I: i _} .
t./"~

to~ris~ impact study.

"Lcter yeyt, in the department's legislative req~est, funds were requested for

. . V,. t' t.:] ,... .... .j. h t h • h'" b ddt'
~O'':i' is::'1 re5earcn \'11 :iJU al~onslJ. l.a,,10n as ,,0 o~'I..i ..ey ffilg \. e use as ne

?;:-·>.;~:t t::=: 'r'lould be reqlJh'ed. The figure request' \':~s simply plucked from the
/'-.



lo.,' •

::':l.~::l:i c De".'; 1C:'-:-',2nt Sur;.rni t Conference

~~ the j~;i~~:-2, Va~n ~1dn'~ want any legislators at the evant. Later he

s~~j !~at all ~:cJ~~ ~e i~:ited a~j that chairs \~ith their names on the back

~su1d bs put in ths front of the autiitorium (St. Paul Civic Center) for all to

s~e who didn't show up. It was susgested that he talk with Coleman and Saba

about legislators' attendance, but calls were never made.

The conference ~,as suppoxsed to produce resolutions on how to help economic

development in Ninnesota. No thought, hm12ver, was given to suggested resolu

tions. After listening to speakers for a day, 10,000 people were to decide in

half a day the course for Minnesota's exa~~iK economic futurel

Cost projections were $100,000 to $150,000 (sound/slide show, special

binders with logo, transcripts of entire event mailed to all attending, lunch~

coffee and rolls, civic center rent, sound system, microphones allover the floor
.

as~1 at political conventions, etc.) First, EDA was to be approached for the

bul k of the money, and $10 woul d be ch~~~edL r;~ ,~1r\~,n .~p. 0ft:.~~ the rest of the
£'4 ~K' ..v

. cost. EDA money \"as never assured, and G.M.a. tu~rned down the'lOfunding proposal_
4 .-' ~~ J/o; $ ..... 7"• ..J 10

""1 ~l -....I. I ../.

r:o one ever J12~ kne\'/ where the money \'Ioul d come from. t""~ 00.,,1 0 ... / ~~ lJ ,...., ""1'"
( 11/24/75)

As late as eight days before the scheduled event (\vhen it \'las canceled),' the

speakers Vann kept talking about were not lined up. One quote from Vann:

11l'lagrath (U of H) has not answered the letter (requesting that he be one of the

speakers) and said no, so 11 m putting him on the prsogram." Attached is a

Iltentativa program." To the best of my knm·,ledge, Magrath, Carpenter, Coleman,

~:J2 ~!1d Perpich and possibly others had no idea h they \·/ere speakers for Vann's

::co:;o;7lic Summit Conference. Also, most of a long list of "Resource Persons/f-.gencies"

wsra never notified about the event.

Of pri~e importance concerning this event, other than being typical of Vann's

.:,...- ..-:::.r. ...... ,;) • ;:If·~l.:t\! .... o Dl" ,'. ';';"e :-..y'O ..ro·'· ... t th t::l'"I .•_ I _ •• 11.1 ,_ , n._o I I -J l.. , ..n, ;:, ..... I _, _ ••••.' .•. 3 cos l.. 0 e s _l..e. Out of an

tourism advertising budget, $17,000 was spent on advertising

:::. c:);'':e(~!::2 th·:1t ;'i2nt dc'?;;' the t:.1bes. Lukasz2~·,ski, as overall coordinator of the

~:~~~, k~~~ ~hat was dQn~ an~ directed Padilla and Speer, Inc., to bill the Chuck



·' .
~ ~.' ~ ... ~ "(:':''-'' - .,' ,::.,.t'·Sil"""; "'~':. .. y).\~ .... .;;:nc..,/ .... _:.". ~ c.Ov_."... 11,:.- _~\;:~IC· for costs incurred in promoting the event .

~lso, the Dece~~er issue of Znd~str~al Development News (a mo~thly magazine

p~jlished by the depart~ent) was told to run an extra 10,000 copies to be used for

t~e conference, and an overview of the state1s economy (developed by OED's Research
\~

Division) was printed as a special 44-page issue of 10 NEws with Vann's byline.

r'~ost of these issues, designed:i strictly for the conference, al'e stilli -in

storage if ~21!;lfX~ not already thro\'m ~way.Both i'ii~ms were billed to 10 News.
(/1)O'/~: ""I:.. ~ 1013/ ~w1..;~ A<I""Q> -;t.., OUo(..",~ ~-" o ....of.)

I could go on forever about this aborted confer€ace--about the field staff

being asked to help sell tickets at the last minute when it seemed the conference

was really in tuouble, etc.

Eight days before the conference was to be held,on 11/24/76, in OED's can-

feience rcom, the event was ~1~ called off. At that time 257 people had sent

in $10 registration checks--no where near the 10,000 Vann said he expected at

the event. The $17,000 ad money had produced 14 registrations. tThis $17,000
}).ff'

pTj5 another $3,000 to $5,000 in printing costs came out of a~udget Vann would. ,
hCl'i': everyone believe \"as \'lay under financed; yet spending $20,000 on a conferencs

tha~ never took place seemed not to bother Vann in the least. The reason he

92.'.'= in a news re1ease (attached) for postponing the conference \'las that a

~'2:J"td :"etai1 season ','las develop i ng. Local retail ers talked to by some department

~2~bers laughed out loud at that reasoning.
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.. .
Co'ffee

Addinq t1achine

To use up year-end funds, Lukaszewski ordered that an adding machine be' pur-

News Front Maaazine Soecial Section
at '

Lukaszewski, with Vann's blessings, \'lorking on this' pro~ject and even got

Governor Perpich to sign letters sent to 11innesota,business executives asking 'their

support in the form of buying ad space in a "special Hinnesota section" in Ne\'ls

Front magazine. Two OED ads were' placed in this maQazine, both ads developed for

the Industrial Development Ovision. A two-page, four-color ad (approx. $6,000)
bill for the

\'las paid for in FY 177 with tourism 3 funds, and the,\tHo-page, black and white

ad is being held at the moment in accounting on Lukasze\·/ski's orders., ~r believe

they plan to have this $2,750 bill, dated 10/1/77, paid for by the new 10 ad

agency, Split Infinitive, and have them then bill OED for the money under the

~:;'.'i $52,500 contra.ct I'tarlene Johnson of Spli~ Infinitive signed on 1O/24/li.

She was awar~ed the new contract for i~xa~ inaustrial development and international

advertising for their Fy l 73 program.

This action, if not ~ inapprc~riate, is certainly questionable. I don't think

::~~ ~s. Johnson will go along wi:h the idea because it just is not proper proce-

r':~,;:2. If she cClesn ' t, the 'J~1y '."2oy to p~y the bill ~'!i11 be to use tourism funds



, .,

~ukaszewski also asked the divisions how many copi~s of the reprint of the'

~~~~e50ta secti8n they w~nted or could use. Both the manager of Industrial Devel

C'-,_~:ii: ar.: the r~naGer of ?t,;blzEicitv and Publications re'lie ..'/{~he Industrial 02\'21-_ J /~

c~~cn: 8ivision ' s P &P budge:, aiready alloc~ted to needed publications and pro-

gr~~s, an: decided that no v21ua~le use could be ~ace of the reprint. They,

therefore, said they did not want to order any. Based on that recommendation,

LUKaszewski ordered 5,000 copies to be paid for out t of IO's budget. The cost

was $3,875 for the reprints and $77.92 for shipping {a high cost, 1 might add, for

such a reprint).This means that some part of ID's planned program will have to be

dropped to accorrmodate this M~i unforeseen--and unnecessary--expense.

Now DED has i 5,000 copies of a reprint ~BR3X no one wanted or has a distribu-

tion plan for--and \·,hich numerous staff people and other writers have agreed is

a Fg~h very poorly and unprofeesionally written and produced piece. There is also

a question on the circulation of News Front magazine. It is suppoxsed to go to

top corporate eXi~\ives across the country, especially those on the ForRt~ne

1000 list. However, at least two of ±:e~XX3FGX the"corporate executives in ~1innesota
•

that recei.ved the Governor's 1etter call ed DE~manager of Publ ici ty and Publ ica

tions inquiring aa~ about the magazine. One of R.the callers indicated that he
three

h~3 contacted f~~ of his executive friends who had also received the ietter and. /,-
that none of them had ever hea~rd of the magazine. All of these F~~ people were

supposedly people that were receiving News Front magazine, according ±~~ to the

description of circulatipn. These companies were among Minnesota's representatives

in th~ Fortune 1000 list. Needless to say, none of tnese compan~es could be
i

to ~uy an ad in section.

Use of Chartered Aircraft

~lo. 1, OED uses a plane \'Ihen not necessary. No.2, after leaving Hoiman Field

in S~. Paul, i~2 Luke.sze'dski has the plane ortea stop at the Crystal Airport

(at a~dition)l cost) just to pick ~p Vann so he won't have to drive to the St.



(' .
3 C'''''' .••. ,.;.~..:..v-,;;,. ..........,~ . rI • t' \'

'~~:J. , nU:l tjJ1i i1as 1:2 :'.?J¥-~~~;;;'--~been a passen:;er \'11 n an) courtesy of the

::> • .::..": ••';t the \~~:;:er "':ee:<enc ~2Gia event held last Janaury. Vann and Bohr fie',,:

UJ o~e =agxi ~orning and back that same evening on a plane paid for by OED. No

....I..lmes

A plane has also been used at least three

and Publication d~vi5ions), so much~ equipment was made
,,~~..,;-,~.a .t/~

.z.' f'~ th: .j. L k k. d V 1I..nel~ commen\-rn el acl... U asze\vs 1 an ann a \'lays

and talk with the press in Minnesota.

funds projects with Bohr's organizations in tourism, even though no~ one in the

Tourism Division and numerous highly qualified and professional people in the

tourism industry, believe Bohr has any expertise or ~G=2p competence.

On the weekend of ~ 9/23 or 8/1a2 a charter plane was used to fly Vann one

way to Alexandria for a meeting of one of Bohr's organizations. Bohr~ in a

letter to Vann, said he would pay for Vann and his wife's lodging. I presu~e

that the return trip was also ~~~·provided by Bohr .
..

Fishing Party

This year, under lukaszewski's direction (rather than the Tourism or Publcity
,;71;;.;:i7::;,.a.-~

available~hat even

blow such "rnedi~

-::.~:..:. ~;:'r "I~Y ,·.~l~ :""~ i"'''''''''\'~a'''''~';~''' -;·0_1 ! .... -.# ,4";,J. u~·... wi' i'lVtJ I _IVII _

a tre~endous cost to the state.

>-f1~± Hhatis neC2S53./'y or Qesirabie---and at.

In prior years, one or two people ~~21 went up to check the facilities at the

proposed site and set things up prior to the event. THis year six or sev~n people
'" /'m... ·• .;t..z;;~--or..r..... .,

fl ~'t'i up :0 jook at ArrO\~'r'Iod20d R::sort, a taa totally unnecessary C~i::1f.s=n~~



': t

trade XSX~~~XJ± holds

In reality, OED'sdevelcp~2nt in Mi~nesota.... '~- '~rg-s.L. ~o,,-;::> ..... ~-, :·"r ---.---,-..... 1:: l=. '':: 'w:oJ !-_.;.!'::'I l..J c·.... vll·...J .•• I\.,.

fo~r-~2~son division has rec2ivej no direction fro~ Vann and has no idea how to
Iiluch ..

pro:e~d or \"hat they should do. Last year r:::asi of their printing and pUbl~ity
. ,"-

budget was used to hire a .consulstant that did no work for their division. This

year there is no definite plan for spending their budget, and they are more or

less in lililbo.

written down (other than w~at appears in

ex:ctly what or ~ who they wan~2~. To my knc"'ii edge, the current fi e1d Tii2n he} ve \"
'-.\

~2~2: seen the revised job descriptions. (Lukasz2wskit has done this with other



'~ r •

~~ J~n2, Van~ stated very e~~h~tically that all vacant positions in OED would

.;. V 1, ! -: '/ 1 ' 0 77
-.'" \.I _ '..1 _, ..L "'" • Cjrrently, we have RX vacancies for

t~r2= 10 i±ixti fie1: 7.2n, ere css;stant cc~~issioner for industrial develop~ent

a~d one infcrnation officer, $:7.2 of these positions have been vacant for months,

Vann has stated many times th.:.t he has reorganized the department,. but in

reality, P &P, Tourism, Research, International Trade and ID operations are

carriedj out in the same ways they have been and have not changed since he came

on board 12/1/75. There is talk that IO will be changed, and, in fact, ARA has

been changed.

The position of assistant co~issioner in charge of industrial development

and international trace was originally created to give the then IO .director a

raise. w~~ Now Vann acts like it is needed in OED, even though he has not hired

one and the position has been open for months. (He reportedly offered it toone

person who turned it Gai~n.) In reality, it is a position that is not needed

and could easily be shown so.

~!hile calling hir.:self a planner and talking about a IO-year plan for OED and

anything committed to paper
) "

~_. ,.~ ,.......:~
~r.~.~ _.

the
"

~-1';~':'~ .e", ....... rai! 41Q t
,:;,,.~ ~ - f U w"" J '-

Sta:e of Minnesota, no one has seen
".I' ~~

