STATE OF MINNESOTA

'DE.PAR;TMENT Waste and Mismanagement | Office Memcrandum

TO : Governor Rudy Perpich , DATE: February 21, 1978

el

FROM :  Bob Goff, Director PHONE: 0g44
Governor's Task Force on

Waste and Mismanagement

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
5 assured the people we interviewed that their anonymity will be respected
J : 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 allegatlon was
not thoroughly substantiated by the interviews.

Although individually some of these allegaticns 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 allegatiomns

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
€ 9 detail for each category. We have included comments by Commissioner
e 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/Irl/Irl.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 Junme, 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 situationm.

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 persomal 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.

Comment by Commissioner Vann:

The Commissionen's Advisorny Commitfee 48 a most valuable insthument...not

Jjust duning the two to four meetings noumally called each year, but on a
day-to-day basis. Many of the committee members are consulied with on

varnying subfects that pertain to all facets of the Department of Economic
Development operations. Sdince {ts Linception in 1949, the advisory group
wsually has met iwo to fourn times annually, depending on chairman and
commissionen' s desines. Personal contact sometimes has been more grequent
than other yeans; thus fewer meetings have been required in some circumstances.

The Advisony Committee acts only in an advisory orn counseling capacity.
Decisions and respondibility AtLlL nest with the Commissioner by Law.
Relative to per diem, this has perhaps been an oversight and is under
discussion. Correction will be foruwarding.

We were only able to contact four of the six Regional Tourism Council
Presidents. Three said they were displeased 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.

" Comment by Commissioner Vann: ' -

Minnesota Regionaf Towrism Council has no direct relationship with the
Department of Economic Development, ofher than being a participant in
tournism matching ghants when they have been avaifable. Indirectly, this
private sectorn group has been counseled with afmost on a monthly basis,
nelative to tourism advertising and promotional plans and joint operations
({.e. travel shows, co-op advertisding and promotion, ete.)

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 Commissionen Vann:

In my Letten of hesignation to Governor Perpich, 1 Zold him that nothing
Amproper was done and that all money was spent Lin the best interest of
Minnesota. This nepont and the audit conginm what 1 fold the Governor.

In oun view, Mr. Go44's Task Force conducted a full and fain investigation.
We only hope that some valuable public purpose has been served by Li%.

With negand to this section, Lt Lis obulously promped by a person or persons
who are defensive, angry, depressed and uitated...and these are frequent
and natural reactions to criticism., We have Let owr people always know
where they stand, exploring with them ways Zo do a better fob, fo help him
on hen to change Ain ondern to achieve specified performance Levels. Many
£imes oun criticism has been §ium, open and clear...and as a result many
times angern L8 the result. '

Many of my predecessons had more personal relationships with some of out
cuwnent stagg {1 am knowledgeable of this because of my association with
the department Adnce the year 1949; ithrough related activities, as a member
04 the advisory commission and as a professional agency head hired to advise
and counsel on public relations activities.) As announced fo owr stagf
when 1 took office December 1, 1975, my association with them has been a
very professional, business relationship. 1 said 1 would operate the
deparntment more Like a business, and not as a deparitment of state
govermment. 1 believe we have acted professional in every sense 04

the wond and 1 believe the business community we serve will attest to

that. Both governons Anderson and Perpich have directed me to reonrganize

the Department of Economic Development. As changes are made, operational
methods nevised, and perhaps some political promises not kept, perhaps
one can expect the type of unfounded criticism which appears in Zhis
document. The nesponses to each of the allegations will speak for
themselves. : } ,

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 govermment. 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
govermment. 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 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 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 that
there has been ‘an extremely bad mocrale problem in the department.
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Commissionerr Vann comments:

Staf4g meetings have been held periodically with either the Commissionen
on Deputy presdiding. By design the Deputy has managed mosit of these
Lhe past yearn, since a system of wiitten monthly reports has been
established for division heads. ALso division heads have daily con-
tact with Commissionen, Assistant Commissioner and/on the Deputy.

In a small department such as fhe Department of Economic Development
Lhis appears to be operating satisfactorily.