~~~~
states even 8ED ' s

A
pl ns and goals. for

i~2 even for the

alone for the long-term future.

Hhile telling everyonex "if only the legislature would give us the money to

.: ...., ':':"'z. ~~:.., )",'-h':' It \'::>n'" h~-::t ~;",z. ~~me
: •• 1_ J'...J'..J I f.:ll,\.., , ..... !". _:::. .... _ t"..:'_ .:> __ 1 ti~2 i:.ut:1orized unwise and unnecessary

(e~d so~etirnes downright illegal) expenditures of OED funds, ahd OED has still

t~r~=d ~oney back to the general fund at the end of various fiscal years~ that

~!~~~ h3S been in chorse. M~ch of this is cue to the fact that Vann and Luka-

SZ2·... 3~i have no inte:-est in pian:"dng and carrying out day-to-day operations of
..%~/~~

~:--.= ':=~)rt;;:2r.t, pro\/iding th~...?§:r'lt.ces OED is charged \'!ith providing. ·V::::n:l-5-

(.~:'.~·.i~;~;:'~~-~~~,-.,;:::~~!·:;~;!t~~~;;.v;2~;;~~~~~'ator.~. l:u.~~-:.. ~;, H:~ ~.,.=..~~
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L~~2sze~5ki will talk b~hind Vann's back an;d agree with n~merous complaints, but

:-:-:- 5:')'5 "Vann 'dil1 sta.y,::r:d 1 1
;-;: goi:,g to dJ his bidding." Lukasze'dski even told

~C~2r in the departDent than doesVann. Lukasz2i·;ski .

is in over his nee-d. He talks eJOut "us and the:n" and "security leaks ll and does

rot want anything out of his hands. This is responsible for many of the problems

ar.d delays. Lukasze','iski cannot delegate anything and, therefore, projects get

bogged down needlessly. He does not trust department personnel at axiX all •
./' _/ .. ~ .:JI' I .•.
c,/~~~~~r~~>' x;:z •.

"~This inability to authorize others to take ~'!"'S~:?,;-,...;;?d "':o'eLti+ it ts \,{hat has

caused the horrendous delay in the department's annual~ report. It was due 11/15/76

and to this date aas not been completed. Lukaszewski has transferred responsi

bilities for it from one person to another during the past year, and yet has given

none of these fia;a people the authority and freedom to proceed with it. At this

time, he plans to make the report what he calls lI a complete volume en the depart-

, h·... ~... b . • "
~ent s ls~ory Tram ~ne very; eg1nn1ng. He has gotten ~xhigx~~ an estimate an

O::D

what it would cost to produce the document he wants, and it comes out to $10 a

copy. xxxs: He i'/ants 1,000 c9pies, YI~Jch comes t.O~fl unbedgeteq exp~nse of. $10,00.0 r
~h.e-Cl:.""-tto'r\. \.~~ j'!:)~ lr~","\\. \~cllS~fC..+-V"\A...1 ~~6t l~ C-j6...IY.. ~l- ~..,'.!..~ r

for a much too large book in r:1uch too large a quall.i±ntity.]~~%,O\)~ \.y,~~J:-d '3~'c:",
CJO l~.\('t:.~. lLt.:J\;"'::"'\j-

Following are a list of acts that are, at the iest least,highly imp~roper:

S. Hhel1 Vann fi r$ t came on board "Lee Vann Concepts" \vork \'1a5 done out of
....~~ .-../_c.-;..:....~.r~-? ..

offices. Letterheads are still in the office, or at least were when I left
........

the department.

2.Vann had a house party, and all the maps mailed to 200 or so people were

C,":7"~ ~'I hi S_ .• __ • I ~~roro';';:\.,...y ~ ,~ r:ol"'ti Qri on:::> __ '_~~I I __ :..J._·.. l ",.hp ~~~~or~~on~'s vo~ov ~~ch1'ne_ ~-~ .... "",•• '_t't... /,\_.''1, 1•• _ I.

3. Vann spent numerous mornings and afternoons out of the department house

hunting, and none of this time was reported as vacation time.

4. Venn is on the board of directors of Cornelius Company, and allkail (suc~
I

as his monthly check, etc.) co~es z~ax9~ to OeD's offices to be handled, filed)

etc. by his secretary.

5. Lu%asze',·;-;k-j r:2d fJ~XSa?\jf::.:k personal letters asking for funds for his college

r~,..- ~".: .,':·:"A ':.,...".- D=r. n his""o -onal l"'.L. ... o \"ea~',•. ,.: ~"o_ r _ 1. 0

_'-, I, '."" _~ 0,. I. tJ_r::l., \,; I..I,._rti li.
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5. Lukasze~\s~i's ~onthly 2xpe~se report shows za sileage for trips that never

"'~_', ~'?~~ O'''''~_ 7r i,:"'. ",'25 ,'n ,,'~o'),..,IS c::1r ~nd l "~';ls7~1"<:::~'l' also clair:'ed m1'lc.;,rto 0""
~'.i_" ~J_\.._, _ 'oJ'_ ,_,." c.:., __u., __ ,_11_., .,;, _'.::;'::. ;,

.. . . . l' '1He !;s: :IIa c a,~s m, ease tnx!gj fron his house to and

frc~ ~ork on Saturdays, thcu;~ he is not required to be in the office on Saturdays,

and if he feels the compulsa~ion to do so, it should be considered a part of his

job at that administrative level.

7. New flags were order for Vann'soffice (sa1f us and state). The old ones

(state property) \'Iere carrl~iied out the back door of OED by Lukas:te'i/ski to be

given to Chum Bohr's wife by Vann.

8. On Aug. 11, 1976, Vann accepted free lodging from Mr. Madden of Madden's

Lodge while on a Small Business Task Force trip.

On 11/2/76, after S. Bingham (P &P manager) refused to sign a purchase order

#65214, Lukaszewski did. This F P.O. was to purchase color separations of a photo

published in OEDls lure book so Madden could use the photo on his 1976 Chx~ris~xas

cards. Vann and Lukaszewski okayed this $73.50 expenditure of state funds even

though Lukaszewski knew the P &P manager's feelings on the ± matter and that she

would not .sign the P.O. (P.O. and bill attached).

9. When Tony Trow, former assistant commissioner for industrial development t

left OED, Vann .told everyone he v,ould pay for the c:aa:: going-m',ay dinner held at

Hr. Anthony's. Later, r/hen the bill was not paid and Lukasz2~',ski was called a
.

couple of times by Nr. Anthony's, they arranged for the bill to be paid \·lith

state funds (commissioner's special expenses).Oepartoent personnel would gladly

have pai d for their m'in di nners, and indeed had pl anned on doi ng so, if they had

known such a thing WOJld be done.

10. The last audit conducted in the departwent criticized the then ARA division

in regard to expense accounts. Employees were using a home station other than

St. Paul while spending al~ost all of their time in St. Paul, A statement in

the r=por: says "state travel re;:Jlations provide that perma.~ent stations 2.re to

b2 ~::sian=d emclo'/2es in tr,f: test interests oftne state. 1I

~ .-
~~~n with t~is pJst a~us~ (whish Vann and Luk~szewski a~e well aware of),



:.' ,.
t~2 current le~::r5hip h=s seen fit to hiare i an individual and make his hO~2

5~-::~:J:: ',·:ir.:J::: ·..;~~i2 aL:-::st Coll of his HOrle takes plese in St. Pau1. This \>lcS

. h .' ... 'h" . '1' I ':"a;; illS Sl.ralg t salary \-Inl e ne 'dorKS on an agrl-

Vann.t~az lim sure the contents have not been passed on to the Governor, even

though the original report was.

This is typical of Vann and Lukaszewski--to tell even the Governor only those

f~&±!x±~zt things that they feel helps their position and benefits them.

reco~endation,that appeared in a 'newspaper article, that agencies should not

have subscriptions to these state papers but should ~ire a c1jpping service
U--;.c:../, ¥ .....~ ~~OcO;.2-;.~ # ___

instead, at substantial savin~s..~Jas a cQipping service, and/~here is

absolutely no reason w~ should also be getting fr~~ these papers. The P &P

Qanager, in fact-, .!:efussd to sign the P. O.s for those sUbscriPtions;.~Y'.Jl-
I 1\ S ( I , ~ ..£> ~.... I \.,\ 'f--.__.~..oL ~~.J..J ~Y'\"L""'-S" Y~~ , .

b~sin~ss project, This pay~ent procedure was set up by Lukaszewski and has been
and others

q'...;es:;oned by ouir eccQunting peo;Jle.... 'dho ','lancer '.-,hat is going on.
......... I'__---J

~ /' Finally, attached is a'rr:err:o of 9/19/77 from J. 1-1oore, Research director, to

,
1

(
j

-/
i

I
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LC~'e Sock "

In the :975 session of :~e

$~

From July to November 1975 information \,/as collected throughAmail ~~~~.

6:{~#O~ ~4-.dP1o tV~

jd,~ telephone ~~ entafling hundreds of man-hours. The publication n on ~..~,

.:~p~e~~\.:~re a~tic!~::e~ Q • .: ',,~ _~,. Q-t:> IF' ~
and ~~ ... - ~.-t'A~'2~ \.0 b_ ava,lable In I._reh 19/0. In D_I".._mber, Vann

, I the Publicity and Publicatio~and Tourism divisions

: ns tructed 1\ to di scant; nue producti on of th~s pub1i cat; on because he e fel t

""'""
it \'/as not our department's responsib·aility. At that time staff members argued

'-=-'
the merits of the publication. The commissioner ignored all comments and instead

..
instructed the PUb~~Y and Publicati?ns Division to print only one PUblicati~n--

a lure book, three times larger than the original plan called for. 6001::.

With these instructions, the P &P Division began work on the lUr~nlY to

find that the corfJilissioner did not \'1ant to go i through the normal state bid

Starting in ~ July, the Publicity and Publications Division began work on a ~

, #- _-7'-_ ./ ..//4 ./ ' ..~~.. ';";<--

.cz. a~~.?C:~~~.........:-. : __.~ - /",,~~;:.-.o-_.

cc-pro'nens,'ve .. /ccat,·on glll'do -;..,,,. ,._ .. , oJ -~_>J. -" r-----'-.:o,:.,,'~··....t,.~:.--.:-· d
I:~ ..... 'f """ '_)1.011"$ 11_ .... _ , ........ _~ •• _:::"t:: __ ~ ti....,..........rw~_I·.-7... ....:aFl::

/ ./~~.. " ././ • ..-:..../ ~ . ~ .. ..""-;<../ ~~ \

~~.........:--J~;z:::;::;..~~....v-..-
~~ ~ ~../~~

I~:~-";.j·~-

procedure for printing. Instead he asked for bids from only tht-ee finns and

tha t ran in Apri 1 and f1ay
the lJublication \·tas not available uRtil late July

I /-",/. ~/ /.. •. :.- .,r;! ,..,/
:' ~ ;....~.-":/'. ,/:~~ /: . " t" . ..-~ ...... .",

request season1alrnost completely. In addition, ads,...

tenta ti vely awarded the contract to j·ieyers Print; ng. Because thi s act \'1as so

contrary to rlf.\-~al proeed~res, the publication \'/as considerably delayed. Ultimate1y

the cOQmissioner gave ir.~pressures from the departT,ents of Administratio~and

Finance, and the proper bid procedure was carried out. Because of this de'lay,
~ ,

1976, missing the heavy touris~

y:er2 not filled until the latter part of the SUiiJiier because no books .../ere

printed. Instea.d of t','l0 becks, the deoartment had onlY one at a cost of
_ ;;' I ... / .. ~... _w:( /.

........t.,,,..?"'....v..~~ ..:t ><-C-oO ~/~.:--...r:---c ~

$150 OO Ii one \,'n':ch caul..! ~~~''J >-"--6 .rene ':'h o f,'rst "ear
, t 'J - - ~,i I \J ..... r _ I I :.. - ; ---.J .., _ """ .... - . . t...i '- J.



. I~ Detroit La~25 ~~ri~g the ~2part~ent's first annual Winter Weekend, the

cQ~~issioner, alc~; ~1:~ C~~~ So~r) took two sets of ~nowmobile suits from a

re;istration are~.
-,. r-:..-.,
I.:'=J inf0r~=d the people supervising the check-out of the

clo:hing that the m~n'.dacturers ~';ere giving them to them. In fact, there vias

no conceivable way for them to have received permission from the manufacturers

reps to take the suits, as the commissioner arrived lat~,a and the reps were

miles away on a snc"'ll.:obile trail ride with the 'J'/riters at the time.

On bein~ infor"-ed o~s. one of the department's employees removed the suits

from the ccmmissioner~s room and returned them to the manufacturers. The
~

u~nufacturers reps indicated that they were not approached by anyone to provide

suits for the commissioner. Upon learning that the suits were missing from his

room, the corrmissioner X~± 'X~.e. went into·a tirade and \'/anted the suits back.

Jim Lukaszewski, cepu:y cOiiT.1issioner, confronted the employee \'Iho explained to

Lukaszewski that there was no evidence that the manufacturers had provided the

suits to the co~issioner.

The corrmi ssi or.er then 1eft the event early, and lukasze\'1ski pressured the

Lukasze\'iski took them back to St. Paul and cut them in the. "

to acquire complimen~ary suits for the commissionerx from

Eventually the suits were given to Lukaszewsii to give to

department employee
,--.

the man~ufacturers.

'--
the commissioner.

co~issioner'5 office \~hele they remained !XB~X~ for some time. They were
~

presumably tat horr:e by the corrmissioner.

In the closing ~onths of FY. 176) Vann, knowing that dollars would be returned

to tne 9~neral ;. fund, instructed the tourism director at that time to remodel
"\ 7':;

the Toui'isjt Infor~2;i:ion Center at a cost of fl approximately $6,000. Because it,', I\.
'I/as "the cl~ of a fi sca1 yeer, an esergency pursnaEe had to be approved. The

re25~n given was that it had to De done b~fore thi tourism season.

3~C~~S2 of this, nor~al pu~chase procedures were circumvented, and, in fact,



r .'JJ":,:l ":"""1' n~ O~,:l "O?r.. :-J::~I_L:·"""1 1':;:1 li_j'-~' Tr.e Tour;s~ Division trgued that for the limited usage

• "" J.. ' ....h . . J.. d b J..' •• F""hthe In','estmen .. '.'ias L.OO great. i IS Has reJec ..e Y I..ne COlTl.l1SS10ner. ur .. ermore,
. .. .. ..' ~-.L-!'-:r-5--4~~~.~/'-.::;.t--S

t"o ::-,,-Q re"'odellng o~ +l..e -lrs- -loor "--lC P t'~· ---- .......1/ r-!'--'''''~ -\'0 ...... ,1,_ •.••. "n_ ".,.i,..._d II. I .... I! I l" I U l ~ - jf'""!;:::::J --"- -"j . --i~ .... 1_ :r~t"1,;; .. ":_"'1'

5_......r.:::>G-~_ .~;0 ~r: ..-f?-<~;"'-=-~.....-.~ "t,-,,;~~~~~.-tr~./.~;:;;,}....~
Durchase requ1S1;:10ns~ InlS occurred at a tlme 'tmen t.ne commlSS10ner was openly

J\. "\ .../--
.P-~-t..

talking about moving theJldepartment's ·offices to another location.

• r t'a1: peaK lmes. In 1977, the division requested help several times during the

to a point
/'\

refutd

the

first six months of the year because the mail volume \'/aS increasing
/l

where it \'laS tHO to three weeks late. The corrmissioner reipeatedly R

. to add additional personnel, even though monies \,;ere avai'ta'ble vlithin

G2partment's nor~al appropriation.

The Tourism Division requested t\'IO positions for the summer season. It was

not. approved until July 1977 after the division \'las. three to four weeks behind

in its mailing for several months. Because the heaviest mail had subsided by

that time, only one individual was hired. The ability to send out infor:nation

to travelers in ± a timely fashion is one of the most important elements in

attracting them to visit Minnesota. For 1977, the majority of the mail was
/'\

fel'·... "'0:::1:<:5 '.:=!-c .:;n,-1 G::.fil"!;~tQly affected ,oeople's decisions to... ,,,,,._. -... _... ... - " 'c:".""



.. ,.<,,4-:-'':'-
I S~~= rtsen ~

_,J'..

h::..:>~s do not de~l \':ith the reality f of situations and events~ but• -- - I

r~~~~~ with t~e ~3j they would like them to be .. Rather than accepting input frc~

t~~ Y~ric~s s:ecialists in each division, Vann and L~kaszewski bu" ahead with

SC~2 ~isguid2d conception of haw things are and how they should be. Then when

cor~e;ed on so~e facts and figures that seem to be inconsistent or just plain

WfOr.g, they demand the

out. Some forethought

such problems.

next-to-i~possible from various staff people to ~5jl them
. ~~~~~~~~~

and discussions \'lith staff people beforehanj;{,oUld eliminate

The current administration thrives being in the limelight and at the center of

controversy in order to generate as much attention as possible, whether that

, attention be good or bad. They are so involved in ape~?onal ego and power trip
~

thiiag that xa rarely is anything meaningful ever accomplished by the depar~~ent.
~

Ne~dless to say, this ~ has led to tremendous morale problems in the departffient.

A lot of ideas are pubn cly spe".,ed forth ~ many off-the- tOi3-of-the-head type,
. .
and then others are blamed when these ideas don't ~~cceed. (the summit conference

being one example) In reality Vann and Lukaszewski tech hav2 had no logical plan

to back up these ideas, no realistic means of carrying them out. They seem to

want the attention such ideas generate, but they don't think about how to carry

them cut---which is where the real accomplishment lies.

The department has a lot of qualified and professional employees who simply

in

not being utilized. Rather than seeking ideas and input from these employees,
I":.-~<:V

are specialized and more qualified and knowledgableAtl1an;l.~nn .and LUkaszel"iski~

the commissioner and deputy use these p~R people only

to pu~l together facts and @i figures to support whatever current whim Vann is

-'c:-;:;.:;:-r~publicly expounding. ~luch of the time, B~ figures to support these

pUJ'l;C ~aiaz stateGents simply cannot be providec bec2use the statements are

q~=s:ionable or just plain false. The staff h2S repeatedly tried to explain

th~s) b~t to no avail. State~er.~s are still p~bliciy voiced before their validity
'.JJ. .') c1' , ,

. :-_ ',_ ::. _ ;. :;. ~ ~l-) ..'i '/\. '+!",,-,'t..~'~ ~ I.. OS l cr"..xj ..
L "_'-'j\.'. ,



~I..:~,:s::::~·..;s~:i r:~:ar;S':~n':i./ r27erred to his style of management as t1manag~sent

::~.' ::~si!.s)!l 2.:::, ~r.':22::, S~;:;.3 ilicc.p.::ble of 82.:'~9:ng ·~uli~1i. anything without
\.2.;

,., n"
.-": .l b~sic ~anage~ent course or text will tell you that

rr:-anaces
-~",,-

Iilanager
c

chan;le toto avoid crises. He wants to anticipate any crisis before it has a

to 2.:~it you ~anase by crisis is to ac~it you have failed. A good

beco~e reality, and he wants to formulate and put into action plans to thwart

any crisis in the making.
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Minneapolis Tribune
Sun., DeG. 18, 1977

OUTS TATE EDITION

r3 F~~!~d to follow the 1975 Legis
htt~re's e:·:press dir€ctiol". ro PUQ
lish "a state= pictori?.l gu!..:e and a
state\\'i':le \'~tc:::tion gt;id~:' Vann
t,'sed most of the $150,000 atoc~t

eo:! to both publicath.lr.s to PUOE3~ a