We believe the Task Force assessment to be accurate with respect to
employee mornakle. Both governorns Andernson and Perplch are aware 04

thein instruetions to us to clean up the department, eliminate the
political hacks, and develop a viable agency progham. When a depart-
ment of state must go through this kind of change Lt is narely a :
happy experience. There was hesistance fo change grom the stfart.

For the most part, the reonganization and clean-up has been accomplished.

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

I Department of Economic Development procedures. (See Appendix, Exhibits

g 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 senators 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
3 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 Governmor'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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Commisslonesr Vann comments:

Within seven days o4 the recelpt of Mooxre's memo of September 19, 1977,
he was asked to verify orn rebut the data in the study, and to check
with Consumer Behavion, Inc. fo determine the validity of the data
used. Aside grom the charges and allegations, Mri. Moore has neven
nesponded Lo my request. .

Adequate and accurate comparative towrist/travel data is nearly
Ampossible fo obtain due fo the variations in state reporting and
budgeting sysitems. Our Antent with the Overview was to duplicate
New York's wonk exactly 50 as not to raise questions of research
tec%que. The fact that some data {5 questionable {8 no swiprise
at .

The Department has requested research funds sufficlent Lo generate
adequate information every sessdon sdince 1967, The Legislatutre has
neven appropriated them. The need sELILL exists. Even L§ we had the
funds there L8 a question as to oun ability to do the required reseatch
within the department. Outsdide expertise would s£{LL be needed.

Data used ums, in most cases, from nationally recognized sounrces,

the same sources and numbers used by every other state gor comparative
purposes. Our research people can offer nothing betfern at the present
ime.

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. Uel 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 report's message, he found
some data '"troublesome, and probably inaccurate." (See Appendix,

Exhibit B9.)

Commissloner Vann comments:

Overwdew o4 Minnesota Tourism Industry contains owr most up-Zo-date
data, as phrepared by Zhe Depariment o4 Economic Development. Agten
preparation of the repont, Research Directorn advised me of his cen-
cern with centain data and information provided. by U.S. Travel Data
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Center (memo September 19, 1977). He was asked to "check-it-out"
(memo September 27, 1977) and as of this date (January 9, 1978) we
are atiempting and yet fo determine what the correct 54{;%% are

({§ the ones in the report are not correct.) Consumer Behavior, Inc.,
New York, who prepared the study for New York (used as a guide to
Zhe ane/.soza study) now feel more accuwrate, up-to-date information
may be available. (At the time the New York study was reviewed, -
we gound no reason to question its realiability.) When our Reseanch
Division provides more up-to-date information, ouwr addendum o the
nepornt will be issued. (Some preliminary survey figunes now under
discussion may well provide answer to problem.) At no time have 1
on any other members of the Deparntment of Economic Development, £o
the best of my knowlfedge, ever willfully used or prepared erroneous
gigures Ain our deparntment materials. Methodology of one towu,ém '
neporting system versus another has always been a problem in the
nesearch/study field. We are constantly trhying to compare apples
with apples and not apples with oranges when making comparisons.
This 48 an cuzgument owr Research Division has found itself...to

Zhe point vinere we have threatened to do away with internal research
and purchase outside services.

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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Commissloner Vann comments.

The cwurent state Lure book has been adjudged the best publication of Lts
kind the state has ever had...and having been involved since 1949, 1 attest
fo this. Centain past procedures were changed fo accomplish this and any
departure from the past seems o upset our dissenterns. The e_ha.ngeA made
have proven o be in the state's best interests, as planned.

Relative to bidding procedures, an analysis of owr Law creating our depart-
ment will point out proper procedures were foflowed. 1 believe the Depart-
ment of Administration and Department of Finance were both aware of our
process and both approved the expenditure as is required.

2. According to the :allegations 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 additionmal $17,262.82 was paid to advertise the
conference. (See Appendix, Exhibits C7 and C8.)

As alleged in the memorandum to the Governor'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 C1l0 and
C11) we have learned that 10,100 copies of Perspective 1990
were later destroyed.

Commissioner Vann comments:

The Economic Development Summit Conference was one of Zhe best planned
events in the Last two years. 1t was concelved at Zhe urging of Senator
Humphtey who told NASDA members in Washingfon that his Joint Economic
Committee could not produce a policy for the U.S. until each of the 50
states had one. Together with business, industry, Labor, banking, agri-
culture, education, efe., a two-day summit conference was conceived.
Centain state and federal agency commitments were not Lived up fo;
centain private sector commitments did not occuwr; certain development,
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planning, advertising and promotional monies spent on Zhe program were
Lost, as the program had to be cancelled. The {dea - Zhe concept - 4L
good and one day will be impLemented. It was a business decision %o
develop the progham and a business decisdion Zo cancel {t. Like some
business decisions, Losses are sustained...like the Legislative Loss

of $100,000 on Farmfest. But does Lt mean we stop - don'%t do anything
that might cost us money? What L§ the congerence had been successful?

" No--we will trhy again someday. (Detalls of this profect are foo numerous
§o Eibﬁ in wiiting - would be pleased to discuss with committee Lf 50
esined. ) :

3. According to the allegations submitted to the Govermor's
Office, the department in 1976 suppliéd specially 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.

Commissioner Vann comments:

Vann has been "guest" of Maddens whenever he stayed there, since 1954.
(Again, as stated elsewhere, not unusual gesture in this indusinry.)
Relative to comment on colonr separations, the Department of Economic
Development has been providing use of color separations to anyone
promoting Minnesota. The Maddens especially have given much gree
time to Minnesota state commissions, ete., and were mest weleome Lo
wse our maternials. They offered Lo reimburnse state 44 there was

any expense. 1 was not aware any conthoversy existed here. The
Publicity and Publications Manager has no authornity Zo rnefuse to sign
puwrichase onderns. This was the Commissionern's decision. 1§ any monies
are due the state, appropriate action will be Zaken.

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, Cl7, and C18.)

* Commissdoner Vann comments:

Vann always maintains §iLe of 1/4 page xerox maps of route to home and/on
cabin, since both are fLocated in unusual areas. From time-to-Ltime business
associates, office personnel, griends, ete., have occasion to get togethen
with Vann and thus reason for maintaining direction maps. [(ALso Vann
brought in a case 0§ xerox paper when taking office.)

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.



* Governor Rudy Perpich
February 21, 1978

Page 13

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.

Commisslonesr Vann comments:

The Deparitment of Economic Development Tourism personnel have been tecelving
promotional materials and products from Minnesotfa manufacturers and dis-
tuibutorns for yearns., Upon avival at the Winten Outing, it was not unusual
to be dinected to a rnoom fo select snowmoblle equipment desired for the
events outdoor activities. This equipment was Later placed in my room.
Agten being gone and then neturining, the Commissdioner found his room had
been entered without his perumission and cerntain Ltems in his possession

had been nemoved. Stafd members were vehemently advised of his displeasure
and told in no uncertain terms to never again enter his room and remove
anything without his permission.

Later in the Cities the equipment was placed in the Commissionen's Ofgdice
by person on persons sELLL unknown. 1 can only assume that the equipment,
as in past events, was presented Lo me fo promofe ifs use. 1t 45 the
custom, since I have been involved in the business, to provide §ishing
equipment, boating, winter, and other promotional {tems fo those in
posditions to "show-of4" the products to pofential purchaserns. 1 have
always Looked at this as part o§ my fob - and do not view any such
materials as gigts - only as promotional materials.
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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.'" 1In 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. ’

Commissionen Vann comments:

Very appropriate expenditure. Commissioner, Deputy and otherns want copdes
04 state papers on a selected basis. Papers are needed in full and not -
fust select clippings. There 4is every reason we should be getfing those
papers and they are appropriately used. ‘

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.

Commissionenr Vann comments:

International Division has been greatly hampered by Limited funding and
Little internest from private sectorn in past activities. Governor travel
budget cuts have made it necessary to re-vamp totfal international
activity. Division Directon concurs with changes Ln procedutes now

being developed. Some staff people negative to Directorns and Commissioners
decisions. Questioning direction and decisions of department head i
obvious. A number of changes in this division activity soon to Zake

place. New advertising agency already responding well to need.