'15'D~"e "iure book," whidl ne
cc=-,:te~ds combines the functio!'·.s of
L'Jtrl.

This left the derartment ,vith'
20/)00 extra copies of t\...·o G!:?2rt
.ment publicatians rc:,r:nt-:d for th:
conft:;-ence at a combined co:£~ cr
c.:wt)S( $7,500, accGni!ng to de
p3.r~w:;nt fin:u:cial r::corcs. T.~~se

r;>cords al~c show an ad,vert1StnJ
~ost for the conference of Sj7,2o:~.

~ Promoted enthusiastically a
··stp.tewide economic summit U:)n
f:O>1"ence," sc~eduled for Dec. 2 and
3. .1976. to d:,Scuss the futu;~ of tte
St:ltc·s economy. A df;parrm·~nt
cress rele~se predictec that ",-.,

. !'1:l.ny as 10.000 people \vo~lld at
te:1d.

i

B:lt the conferer.ce was canc"ied 1
(;jght dz.ys before it \1;:1$ sch::duj~d I
to occur. A d::nar;:mel1t p:es~ re
lease indic:lt~d that "nc""rly 1.00el': i
regi5trat i ,)ns had o<:en r<?:ei';ea I
and Uw.t the conference mi~hi. be l

rescheduled for spring 1977. !I.: ...v- ,
ever, department S0urces s;Jd .only'
257 regis"rations w~re rccel \·ed.
Th~ conference was not rE.'sch-:-c
uled.

D~partmcnt employees said tl~n-.

. dreds of man-hours were spe;,t L'c
fore \'~n.n bec::.me comr,1iss:on,,:" in
December 19i5 co:nr[!!ng inf.Jnr..1.~
tion on tourism a~:r.lctiOil:i to to t·e
used in the ullpubli~!:d \'~\catiol1
Ctuid:. 1'he book v..'r;.~ to be COin- 
p!~tL'd by rdarch i276. wh~n tta
bulk of tourism i7Hluirfes ;lre 'i ,~
r.~iveJ but emolovc:.:s s(~:J VJnn'5
il;~err~rCllce he'!d up deil\"E.·ry of. it
un:!! mid- to l:itr -ill::';. Th!s me:l::r
that fJ,tlCh of the to;.:r;s::: 51!:'.5.J~

.W.1S r... i~:;ed, the employz~s sai~~.

The emp~()vees, who claim to fl;
present most of the deprtmem's
41 cmoloyees, prep3red a m'::ffiO
outlining thdr critldsms fer Gu".
Rudv Pe:rplch and said they deli~';

cr~d' it to the office of Rcnnre
Brooks, a special assistant to t!:e
"'overJlor, in late November. :v!S.
Brooks said Fridav th;;:t she has not
seen it, a!thollgh sh~ h:.d 9isct:ssed
the allegations earlwr WIth are
pr.:sentative of the err:ploj"!:€s.

A copy of the men:o. olJtained ~y .
the Minneapolis Tribune en tnE'
cor:dition tilat th~ employees not
be Idemifi<?d publicly, alleges thzt
Vann:

o lfurriedlv ordered his researc:t
staff to dupiicate a New York
tourism stdy. Ine rush rep·)rt
cor.ciuced that Mir.nesota would
.lo::,? $1.89 bHIion in tourism ~.e

cc!pts hy 1981 if it does. no: 1:1

crease its t(lurism p,omotlC:1 DUe!
get of about S,n5,OOO a ye~r. Va:m.
s~owed these conc1usiC'ns to Gov.
Rud\· Perpich, who said 1).; wou~d
r.:commer:d to the 1978 Legislat:.t~e
an S800,OOO-a-year incre:lse in

such spending.

However, shortly aftp.r the study
W:lS fi;1ished, rhe department's re
search director sen: V:l!l:1 a mer:lO
Ind i~:ttl:1:~ th:lt, t:~::'ca i..::;e of t!!~

3.hort r.i:ne r:tlov/'ed to p:""~p~ re ~~.:

studv, he 1:£id 1~0t dIscove:ed U~~Jl

<li'ter its completi,)n th~t "de:H:y
~rroneo''':':;'' d::ta \;;as u~p.d. DepHrr
me!!t sot! rees re;,ort that other
sLUcies i::dicate rhat ;\~i!":"esor;l

Jr:ay :~ctu<::.l1\' be dcL1g a b~rte:- Joa
tha"n tne r:,-"'£ion~! a·r'~r3~e st lurL1;
t()~ris~s. r{O'.vE-ver, this iafnL~~"

lio:l v.. :',:; not p::t~,;;(:d on to r~ie

;"""er~lor :t "d despite staff ~c...L:pl"''''. ..' I _.. 0

th.:!t rhe repo:-t ·...·ilS €"OHt'l'US.
V:lf,n order~d 150, :l.Jditlcnzti
copies.

CopHi'ht 1977 Minneapolis Triblllll!
By 'St~ve Brandt· .
Staff Writer

Minnesota's commissioner of eco
nomic development, Lee Vann, has
been accused by several present
and fOrr.1er admir.istrators in his
deoartment of mismanagement
and questionabte use of public
funds.

The employees claim that Vann
had grandiose plans for a
stztewide economic conference
thut was never helJ but cost thou
sands of dollars to promote, used a
f:lulif research .study to. justify
askir:g for iarge Increases In tour
ism promotion dnI!ars and failed to
pUblIsh tourism oo-:>ks and reports
required by state law.

They also ffiaintab that Vann has
enn·:;d in practices criticized by
leglslative auditcrs in the past. in
a'Jcf~s of his ad other agencIes.
Tnese incIud;: using st:?te funds for
social pU'1-'Oses, not promptly .re
pavina cash advances and aliowmg
an" er:1o;ovee to coHect question
able lodging a~d mileage expenses.
They <!.!so say Vann haS 11s~d state
files and copying machines for
personal pUrp<lses.

Vann denied some allegations last
v:eek, gave varying expla.naUcns
about others ar.d expressed frus
tration, saying he fears th.at t~e

dls3greement could undermtne hl5
attc/:lpts to obtain additional to~r

ism funds when the Legislature
::leets.

'/"Zlll CDn~jllued on page'9A

"r do~'t think the individual accu
s;>.tio~$ are as import:li1t as the
o....C'r-3.11 effect," th? 51-rear·old
comm:55ioner said. "Somebody's



i:i Paying $271.96 in state mo~ey

to take about 2S state empioyet>5
nr:d a few spo"Jses to dinner at Mr.
An[ho:ly's rcstat:.rar:t in St. P:lul
for the gojng-aw::.y din'-:cr of An
thony Trov:, assi5ta;'1t commission
er for indust;'ial de\·elcpmer:t.
',,'ann paid for the dinner fro:n the
special expense fund accorded
heads of state departments.

The employees' document sh::!.rply
attacks Vann 's le~dership and
management skills.' It contends
that "the entire staff; with a few
possible exceptions, is completely
demoralized and disillusioned." It
charges 'lann and Lukasze'.vski
with "total negative leadership."

Ms. Brooks said that once the alle
gations are actually received, the
governor's office will attempt to

'check them.

t;; Having a plane carrying depart
ment personnel on state business
that leaves from Holman Field· in
St, Paul make a special stop at
Crystal Airport near his home to
pick him up before contbuing to
its destination. Vann said having
the plane lTI.lKe the specil! stop to
pick him up is "more convenient"
because it saves him a 3D-mile
drive to St. Paul.

\.
f.1 Using S73.50 in state money to
ha\'e a pri:ltlng firm rednce in size
"color separ:ltions" (Sh~et3 used to
reprod:;ce a color phC't;J) and sc::d
ing t:1em to Madden Resorts near
Brainerd to use on its 1976 Christ
m~s care:!. The photograph is of a
loon and was used in the lure
book. The purchase order was
signed by Deputy Commissioner
Lukaszewski after a subordinate
refused to approve the expendi
ture. dep.1rt~entemployees said.

Perpich's code of ethics for state
employees prohibits using "state
time, equipment or other facilities
for private business purposes."

\',:''1:1 said Soietn :nav be treated.
d;~;'e;-~:ltly because his is a "special
E.ssig:lment·' ·and his cont:-act ends
at the end of JanudCy.

L'J Having state personn~1 copy ~i1

a state copying machine at le~st

100 maos of the route to Vann's
cabin n'ear McGregor, Minn.,. the
city wher~ he vIas married last
July 9, and to a hoc.sewarming
party at his suburban Maple Grove
home a few weeks later. Va~n

denies doing so. r-':."':""'-~:--------------
It alleges that only four meetings
of department dh·;sion heads with
Vann ha\'e been held in the 24
months he has been commissioner.
It adds that the department's 21
member advisory commission has
met only t\'v'ice since its formation
more tnan a year ago. And it com
plains that several depar.:ment per
:;onnel vacancieS have remaL'!ed
open for months, including an as
sistant co:-nmi3sfoner slot vacant
since last December.

The memo sent to Perp1ch (11so
questions Va:1n's use of st~te funds
and facilities in several h,tances,
including:

Vann responded, "I operate my.
dep2_rtment as a bl1siness. It's not
unusual for a business to entertain
its employees." However, lE'gisla
tive audits in the past have criti

rn Using two state file dravlers at cized other commission'ers for less
the department to house papers er exp.endit.ures for simiiar going-:
related to his service on the board :1way runctlOns. ;
of directors of Corr.eIius Co" a St. • l
Louis Park·b:tsed producer of bev- t:1 Obtaining $500 as a travel ad- ;
erage ar.d food dispensing equip- vance from a state fund intended
ment. Although witnesses say Cor- for that purpose on May 4, 1976,
nelius p~pers are stored there, yet not repaying it until Sept. 21,
Vann wi!! say only that state filE's 1977. This was despite a 30-day
inclt1de "my personal stuff," add- r>:payment policy estabiished by
ing that "what's in it is my bust- V41nn himself after a 1976 legisla
ness.". tive audit suggested that the fund

should be abolished. Said Vann,
"The policy is for employees; the
corr.missioner is in charge." He
added th:J.t he'd forgotten to repay
the money.

He said dupEcario!l of the ~ew

York tot:.ris:n study served his pur
~,,)5e of documenting the need for
touri57I1 spend ~I!g, ,~nd ad'i~d t~n.t

he didn't expect it to be pro;cise.
He complained that the 1977 Legi:;·
lat'lre stripped S100,000 for a pro
fessio;'1&1 tourism swd'.' from his
t:dget. •

V<li1i1 said that altho\) E;h the t',,-,o
p~b!\c:Hlons specified by the V~gL.:;

btur(o n:H'e not be~n produc~d by
the dro:;;-lment, his :m'.ff h2S C'J!TI
cincd th ~ inte:lt of the two i:l its
o~~~er pui.:!ic~tio!1s a.~1d ~n rna~er!a1s

di~.ributcd by regie:,::.l to'~ri3II!

g:O!;ps.

T~c (,0r:~:71is3ioner .s::id th~ ~i~TiniE.I

report is overdue because he
changed it from the two-year sum
m£r;l normally produced to a his
tory of the ct~part;nE:'nt since its
inception in 1948.

~ p~.:~tj a tempor4/.ry [·!;?:!~.t-::t

(:c~·:o:·e? \VJO !~'.··:5 !;1 \i:L-.·:~"~.

~",1i:1n.t IT).')re til~~n S2/i:jQ for ~Gd~·
:~t::" ::.~d TI;'e'1~e ev·r..-:q,- .. q hi~::l ~~~
.I.. ;:, ';, •• ~_ 11_ .... :" .... :-' .••• .::-e~ •• ~ :~t. :'''''
v·/o:-~~eQ In ~l. PZ1L:t. d~·S~i.~t: n if:~t5'"

latlve audi~or's t:-i~lt;i.S:-~l in 'l 1'~76
2U(lit of 3. siII1:L:~r 3rr?::geine!1t :n
the d::-rartment for il prr.:";":c:.lS e:n
p!oye.;.

..J·.... I .... ..... ~C' .. Jti, l~i {

:7j F,-.;:r:J to get :h", d~':-':i;,;-:;~::t'S! dep,z"rt;n'::1t in a similar case that

~.:~.·~... ~,-~;~!.)~~_~,?.~.t., ..,t~'~"'(J~,,;_.i~.~.r..!...:••..~.~i·~I~:.~:"~~,.:~r .....:\' 2.~ ~;nrl~)yt:e living in \Vinona.
- - _.... ....... - , ;J~l:ln., c'..n Gv[::'~ ~o st2.te \V"ork
,.:,.~:::; J~~? t,v :-:Ov. 1.S. 1~·7~. T::e t::e:-c, :)!;o~..:!d not be p~id for t:"a"~'c!

r':;'o~r "LlI is r:rlt d:i!:'2. e:~!l~:'.';~S as if he \vere o"sed in
'.'l":nO:ia.

V"ilrl' def.:ndcd the payment of
trav€'l exprnses to ',l;;!1!nm Soieta,
a rur:d \\I!lidom res:Ge;lt hired to
prom()t~ llgri:.l;SI:1':':;'; I1p?0rtu:iiti~s Vann justified the expf:nditurp. by
in ~,lii1;:r..'c'ota. Solt't.n g;cnds much .~ayjng that anyone promoting
of hLs v·:('r~: \','.?ck i!1 St. P~ul, G~d ;,iit~ncsota is v;elcome to borro\\l
till; IC,1. :r:2\';:!ir:g :!.rc,"nc the state, i c~p::.it;nent photographs. H?:vev- \.
yet l'; r~d'd for mde~;t and ic:dglng cr. d~pJ.rtrTi~!1t pers(;nn~l $Zlla the .
:1'; i: r,'.: '.'.-ere :J<.\sed in V,·i<:'10::'.. In colo;" separ::.tioils Wt're never re- I
13i6 a Icgisl~tiYe 8;,,:,Jit t\:.ld ~he turned.

.In an iI!terview last WE'"k, Van:1
re~ponde-d to the alleg:l.t:cils.

Althou~h a dep::.rtmenr p:-ess rE::
le:ise List Decemb-=:- attributed the
·q>.r:ceilation of the s'.lmmit conf?r-·
ence to "a record rE't~:I se;lson"
dh ertin~ merchants' att~ntion.

V;J.;-,n l,:;,st 'Neek also !Jla:ned the
c3!~c:211al:on on lack of fL~nds ;ro!!t
gO\·-27"rnn~r;t 3.genclfi:; and breaking