*¥Attached {5 a complete set o4 Commissioner Vann's responses Lo each of
the department's allegations.
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of Eccnomic Development under the

[§3}

o2 Departry

currsnt leadership ¢7 Lea Vann znd Jim Lukaszewski can best be gescribed by tha
phrasa total negative leadarkhip. An/onc with any knowledge of the managemant

-.’, b

process would have to conclude, after xzszr reasonable observation of the internal

P A Dl "'

oueratxon ofthe deparimanst.. that it wou13 fu ct{on more effectively and effi-
ciently without a commissioner or deputy commissioner through existing dagaxix
=2ria divisional zap cooperation.

‘There is no pien, no direction gnd thus no organized communication Setween
the department leacdership and the divisions. Except for ths conscientious
efforts of individual staff members and didvisions working, whare possible,

oxound the current leadership, the department is directed by the whim-of-the-day
or whim-of-the-hour of Lee Vann. AIt is whim in that it is so often i11 con-
ceived, unaccepting of contradictory input, no matter how factual and logica1;
. \
eand susceptible to numerous--and frequestly extrems--changes ingdirection.
a few
The en;1re sbarf, withppossible exceptions, is conp]ete1y demoralized and
disillusioned by the lack of exscutive action to alleviate this impossible situe-

tion. This is because they have always felt thay were making a meaningful con-

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

I will attempt in this dissartation to highlight events and facts, as I know
>k
0o . rores g
tham, in the hopﬁof communicatling a true picture of this condition. I realiza
N\ : ‘

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

_—prae el L! KN oy e ] L3~ 5 E-) A T D -
suzgest that 3xsIMaiz veritvication of tne true condition in th

=

@ departmant be
obtained through private conversations with divisional leadars and long-time
~pzofessional employees. . |

A Tirst--and key--point is the total lack of a plan and, thus, of any organ-
ized communication,

... 3Budgats and plans were submitted to the Lagislature that had no detaiied-

Lo whREeaRusRy whatscaver. The numbers were bas1ca]1/ pulled ou; of th

('D

,—\7
i

7

manting civisions relative to tha

u
'(J
_J
[&3)
t
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air with no consultation with



ovian &
leadsrshio.

...The reorganization of the department was prepared without consultation with
the divisions involved for their input and.édvice. I't has never been formally
suﬁmittedz to the divisions and, to this day, is only a vague set of rumors and
plecnneal actions zxz that are d1scovered by the staff at the time of 1m5§§em=nta—
tion. At a s;af‘ maeting in June, the division heads were told that the reorgan-
ization would be gzxz2 gone over with each of them individually and imp1ehented
in the next two weeks. Not only has the plan not been imp]emented; but no further
discussions regarding this department reorganization have ever been held with ths
six division diractors and managers. :

_«..0nly four division head staff meetings havé been held in the 22 months
Vann has bean commissioner. These staff meetings were consistently raﬁb1iﬁg
monologues by the commissioner with 1ittle 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 xzX isolating the operating staff from a meaningful role in
dapartment direction, I will now, for purposes of brevity, simply list other
exarples of mismanagement, deception and action clearly not in the best interest

of tha State aix¥% of Minnescta or its citizens

Commissionar's Advisory Commission

This commission is a 2l-membar group that is established to advise the depart-

mant on "—rall direction, plans and budgets. The commissioner has on numerous

pessiSle. To this end, he held dmeeting in the fall of 1976 to ask 21 hucinsce



Z2zutivas to sarve on the (ammissioner’'s Aavisory Lommission and. at that time

. /\
. @2vz them an overviaw of the czpariment and SPEJC1I1C areas in whﬁﬁch each of
.] e k/ (@
theT w2ould ba $2 adviszaZin the opesration of the depariment. SXreexihaixiinuy

. . .
Since that time, thar

(L

hava bzzn only two meetings called. The f{é&§t was
heid almost six months after tha initial meeting and was designed to get the
cermission's input on a budget prasentation to the Legislature. Members were
givan only four working days notica for the'meeting (members are located
throughout the state), and it took place only two‘days before the department's
presantation to the kz legislative committee in March 1977. Because of the
shortnass of meeting notification, only four members attended, and they were