'. of com:nit:ncnts tu buy tickets by
rr;\"ate firlTIs.
L>t'p~rti:H:nt e!n~ioyee$ charge t~.lt

!"'Jost (If th~ 20,i]i)O r~pr!nt~~ to": the
c~nfe:-t~nce. \yere }:;=.tE'!" :rarQ",vn out
to be f:::tvd.:'d. Dc{"''.l~v CO:7irr.is
sI·)r;er Jf!.mes I..ukc.sze\vs}:i dIsa~
grees. CO~";t!:ll-::!l;.gt)-,at ?0 p~rcent,

0; ~1Y)tJt 7,000. of ant> of the r~

r:i!!ts \ll~je h3.nde:d ot~t 1:1 r£SDvnse
to ir:!qui:-ies ao.:>ut :.1i:mesor :l: '"I'll
etot nw n;;.t if m0re tna., 500 cooi~:;

were ha;;ded o'.1t," s.:ud one iormu
,=:mplo;;ee.
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June 7, 1976

TO: Senator Norbert Arnold, Chairman
Senate Finance Cow~ittee

FRO~I: Dave Giel, Finance Corrnnit~ee Staff

RE: Department of Economic Development

Since becoming Commissioner of the Department of Economic

Development (DED) la~t December 1, Lee Vann has demonstrated

an um"illingness to follm'1 established regulations and procedures

regarding the expendit~re of public funds within his department.

This problem has occurred in the purchase of materials and in

contract letting.

Vann :poes not deny tha~ he has ignored establishe.d. procedures

in some cases. He says this is justified by the 1m'! creat.ing

the department (Chapter 362), which, according to Vann's

interpretation, gives the DED wide latittide to contra~t·for

and purchase services and materials without ~egard.to established

procurement channels. Both the Finance and Administration

Departments disagree with his interpretation. Paul Zerby,

the attorney general assigned to DED, has written a memo. to

Vann regarding this problem. To date, this memo has not been

made available to us.

Although Vann claims his actions are necessary to avoid

bureaucratic delays, in some cases where the DED has ignored

procedural requirements the eventual delays have been longer

than those caused by the bureaucratic process.

In'at l~ast one case, the department is paying more for

equipment than it \{ould have cost had it been purchased according

to established procedures.
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One high-ranking Administration Department official said

of the DED, "To hell ''lith rules and regulations, that's their

attitude."·

A DED employee, asked if Vann is knoHlingly asking state

employees to violate established procedures~ replied that he

is. And a Finance Department employee who deals with DED said,

"The biggest problem with that department is a commissioner lVho

doesn't want to follOl'1 the rules."

Following are some problems that have occurred within DED

in this area.

1. The 1975 Legislature appropriated $150,000 to the

department to design and print a."lure" book to entice tourists

to Minnesota and to print <i. tourism directory. The peak of the

vacation. season is fast approaching and bids for the "lure"

book printing c~ntract have not yet been 6pened. The 48-page,

four-color boo~let was ready to go to press in March, according

to DED. The delay resulted because the department originally

bypassed the established Procurement Division system for letting

bids·on.printing work. Instead, the DED empowered Chuck Ruhr

Advertising to take bids on the approximately $85,000 contract.

According to Jim Lukaszewski, Director of DED's Publicity and

Promotion Division, the Ruhr firm received four bids and

forwarded them to DED.

Lukaszewski said he rejected the low bidder~ H. M. Smyth

Co. of St. Paul because that firm could not guarantee the

availability of materials by the required date~ The contract

went to the next lowest bidder, Meyers Printing Co~ of 'Minneapolis,
.',

a firm which, according to Lukaszewski,- does a good deal of

printing for the Ruhr agency.
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When the Finance and Administration Departments learned

of this bidding process, ~ squabble occurred, with the two

departments contending the DED had acted improperly. DED

contended that its interpretation of Chapter 362 allowed it to

proceed in this manner. Because of the dispute, DED eventually

agreed to follow the established bidding procedure. That

procedure is now in process, and the Procurement Division will

open the bids'on June 9. It is unlikely that the booklet will

be available in time to have' any significant impact as a tourist

lure this year.

2. The department agreed to purchase $5004.90 in drapes,

carpeting and furniture from the Sperry Office Furniture Co.

of, St. Paul to furnish a tourist information center in the

Hanover Building. When the requisition was sent f~om DED to the

State Procurement Division it was determined that the redeco~ating
'. .

job should have been bid through that division. The DED objected,

however, and eventually the purchases from Sperry were declared

an "emergency" so that the offices can be furnishe'd in time

for the tourist rush.

According to a senior buyer in the Procurement Division

in charge of purchasing these items,$l,548.l0 worth of furniture

purchased from Sperry could have been obtained for not more than

$1,072.76 from the vendor w'ho holds the state contract to supply

that type of furniture. In addition, the buyer said the DED, is

paying 10 to 20 percent more for drapes and carpeting than

necessary because Sperry subcontracts for drape making and carpet

laying, thus adding to costs.

3. The department staged a tourism conference at the

Thunderbird Motel, running up an $1,880 bill in one day without
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first completing the required purchase order. The paperwork

was processed after the fact. The conference was held January 28,

and when I visited DED on May 18 a portion of the bill remained

unpaid.

4. Commissioner Vann took a dozen or so staff members to

the Decathalon Club for a "working meeting," paying the $160

tab out of his personal $1,000 expense account. This type of

expenditure is perfectly legal, I was told, but one wonders

why DED employees cannot work in their own offices instead of at

a posh club.

5. The department wished to purchase.a $4,500 computer

terminal out of unexpended funds remaining at the ·end of this

fiscal year and· spend $1,000 to "play" ,'/i th it to determine its

potential bses in the department. But the S~ate Informatiqn

Services Division stopped the purc~ase pending' a "review of n~ed.

DED thinks the review is overly complex~ However, one state

official said he still cantt figure out why DED needs the

terminal.

6. Several purchases have either been proposed or completed

without DED preparing the necessary documents. These include

$1,600 for industrial development service folders; $200 for

spiral notebooks, and $1,110 for notebooks for ne''iS media

. representatives attending the Governor's fishing party.

According to the Procurement Divis~on, several of these purchases

were eventually cancelled. The divisiopsaid $370 worth of

notebooks for the fishing party were eventually purch~sed under.
a Illocal purchase lt procedure although the transaction didntt

qualify for that category.
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7. A secretary in DED terminated on May 14. Commissioner
Vann sent a May 3 memo to Ray Hartmann, the DED accounting

.coordinator, asking that her retirement contributions be available
for her on her last day of work or within 10 days afterwards.
Regulations require a 60 day wait before application is made
and another 30 days delay before the check is mailed. Vann
said he knew of the waiting period before sending the mem~ but
thinks it is unfair to an employee to wait that long for the
funds. - Several employees who deal 'vi th Vann cited the memo
as another example of his disregard for established procedures~

Critics of the· department say Chapter 362 should be
interpreted much more strictly ~han Vann read~ it. Zerby's

'memo-may clarify this situation. In addition, officials
sai thai-many-of the DEDts activities--the lute b~ok, the
Hanover Building remodeling project, t~e business seminar at
the Thunderbird~-couldbe prepared for in advance so that these
problems did not occur. lqith proper planning, regulations
could be followed and project deadlines' could still bernet.



PRESS RELEASE

FROM THE OFFICE OF: STATE SENATOR ~ORB~RT ARNOLD
ROOM 121 STATE CAPITOL
SI' PAUL~ MN 5S15.5
5 2-296- ~·1.55

JUNE J.L~ I 19Zh

STATE SENATE FINANCE COMMITTEE CHAIRMAN ~IORBERT ARNOLD J
" . .

DFL-PENGILLYJ TODAY REQUESTED THE LEGISLATIVE AUDIT COMMISSION
\

TO PERFORM A COMPLETE FINANCIAL AND PERFORMANCE AUDIT OF THE

STATE DEPARTMENT OF ECONOMIC DEVELOPMENT.

IN A LETTER TO LEGISLATIVE AUDITOR ROBERT A. WHITAKER J

ARNOLD SAID J "THE DEPARTMENT APPEARS TO ~E IGNORING OR EVADING

THE FISCALLY SOUND MANAGEMENT PRACTICES IT" AND ALLSTATE AGENCIES"

ARE REQUIRED TO FOLLOW."

ARNOLD CITED illo RECENT INCIDENTS IN WHICH THE DEPARTMENT

AGREED TO PURCHASE MATERIALS WITHOUT GOING THROUGH NORMAL STATE

BIDDING PROCEDURES.

THE FIRST INCIDENT CONCERNED A PR"INTING CONTRACT FOR A
" . .

"LURE" BOOK DESIGNED TO ENTICE TOURISTS INTO MINNESOTA •. ARNOLry

SAID PRINTING OF THE BOOK HAS BEEN DELAYED BECAUSE THE DEPARTMENT

FAILED TO FOLLOW ESTABLISHED BIDDING PROCEDURES UNTIL.PRESSURED INTO
.' . . .

DOING SO BY THE STATE FINANCE AND ADMINISTRATION DEPARTMENTS.

THE ECONOMIC DEVELOPMENT DEPARTMENT ORIGINALLY CHOSE MEYERS

PRINTING CO. OF MINNEAPOLIS FOR THE JOB AFTER A BIDDING PROCEDURE
. .

. . "

CONDUCTED BY THE CHUCK RUHR ASSOCIATES ;~DVERTISING .D:GENCY.I WHICH

HOLDS AN ADVERTISING CONTRACT WITH THE DEPARTMENT" ARNOLD SAID.

HOWEVER" IN THE COMPETITIVE BIDDING" MEYERS BID WAS $1~"n00'

~IGHER THAN THE LOW BID OF ~55.1845 SUBMITTED BY MCGILL GRAPHIC

ARTS OF ST. PAUL" HE SAID.



}' .
"THE POTENTIAL LOSS TO OUR TOURISM INDUSTRY BECAUSE OF

. .

7HE ECONOMIC DEVELOPMENT DEPARTMENT'S ERRORS IN THIS MATTER CANNOT

BE MEASURED~" ARNOLD SAID.

HE ALSO SAID THE DEPARTMENT AGREED TO PURCHASE FROM SP~RRY
'. . . . .. . . . ~

OFFICE FURNITURE CO. OF ST. PAUL $5~O~4.9~ WORTH OF FURNITURE~

CARPETING AND DRAPES FOR ITS TOURISM INFORMATION CENTER.WITHOUT

FOLLOWING ESTABLISHED BID PROCEDURES.

THE STATE PROCUREMENT DIVISION EVENTUALLY APPROVED THE'

PURCHASE AS AN"EMERGEnCY" IN ORDER TO FURNISH THE OFFICE IN TIME

FOR THE TOURIST SEASON~ ARNOLD SAID. HOWEVER~ A SENIOR BUYER

IN THE !)IVISION' SAID $1~548.·lfJ WORTH OF FURtlITURE PURCHASED FROM

SPERRY COULD HAVE BEEN- OBTAINED FOR $1~·072. 76 OR LESS FROM A STinE - -
. .

CONTRACT VENDOR. AND THAT THE·DEPARTMENT IS PAYING 10 TO 20 PERCENT

MORE FOR DRAPES AND CARPETING THAN THE PRICE AVAILABLE FROM OTHER
. . ...

VENDORS~ ACCORDING TO ARNOLD'S LETTER.

ARNOLD .SAID IN'THE LETTER~ '~H~SE ABUSES OF· ESTABLISHED
-. .

PROCEDURES CANNOT BE TOLERATED. I BELIEVE A COMPLETE AUDIT OF

THE DEPARTMENT OF ECONOMIC ~EVELOPMENT IS NOW REQUIRED TO DETERMINE

IF THESE ARE ISOLATED INSTANCES OR IF THEY ARE PART OF A PATTERN
- . -

OF EVASION OF REQUIRED FINANCIAL CONTROLs WITHIN THE DEPARTMENT."

2
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Commissioner Lee Vann
Deoartment'of Economic Development.. ,

Hanover Bu~lding

St. Paul, l-1innesota

Dear comm~ssioner Vann:

March 22, 1977

I would like you to clarify apparent inconsistencies in
statements made by you in recent months regarding the
creation 9f new jobs in Minnesota.

On September 22, 1976, you told the Citizens League Committee
on the Twin Cities Economy that a maximum of 4,500 jobs were
created in 1975. On JanuarY.24, 1977, you told the Senate
Employment Committee that even giving it the benefit of the
doubt, the number of private sector new jobs created was
10,000 which would be only one-third of our need for new
jobs in the next two years. In the Winter, 1977 issue of
the "Greater Hinnesota" publication of MACI, the impression
was created, presumably based on statistics from your depart
ment, that a declining rate of job growth has occurred in
Minnesota. You were a member of a pane~ discussing this problem.

When I compared these statements and impressions with recent
estimates supplied by your 'department I find that "••• roughly
34,000 new non-agricultural jobs will develop each year if
historical trends continue." Further" I find that your figure
of 4,500 was based on new and expanding manufacturing plants,
warehouses, research and development laboratories and power
plants but did not include categories of employment such' as
wholesale, retail, finance, insurance, services, etc. (Table
of new and expanding industry growth in Hinnesota 1968-1976,
recently provided by the Department of Economic Development).

Checking further, I find that according to your department, an
annual: average of 33,600 new non-agricultural jobs were created
each year in the period 1970-1974 (based on Table IV of A
Comparative Assessment of Economic Growth in the North Central
Region 1940-1974). These figures correspond fairly closely
with calculations based on SPA data indicating when government

COl\t:\lITTES • Finance Committee • Vice Chairman. Employment Committee
Chairman. Subcommittee on Economic Development • Health. Welfare and Corrections
SERVl:'\G • Arden Hills. Centerville. Columbus Township. Gem Lake. Lino Lakes.
Linwood Township. Little Canada. ~1aplcwood. ~lounds View. ?'Iorth Oaks. Rose....ille.
Shore.... ie\v. Vadnais Heights. \Vhite Bear Lake, White Bear Township

",
\

"
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jobs are excluded, an annual average of 34,500 new private

non-agricultural jobs were created from 1970-1974 compared to

an annual average of 27,020 new private non-agricultural

jobs created in the period 1960-1970 (Handout on State

Employment Projections, State Planning Agency, December, 1976).

To me, the -apparent disparity between your agency's data and

your own public statements not only raises a credibility

question about state government, it also tends to reinforce

a negative feeling about economic development in this state~-

To the extent that the development climate in Minnesota needs

improvement, I am committed to directing my subcommittee toward

real solutions to real problems. However, I am not enthusiastic

about spending our time trying to counter the "bad-mouthing"

which only tends to become a self-fulfilling prophecy.

I am most displeased by whatever erroneous impressions you have

created throughout the state with this apparent misuse of data,

particularly with the business community. I am asking you for

an immediate clarification of this and a public statement to

the contrary if, in fact, such a disparity exists •

.ery?urs,
: JOHN MILTON

JM:bwm
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,SOBCOM1-lITTEE ON ECONONIC DEVELOPHENT
.OF THE E:'-lPLOYHENT CO:-!HITTEE

MARCH 28, 1977
Room 118
8:00 A.M.

MEHBE.~S PRESENT:

ME.."1BERS EXCUSED:

HENBERS ABSENT:

Senator Milton, Chai~an
Senator Kleinbaum
Senator Purfeerst
Senator Staples
Senator willet

Senator Bang

Senator Frederick

c
Senator ~tilton called ~~e meeting to order at 8:10 A.M.He announced that S.F. 675 (Kleinbaum), providing grantsto cor.~unity development corporations would be heard.Senator Kleinbaum was asked to present his bill.

Senator Kleinbaum spoke of the difficulties he has notedyoung people encounterL~g when trying to start a new busL~ess,and the red taoe of the Small Business Administration's rulesand procedures: He lauded the CDC's for their assistancein: this field.

Senator Kleinba~~ poL~ted out an error in the bill and suggestedthat an amendment be made to correct it. (Page 1, line 19,"1060.2-4I'was changed to ~l060.2-2". Senator Staples rnoved toaccept the amendment. MOTION CARRIED. He then called uponMr. Mel Aanerud, Small Business Administration, to givetest£mony on behalf of the bill.

Mr. Aaner.ld stated that he was an employee of the SmallBusiness AdmL~istration on loan to establish rules ~~dregulations for the CDC program. Ee indicated that-there area n~~er of poor communities within the state below the federalpoverty lL~e. We need effective ways of dealing with those .people. Alternatives are:

1. Get them jobs through free enterprise sector. But whatcompanies would be willing to risk investing moneyin depressed areas to produce jobs?

2. Welfare or else move them somewhere where t...""ey don'twant to go to find work.

3. OR CDC~ State or federal monies to provide venturecapital to these non-profit corporations controlledby community residents for the purpose of developingfor-profit, job-producing ventures.

Our legislature developed the first CDC state program as a pilotprogram. We have gone through an extensive rUle-making procedure.The bill in its present form is a culmination of thisexperience.

Senator Purfeerst asked how ~~e CDC areas were determined.Mr. Aanerud replied that each community creates its own CDC inthat particular area. If the community feels a need, it goesto the CDC for assistance -- the CDC progra~ does not come toit "looking for things to do."

I
I.e!:
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Senator Milton suggested that another technical amen~~ent be
made to the bill. Page 1, lines 22 and 23, strike "is
responsible to" and insert "shall". Amendment· moved by Senator
Staples. ~10TION CA~~IED. Other amendments made were: page 4,
line 1, strike "equitably" and insert "equally" and page 4,
line 2, strike "outstate" and insert "nonmetropolitan". _MOTIONS
C.~R...~IED.

Senator Purfeerst moved that S.F. 675 be recommended to pass
as amended on the condition that a suitable horne be found for
it. MOTION CARRIED.

Senator Purfeerst then moved that Senate Counsel prepare a
resolution calling for the resignation of the Commissioner of
~~e Depart~ent of Economic Development, Lee Vann. MOTION
CARRIED.

Meeting adjourned at 9:45 A.M.

c--·

Barbara Martin
Subco~~ittee Secretary

John Milton
. Chairman
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,~ SUBCO~~lITTEE ON ECONOMIC DEVELOPMENT,
OF THE ~1PLOYMENT CO~4~ITTEE

MARCH 30, 1977
Room 118

t 8:00 A.M.

MEMBERS PRESENT: Senator Milton, Chairman
Senator Frederick
Senator Kleinbaum
Senator Purfeerst
Senator Staples
Senator t-lillet
Senator Laufenburger, ex-officio

MEMBERS EXCUSED: Senator. Bang

c

(.~

Senator Milton called the meeting to order at 8:10 A.M. and
recognized Senator Purfeerst. Senator Purfeerst described
briefly the events which had precipitated the preparation
of the subcommittee resolution asking for the resignation
of Lee Vann, Commissioner of Economic Development, which he
then read. After reading the resolution, Senator Purfeerst
said that he had decided ~o withdraw the resolution and moved
that it be laid on the table until such time, if ever, that
it was again needed.

Senator taufenburger thanked Senator Purfeerst for his motion
to lay the resolution on the table. He indicated that there
had been a breakdo~~ in communication. between the DED and the
legislature and he admonished the department for not monitoring
the subcommittee hearings.: Both groups are trying to achieve
the same goals, and as such, keeping a close working relationship
is imperative. He reiterated that he did not want ~~is sub
committee casting any dispersons on the Department of Economic
Development.

Senator Willet stated that he concurred with. the governor's
position, that is, give Mr. Vann a year to improve relations
with ·the legislature. He noted that Mr. Vann seems to have
a good relationship with the public but that he didn't appear
to understand the workings of state government -- that it was
an absolute requirement ~~at agencies have a good workL~g

relationship with the legislature. One could ~ot go around
"bad-mouthing" the legislature, the committee, or L~divic.ual

legislators. The legislature expects competent performance out
of any commissioner.

Senator Kleinbaum also indicated that he was glad that Senator
Purfeerst had withrawn his motion of resignation. He thought the
subcommittee's actions would bring favorable public attention
to the legislature.

Senator Frederick asked if he could add the Commissioner of DNR
and the PCA for failing to appear before the I-R caucus. Denied.

The motion to table the resolution calling for the resignation
of Lee Vann was made by Senator Purfeerst. MOTION CA~~ED

UNANI:·!OUSLY. ..... :



. D:EPARTMENT_-.I.I.OJ,;.F_E..C...,O...r.lN.:uTO..IJ.~;.:..'Tu.C........D.L.I.E.....VE~I4l.,O(J;.P,.;;Hu....uFNT...L-_ Office Memorandum IJ-t
TO Lee Vann DATE: 9-19-77

FROM

SUBJECT:

James E: ~foore PHONE: 6-0581

Special Report: An Overview of Minnesota's Tourism Industry

In preparing the materials for this report, we simply duplicated the New York re
port whever possible as per your instructions. Due to the short time we had to
put it together, we accepted all of their material at face value.

We have since ·had time to look at the materials and data sources more closely and
discovered some clearly erroneous material which I felt should be brought to your
attention. Page 11 of the report is a totally erroneous comparison of the growth
in the various state Tourist-Travel Expenditures. The U. 5. Travel Data Center
data which was used was obtained from a survey of state travel agencies which
each arrived at their o~n figure for travel expenditures in their own state. You
thus have essentially fifty different methods being used ·to arrive at a figure
for a nebulous thing called Tourist-Travel expenditures. The Wisconsin figure is
not for Tourist-Travel expenditures, but rather for Hospita1ity-Recreation-Tourism
expenditures. Washington and Utah clearly misinterpreted the question when they
reported ,their ITState estimate of income generated by tourism in 1972".

The following table should illustrate the point:

Minn. Wise. Wash. Utah
Census Report of 1972 Lodging Receipts $189 Mil. $172 1-1il. $144 Mil. S 54 Hil.

State Estimate of 1971 Tourism- $810' Mil.
N. R. $642 Mil. $200 Mil.Generated Income (1970)

State Estimate of 1972 Tourism- $886 Mil. $2.0 Bil. $ 40 Mil. $ 22 ~fi1.Generated Income
State Estimate of 1973 Tourism- $921 Mil. $2.5 Bil. $660 Mil. $163 Mil.

Generated Income
State Estiu~te of 1975 Tourism- $1.1 Bil. $3.5 Bil. $1.0 Bil. $305 Mil.

Generated Income

Washington's 1972 estimate is less than one-third of what they picked up in lodging
receipts alo~e and Utah's is less than half. They both also show drops in their
expenditure estimates that are inconceivable.