41/?« lf/ L on Ao st lmecl
being askad to adese the commissioner,to” go with the gaxsxaz Governor's recommen-

v A
| e
dat1on or the commissioner's zax® own original budgat request. Based on thez=

sy

# .a -

fac;o*s, there was no r=an1ng.ul input the advisiory commission could poss1b.¢j
(-

\

prsvlﬁ

4»¢d,uJ£A

Tha sacond mesting was {called for Sept. 14, 1874/ in conjunction with the

department's selection of an advert1s1ng agency for FY '78,'/three months into
the Tiscal year involved. In add1t1on to the commission members, other selected
faxisiy individuais were jnvited to review the presentations ‘and to advise the

cormissioner in choosing an advertising agancy. The three agenciesxzxeszz making
. i
presentations were %Xz Split Infiqﬁsive, Bozell and_Jacobsi and Chuck Ruhr.,

After spanding one day reviewing ¢ach presentation at the respsctive agencias,

the 2 commissioner requestad a written recommendation from all par;1c1pants.
: ~_/,/ /_4/:1 74:_-"
To th2 best of my knowleZzdge, the—vest=mafority of the written recommendations
S

tha tourism advertising x contract were for Bozell and Jacobs, whicn the

TCH

This clearly illustrates tnat, contrary to public s&atements by the commissioner,
: o
ths zdvisory commission is rarsly utilized, and the one time 1t:FPu}d give

mzanisgful advice, it was totally ignored. (Relative to advisory commission

a:zz-z2s, the fact that no per diem has ever besn authorized leads one to conclude
’ . . A :’.‘1 / Lo :;.f‘.#""‘“" '

thEt he commissionar feals that no official meeting has been held.) Coomem

A



Minnzsotz Rzgicnal Teourism Council has been constantly
igrorad, end, in fa2ct, duz 0 aciions of the commissioner, they have most often
bz2n sut in an advzrsary pesition. Those mambers of the MRTC that were asked
for their opi;nicns in the salection of an advertising agency for the Tourism

(4
Division also reccmmended.Boz21l and Jacobs and were ignored.

Selectric Typewriters

Jim Lukaszewski purchased six IBM Selectric typewrigers in August 1976 for
use by personnel (including himself) who only tyﬁ%% % rough draft copy for

editing &hat is submittid to a secretary for f1na1 typing. This is a Gross mizyz-

HTSJS° o. office ca 1La1 exyendi tures. (:%glﬂ/t
Lu‘ﬂ'/ ‘j;%414 g E} Q/1;:L£3
\L}/w Ao N W»aw o=

Comoutzr Terminal

A computer terminal was purchased by the Industrial Development Division based

) . /'Z'.f::-:-* :rwcf»c/(a‘ .
on cartain specific and potential uses. The spee4+if’uses_were: 1)5?»»?&%—ia
' el / ‘-:-l\/-,:...s""..v/tb l-"‘ - i?‘.:.« ~’_‘~, (

czmographic/econcs i? cata packagasfor analjzxng localA araag, 2) computerization

~
of Community Prcifiles and 3) potential use by the Research D1v1swon with zr

&
unspzcified data bases that might be obtainable. "No. 1 is being used to a very

1imited degres. No. 2 and No. 3 were proposed to the commissioner under a con-

-+

tract with{§g£;>not to excead $6,000. The commissioner rejected the proposal,
stating that wa would be compsting with private enterprise, even though he was
2advisad that the Control Dat= reprasentative indicated that we should certainly

Control Data weuld have to charge & minimum of

[\

buy th2 MAPS proposai bacaus
$10,020 for just the profile sgct 1on In addition, Control Data admittadly could
s et T R st g

not grovide t%éﬂo:éer-d=ta basey sh:é—c?¢£97=+:%-—ee%eﬁ%%a%.

At the pressnt tim2, the only 3 agency getiting economical use of the terminal

i5 the Housing Finance Agency, which is entirely accidental.