Though the 1972 Census shows ~tinnesota with slightly more in Lodging Receipts than
. Wisconsin, that state's supposed estimate of tourism income is more than twice as

large as Minnesota's.

We also don't know how they arrived at their 15 percent average annual national
growth rate reported on page 11 and used to create the charts on pages 23 and 25.

We have checked a variety of sources and cannot find adequate d~ta to repl~ce that
used to cre~te the materi~ls on the pages we have referred to.

JE~f:gah
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DEPARTrvlENT OF ECONOfvilC DEVELOPMENT
480 CED,4R STREET

ST. PAUL, rv1/NNESOTA 55101

December 21, 1977

Mr. Joe Pernica, President
Consumer Behavior, Inc.
345 E. 69th Street
New York, ~Y 10021

Dear ~fr. Pernica:

Relative to the attached memorand~~ from my Research Director,
he appears to be questioning the methodology used in developing
certain information in your Ne\i York Tourism Study. You note
he refers specifically to page 11 of your report and the
charts on Pages 23 & 25.' In particular he questions the US
Travel Data Center information.

I would appreciate your analysis of the attached memorandum
and any information you might give us relative to the accuracy
of the information and your reasoning for developing same.

I would appreciate this information as soon as possible as
our Department is under investigation for using your information
as source material for developing some Hinnesota tourism
information.

Thank you for your consideration.

Lee A. Vann
Commissioner

cc:~m Lukaszewski
Bob Ellsworth

enc.

LAV: sm

AN EQUAL OPPORTUNITY E~..lPLOYER
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CONSUMER
BEHAVIOR
INCORPORATED

.ll arketing / Communications
Research and Counsel
345 EAST 68TH ST~EET

NEW YO~K.N. Y. 10021 737-4115

New Tel. No. (212) 734-4556

December 29 I 1977

The lack of good national data is a problem which we have to face in the Minnesota study.
We discussed it at length in our Tuesday meeting and ccme up with some new possibilities
fo.. developing a sufficiently reliable set of data, which we are going to explore.

...

Dear Mr. Vann:

Commissioner Lee -A. Vann
Department of Economic Development
The State of Mi nnesota
480 Cedar Street
St. Paul, Minnesota 55101

I hope this answers your questions.

Sinc:erely,

t? c9J~~
Joseph ·Pe!J'lica
President

Ilea

- As Mr. Moore pointed out in his memorandum of 9/19/77, the information from theU.S.
Travel Data Center used on Page 11 of the report is an unreliable source due to differences·
in the definition and computation of travel expenditures among reporting states.- Also, as I
have since been able to trace, some of the reported data contained errors. I have been
told that it was not feasible to correct or adjust the data for the New York report, since
there was no way of tracing the problems back to the states. Median rather thon mean
growth was used (Pages 11, 23 and 25) in order to mirrimize the effect of II odd " numbers.
The only other available source of national- data - the U.S. Travel Data- Center's own
estimates - unfortunately was nat anymore reliable. Iv\r. Moore has good evidence of.this.

The questions you raised in your letter of December 21 were discussed by Mr. Jim Moore
and myself during OUI" Tuesday meeting in Minnesota (12/27/77). To give you background
on the New York State project, I was responsible for- the development and presentation
of the consumer study and the marketing recommendations. I was not closely involved
in the statistical analysis of the economic data. Since ( started working on the proposal

. tOr Minnesota, I have taken a close look at the statistical section, including the problem
arecs. you. mentioned.
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AGRICULTURAL EXTENSION SERVICE

UNIVERSITY OF MINNESOTA Department of Agricultural and Applied Economics
Classroom·Office Building
1994 Buford Avenue
St. Paul, Minnesota 55108

January 9~ 1978

Mr. Robert Goff, Director
Governor's Task Force
B-59, State Capitol
St. Paul, MN 55155

Dear Mr. Goff:

This letter comments on the Special Report - An Overview of Minnesota's
Tourism Industry as requested by your office. I will treat primarily the
first 25 pages of the report.

1. First an overall view of the report's message:

Tourism is a significant Minnesota industry.

Compared to many other states Minnesota's industry
is losing ground.

The state-level tourism promotional effort is rela
tively small.

As a consequence Minnesota is not realizing tourism
r-et.urn that it should.

I agree generally with this message, although the second item
has documentation problems and needs substantial clarification.

-2'. In a detailed review the most troublesome, and probably inaccurate~

parts of the report are on pages 11~ 23 and 25.

While the data on page 11 are derived from the U. S. Travel
Data Center, it is almost certain that some states changed their
basis for reporting tourism sales in the 1972-75 period. Hence
deceptively high average annual changes were computed. In reality~

almost any annual percentage above 20 percent should be subject to
scrutiny. Projections made on pages 23 and 25 and based upon the
data on page 11 could be in substantial error.

UNIVERSITY OF MINNESOTA. U.S. DEPARTMENT OF AGRICULTURE. AND MINNESOTA COUNTIES COOPERATING



Mr. Robert Goff
January 9, 1978
Page 2

In contrast to page 11, data on page 19 indicates that Minnesota
lodging receipts grew at a faster than average rate in the 1967-72
period. Thus the data on growth rate actually points in two opposing
directions.

. The probable meaning of the lodging data on page 19 is that
lodging sales in Metropolitan parts of Minnesota have had healthy
growth. It is these components of lodging sales that the Census of
Business reports with a good degree of accuracy. But lodging sales
usually make up less than one-fourth of all tourism sales. Overall
tourism in Minnesota and especially tourism in outstate areas could
be at a relative disadvantage even though metropolitan lodging receipts
enjoy good growth.

3. Finally some overall observations concerning the report may be in
order.

The report was prepared to demonstrate need for the Minnesota
tourism promotion program. Data to document this fact are of limited
quality thus it had to draw upon (1) National-level data which mayor
may not apply well to Minnesota (2) Partial o~ tangential data. The
data problem exists (1) Because of the complexity of tourism; it cuts
across parts of a large number of discrete industries as treated by
the Census of Business, and (2) Because little support has been pro
vided to gather adequate tourism data. Thus, we have a problem which
compounds itself - in order to tell the story of tourism commissioners
and chamber of commerce leaders are often forced to use unreliable
data. This unreliable data raises as many doubts as it resolves.

It might also be noted that early attempts at a state recreation
plan brought together data much of which was tangential or questionable.
Yet the "Plan" was supposed to set the program and establish eligibility
for expenditures of as much as $15 million in Natural Resource and Land
and Water Conservation Reserve Funds. Only now, 1978, do we have a
systemmatic research program underway to serve as a guide for Minne
sota Recreation Planning. This comment is less intended to criticize
the process of developing a State Recreation Plan as to point out in
herent difficulties with tourism planning and the need for a systemmatic
approach to research and development of Minnesota's tourism potential.

Please contact me if I can assist further.

Sincerely. Rd ..
/h/~~~

Del Blank
Professor and Extension Resource Economist UB:cf
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The appropriation for 1976 includes sufficient moneys for the de
velopment and publication of a statewide pictorial guide and a state
wide vacation guide.

ore than o~e research project may be undertaken. The com
missioner shall report to the next legislative session specific requests
for research projects for the next biennium.

Subd. 2. Hedia .Advertising 262,500 262,500

None of these funds shall be expended for
promotional expense.

failure or refusal to make a recommendation promptly shall be deemed
a negative recommendation.

If at any time during the biennium ending June 30, 1975, the
workload of the utilities regulation program falls below that which is
anticipated and the executive director determines that the appropriated
resources are in excess of that program's needs, he shall notify the
commissioner of administration. The commissioner of administration
may transfer any resources so deemed to be in excess to the state de
partment of energy if that department can demonstrate sufficient need,
and provided that no employee of the state shall lose any accrued
rights or benefits.

Sec. 44. ECONOMIC DEVELOPMENT

Subd. 3. Hatching Grants for Regional or
Local Tourist Development . 250,000 100,000

The commissioner of economic development may enter into con
tractual project agreements with organizations or corporations for the
purpose of developing the tourism potential of the state.

If in the judgment of the commissioner, a project will make a
meaningful contribution to the tourism deVelopment of the state, he
may enter into local or regional agreements. No agreement shall be for
more than 50 percent of the total annual project co~

Sec. 45. AERONAlJfICS

Changes or additions iDdJcated by underline deletions by st:liltee\t~

funds

517,500

430,000 .

130,000

3,104,197

2,760,570

11,381

000 27,000

1,235,535

030

,

~944

~OOO

ilOOO

i
~
~

Ixpended balances
Iiall be transferred
bartment has con
Ir,. ropriations com
I made its recom
lidvisory only and
1

rns .by sa ilfeettt

I



NEVl'S RELEASE

Immediate Release
Tuesday, November 2, 1976

DEPARTMENT OF ECONOMIC DEVELOPMENT

F~om: Jim Lukaszewski
480 Cedar Street
St. Paul, Minnesota 55101
(612) 296-3924

MI~~SOTA D.E.D., STATE BANKERS
SPONSOR ECONOMIC "Sm.~lIT CONFERENCE"

Critical economic issues facing Minnesota will be the focal point of a two-

day conference called Perspective Nineteen Ninety, planned by the Minnesota

Department of Economic Development and the Minnesota Bankers Association Dec. 2

and 3 in the St. Paul Civic Center.

As many as 10,000 citizen-delegates from allover the state are expected to

attend the economic. "summit conference," representing all facets of economic life.

in Minnesota, including business, labor, agriculture, education, economic planning

and forecasting. Lee Vann, commissioner of Economic Development, says the

conference has been designed to generate serious, open-ended inquiry into the state

of Minnesota's economy and the implications of growth.

Perspective Nineteen Ninety will open with presentations from a dozen prominent

resource people --- Minnesotans who are well-versed on specifics of economic issues.,.

These presentations will provide a springboard for lengthy discussion by citizen-

delegates to the conference leading to formation of economic policy guidelines for

Minnesota --- "an economic platform," in Vannts words.