- tndar 2 diractive Trom tha commissionzr, a duplicaiion ,0T a hew York repor:
AR “/Q/z

A myamemncans .\ - -~ - KRN ) o~ L

w23 przparad under zn extremaly fight time SCHQdJuc-_i?~sn§:i/t1t]i.Aq Qverviey

of tx¥ Minnesota Tourism Industry. Shortly after the preparation of ihzxz this
/ !\_ r'd
e < . . - L + Ll 3 .
report, the commissioner was advisad by memo from the Research Ovision that aftiar

A

closar analysis of the data usi? for the central point of the report<§i§; the
supposed factors weraﬂ\}early & erroneous and therefore should not be used The
report, including the erroneous material, continues to be used to argue the case
M ’ :
for axpanded t3ourism expenditures.
/
ne commissioner has continuously used erroneous figures in vafious areas

evzn after being told repeatadly by statf members that the figures were wroﬁg,

as 1s 11]us;rat=d by the Tett=r from Senator Milton. i L_ Jj‘\ﬁg -
&L’O Q}.“pez swoﬁs/ ! Tt‘f;f;;:: WMJ\: iU f_&\)‘ dr“&szﬁy’isQﬁ‘/t?:*
\’\Q“% @ﬂOtM“SP-LLaQ /\a@ﬁ% Fha_ C:*J*Mm% (e & TR

- Tourism Ressarch

The commissioner has continuously argued~¢%{additiona] Tunds for tourism

‘ . ._"/‘,_f__':f;r‘:.j.;;/ 2 _:.‘;'
reszerch and promotion. _ T A
Frudy Lo el

-

In August 1976, a comprehensive, statewids tourism 1mpac5&9roposazﬂwas given

~

te the commissioner for subm1ss1on to LCMR Tor funding. The commissioner refu sed ¢

, . e . — ——— /?,-<34
to sand the proposal on to LCMR, stating that the university was not putting %rud o
- e

l

“;‘_r*/n .: e
Vf\%._; {
. ”~ - » !
arza and the rest of the state--because some federal funding had been obtained =2 ;
. 1

encusht in. Tne study proposég '*al actuaily consisted zz ov two parts--ne;ro

I\l,{w

) - ) - - Lnd & - > - 3 w
by the university af for a metro study and because of the different logistics %Aﬁi 7 !
. 413 \J‘q

inviised in studying tne two divferent areas. F O
. a 6;/ LR
The commissioner later approved previously agreed upon fuding for the metro
-+ S o FN FN A
tourism impact study
! & Q < e 2 A ) 2 . o
Leter yext, in the department's legislative request, funds were requasted for
v .

tsurisn resdarch without an«spnsultation as to how they might be used asd the
'\:,, ) - (l'

msunt that would be regquired.  The figure request was simply plucked from the
. " .
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1goent Surmit Conferanca

t2%ors at the event. Later he
Tnat all wouiZ t2 dnvited znd that chairs with their namas on the back
wouid bz put in tha Tront of the zuditorium (St. Paul Civic Center) for all to
sz2 who didn't show up. It was suggested that he talk with Coleman and Saho
about legislators' attendance, but ca]is were never made.

- The conferenca was suppoxsed to produce resolutions on how to help economic
cavelopment in Mianesota. MNo thought, hgwesver, 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 szzarziz economic future!

Cost projections were $100,000 to $150,000 (sound/slide show, special
binders with logo, transcripts of entire évent mailed to all attending, lunch,
coff e2 and rolls, civic center rent, sound system, microphones all over the floor
asxz at political conventions, etc.) First, EDA was to be.apprdached for the

bulk of the money, and $10 would be chagged per person tp offset the rest of the

"cost. EDA money was naver assurad, and G.M.O. tuxrned down the. uﬂding proposal.
7)»‘1‘ weig ju saTid 7o

o ona ever rEw knew where the money would come from. Auy o Ouy wl T dyt,
(11/24/75)
As late as eignt days before the scheduled event (when it was canceled), the

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

w
'LJ
ﬂ’

“Magrath (U of M) has not answersd the letter (requesting that he be one of the
speakers) and said no, so I'm putting him on the prgogram." Attachad is a

tantative program." To the best of my knowledge, Magrath, Carpenter,'CoIeman,

252 2nd Perpich and possibly others had no id2a & thay wars speakers for Vann's
Economic Summit Conference. Also, mest of a a long list of "Resource Persons/Agencies”

wzra naver notified about the evant.