''Minnesota must have an economic policy," says V~. "Economic growth has

occurred at random, not by design. Unless we begin thinking about the future

economic situation of this state --- asking questions and working out some policy

options --- our growth will be sporadic and accidental.
/>

-more-
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Our conference will bring together citizens with a wide range of concerns

and knowledge. It will be more than a consciousness-raising session; it will

produce a call to action. On the second day, all conference delegates will vote

on resolutions that will make up an economic pOficy statement for Minnesota."

All members of the state legislature will be invited to observe conference

proceedings, says Vann. "It is no accident that we planned Perspective Nineteen

Ninety so it will occur four weeks before the 1977 legislative session begins. It

is our hope that the economic policy statement emerging from our conference will

provide a basis for legislative action in the coming biennium."

Without a doubt, says Vann, the major economic issue facing M~nnesota is a

growing demand for jobs of all kinds. -"We are currently producing only about 50

percent of the total jobs we actually need in this state every year,". says Vann.

"I'm talking about jobs for citizens of Minnesota --- people already within the

state who will enter or re-enter the labor force."

Based on conservative labor force projections provided by the State Planning

Agency, says Vann, Minnesota will have to provide at least 285,000 new jobs by 1990.

"Since more information is bound to emerge as we approach 1990, that figure could

be. adjusted upward to as many as 400,000 new jobs needed."

He continued, "The State Planning Agency indicates that the greatest increases

in the state's labor force will occur between this year and 1980 as the remainder

of the large post World War II baby-boom generation is absorbed into the labor market.

In addition, more and more women of all ages are joining the labor force.

"Obviously," says Vann, "if Minnesota can't provide enough jobs to match the

labor force demand, more and more talented people will leave this state. Talented

people will be known as our greatest export product. Unless we establish a jobs-

oriented economic policy, we t 11 never be able to create enough new employment for

our people."

-more-
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Surrounding that basic employment issue, he adds, are questions including:
Who is responsible for job creation? What kinds of jobs are needed in what areas
of our state? Specifically, how can ~finnesota capitalize on its economic assets
to provid~ new jobs? What strategies can be developed to keep healthy business in
Minnesota and to attract more of the right kind?

"There are a number of critical choices available to the state," says Vann.
"Perspective Nineteen Ninety will help determine what our initial choices should be."

Funding for the economic "sunmUt conference" will come from a variety of
sources, including federal and state government and the private sector. The
Minnesota Bankers Association w~ll involve its 750 member banks. Banks will have
tickets available and will serve as conduits for registration. Bankers will be
encouraging their customers and local leadership to participate •

. Vann emphasized that any person in Minnesota interested in becoming a citizen~

delegate to the conference will be welcome to attend. All $10 registrants will be
voting conference members. To register, send your check to Perspective Nineteen
Ninety, P. O. Box 1990, St. Paul, Minnesota 55111, or call (612) 296-5005.

Following the conference, a summary of the proceedings will be provide~ to
delegates.

-ps-

AD13 (11176)



, ., rw·' ·UTI ~
.. t ! .- . ~'{' r ' ... 1" f: ·IIl1lITU<eB@ .. ;

DEPARTMENT OF ECONOMIC DEVELOPMENT
480 CEDAR STREET

ST. PAUL. MINNESOTA 55101

September 16, 1976

Mr. Russell F. Grimes
Deputy Director
St. Paul Civic Center
I. A. O'Shaughnessy Plaza
St. Paul, MN 55102

Dear Russ:

This letter is to confirm the Minnesota Department of Economic
Development's intention to rent the facilities of the St. Paul
Civic Center Complex for Thursday, December 2, and Friday,
December 3.

The working title for the event we intend to put on in your
facility is the "Minnesota Economic Summit Conference."

Projected attendance at this event is in a range from 5,000-
8,000 people from allover the state of Minnesota. This projection
is substantially higher than the projection we discussed earlier.
We need to get together to begin talking about a slightly different
plan than we had originally discussed. It looks more and more as though
we need to consider using the arena area as opposed to the old
auditorium space the way things are shaping ,up.

Please send the necessary rental documents to my office for signature •
.Keep in mind that the state of Minnesota is unable to pay any advance
fees or deposits. We are authorized under the law only to pay for
services rendered.

I will be the overall coordinator of the event. Others expected tVa""
work on the project include the public relations firm of Padilla & .
Speer, Prom Catering, Camping Media Consultants, Inc., and others.

I believe that plans for the conference will be well enough along so
that we will be able to get together with principals involved in the
management of this event sometime around the 1st of October to begin
ironing out the technical details of the conference.

AN EQUAL OPPORTUNITY EMPLOYER
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Russell F. Grimes Page 2

Since we are unable at this time to give you a definitive
explanation both of the schedule of events and the setup that
is required for the number of people we anticipate to be in
attendance·, the documents you send to us in response to this
letter should be for the commitment to rent the building only
at this time. I am certain we can develop a supplemental document
subsequent to our meeting in early October· to cover any additional
costs which might occur with respect to security, setups and
teardowns of equipment, and other items required by the conference.

Sincerely,

Jim Lukaszewski
Deputy Commissioner

JL:q

cc: Commissioner Vann
Bill Conley
Tony Trow
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r·lINi~ESOTA I S ECO';O'HC S1j"1~HT CQ~;FE?E1~CE

DECE~'1BER 2-3,1976, ST. P,n.UL CIVIC CCITER

l~nl.dL1Ye progrc
11/2/76

C-Ij

~:OO

8: 30 AH

Thursday, December 2, 19i6

Registration
Continental Breakfast

11:30-
11 : 45 At·'

'Oliver Perry, President
MN Assoc. of Co~merce &!ndustr
liThe l~anagement Perspective ll

8:30
8:45 AI·1

Lee A. Vann, Commissioner 11:45- Lt. Governor Rudy Perpich
Minn. Dept. of Economic Development 12:00 noon Chair~an, OED Advisory Commissi
IIKeynote Speaker ll IIA Look Ahead ll

8:45
9: 00 PJ.1

9:00-
9: 15 Af'i

9:15
$: 30 A1~

C. Peter Magrath~ President
University of ~innesota

liThe Educators Perspective ll

Cy Carpenter, President
Minnesota Farmers Union
"The Fanners Perspecti veil

I
I

Wendy Borsheim, President
Minnesota Retail Fed~ration

liThe Retailers Perspective ll

12:00- Lunch/free time
1: 15 PM

1:15- Review morning activities
1:30 PM

i

1:30~ Floor discussion
3:30 PM Questions and answers

Viewpoint of citizen-delegates

1:00 PM Adjournment

9:30
9:45 AH

:45
10:00 AH

10: 00
10:15 A.1-.1

10: 15
.10:30 AH

10: 30
10:45 AH

10:45
11: 00 Ai\1

11: 00
11:15 AH

Senator Nicholas Coleman
Minnesota Stat~ Legislature
liThe Legislative Perspective U

Paul Lindholm, Vice President
Minnesota Bankers Association
liThe Financial Perspective ll

. Coffee Break

David Roe, President
Minnesota AFt-CIO
liThe Union Perspective ll

Russ Allan, Executive Secretary
Timber Producers Association
liThe Timber Industry Perspective ll

Russ Schwandt, President
Minnesota Aari-Growth Council

liThe Ag Processors Perspective ll

A1 France·
Lake Superior Industrial Bureau
liThe Iron Ore Perspective"

Chum Bohr,Executive Director
Minnesota Hospitality Industry

.' "Hospitality Industry Perspecti'le ll

3:30
3:45 PM

3:45
5:00 PH

5: 00 pr·1

8:00
8: 30 At·1

8:30
10: 30 AH

10:30
10:45 AM

10:45
12:30 PH

12:30
1:00 PM

Coffee break

Continue floor discussion

No evening banquet
(Assignment for evening &Frid~

Friday, December 3, 1976

General session reconvenes
Continental Breakfast

Workshops on key economic issue:
Preparation of resolutions or

recommendations

Coffee break

Presentation and adootion of
resolutions. Determination of
economic policy guidelines by
general assembly.
Summary/conclusion
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CUSTOMER ORDER NO. _
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MN Industrial Development News
480 Cedar Street
St. Paul, MN 55101
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Our Past Due Accounts Are Referred for Collection
to Mercantile Claims Div.. Dun & Bradstreet. Inc.

• See Reverse Side for Additional Terms & Conditions.
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State Sales Tax
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300. (, "::
:
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16,540 copies of MN I D News, December 1976 issle,
24 pages self cover, itemized as follows:
Copies - 20 pages, two colors
Additional copies
Additional 4 pages - two colors
Additional copies
Additional for 4/color copies
Additional copies
Typesetting tabular matter
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Mr. Don Hosbarger
Chuck Ruhr Associates Advertising, Inc.
1700 West 78th Street

. Mfnn~apolis. t1innesota 55423

Dear Don: ... :

.
.. .. :"

, "'c:

i
. _... I .

" I. I •
~ ... ~ . -.. ..
I

. '

Attached to this letter are the invoices, covered by a summary sheet, which
include all the expenses incurred by our department in the advertising and
promotion of the Economic Summit Conference which was never held last December.

~ .. ", " - .i. ••• .". • .'_

As we discussed, ~~ intend to pay this with funds from our advertising budget;
therefore, we need the following:

.'1-. ·An :invoice from yo~ in the a~unt of $17,262.82

. 'Z. Checks should be issued to:

.,...... -...
i

.. - ...

George O. Ludeke Advertising, Inc., 2915 Wayzata Boulevard,
Mf'nneapolis, MN 55405, in the amount of $10,008.85•

James E. Lukaszewski
Deputy Comrnission~r

..... ' ... _. -----. _._-.

• 1 I

'. ..:~:,": ..' S'., Padilla & Speer, 224 \~est Franklin Avenue, Minneapolis, ~
:.':;.: '; ,,' 55404, in the amount of $6,897.81.
~ ~: ~': . . .

}. ;. C; Union Advocate, 440 West ~innehaha Avenue. St. Paul, ~~
fl. ,. :' 55103, in the amount of $356.16.

/ . ~ ..... . .. ".. ·~·""'.r~:~-~
Upon receipt of the Chuck Ruhr invoice to us in the amount of $17,262.82. we ,.-.---.--
~11 have a check in payment of that back to you within one week. The mater-
Aals attached to this letter should be attached to the invoice you submit to

;' our department.' , '.
!

. I If you have any questions, please call.-<I Sincerely, -~ ~ ._._... - .....
'j . . .,..~-~~

.'_ / ' :'. ,..: .."': ...-,\0)....
,c..,• .;. ... "~....)....

JEl:kd
Attac;hments ..,: 1.-- ...seA£

•
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