Of prima importance concarning this event, other than being typical of Vann's

incradible inability to plan, is the Imaseweis~3 cost to the state. OQut of an
A
2y inad adesguatex tourism advertising budget, $17,000 was spent on advertising

ancz tnat went deown thz tubes. Lukaszzwski, as overall coordinztor of the
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iiracted Padilla and Sp=er, Inc., to bill the Chuck



Ra7roagency (DE2's advertising agency) for costs incurred in promoting the event.

3 Shuzk Auac agzacy ther biited DED, and wz thus used a shell game to hide tha

- 3 Mo

T Incustrial Development News (a monthly magazine
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p-21isnad by the dzpartment) was told to run an extra 10,000 copies to be used for
the conferance, and an overview of the stata's economy (developed by DED's Research

Division) was printad as a special 44-page jssue of ID NEws with Vann's byline.

Host of these issues, designedd strictly for the conference, are stillx 4n

if RENXT not already thrown away.Both idams wera billed to ID News.
Yo wk. e r9/2) 2uk. }s éewo? Wt ot prved Thromn oF,

[ could go on forever about this aborted conferéace--about the field staff
bzing asked to help sell ticksts at the last minute when it seemed the coﬁfarante
was really in trzouble, etc.

eight days before the conference was to be held,on 11/24/76, in DED's con-
ferance rcom, tha event was zxx called off. At that time 257'peop1e had sent
in $13 registration chacks--no where near the 10,000 Vann said he expectad at
tha avent. The $17,000 ad monay had produced 14 registrations..+This $17,000
pTis another $3,000 to $5,000 in printing costs came out of aﬁEnget Vénn would
havz sveryone beliave was way under financed; yst spending 523 0C0 on a conference
thzi naver took placa sesmad not to bother Vann in the least. The reasan he
gavs in a news relsase (attached) for postponing the conference was that a

racord retail szason was developing. Local retdilers talked to by some department

3
L
i
6]
[{%]
-
v
—

aughad out loud at that reasoning.
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‘Adding Machine

To use up yesar-end funds, Lukaszewski ordered that an adding machine ba- pur-

News Front Magazine Special Section

Lukaszewski, with Vann's blessings, working on th1s progject and even got

Governor Perpich to sign letters sent to Hi ,nesota business exncutwves asking their

supgort in the form of buy1ng ad space in a “special Minnesota section" in News .

Front magazine. Two DED ads were placed in this magazine, both ads developed Tor

the Industrial Development vasion. A two-page, four-color ad {approx. 38, 000)
bill for the

was paid for in FY '77 with tourism & funds, and th ‘fwo paga, black and wnhite

ad is being held at the moment in accounting on Lukaszewski's orders._gl balieve

they plan to have this $2,730 bill, dated 10/1/77, paid for by the new 1D ad

agency, Split Infinitive, and have them then bill DED. for the money undar the

o1it Infinitive signed on 10/24/77.

(74]

nevi 352,500 contract tizrlena Jonnsen of
She was awaréed the new contract for XHxER sndustrial development and international
advertising for their FY'738 program.

This action, iT not & inapprecgriate, is certainly questionable. 1 don't think

3 J.

w3 M5, Johnson will go along with the idea because it just is not proper proce-

she dnesn't, the only way 1o pay the bill will be to use tourism funds

4.,
dure, 1 5

-h

. faw andinrdustrial development ad.

R
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chased ($250) for h1s use, e%eﬁ—%ﬂeegn-ha_"a5—saTd——amy—**=eeT—=—ﬂi—n>}'L unGcr-
séaaé—i;suxcz- St S B stem This machine, has rere]y bg/; used-s by.La~as: —/’
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Lukaszewski also asked the divisions how many copies of the reorint of the’

Minnssotz saction they wantsd or could use. B8oth the manager of Industrial Davel-
d
cimant and tha ranagsr oF Pudizeicity and Publications review,}he Industrial Cavel-

cprent Divisien's P & P budget, aiready allocated to nesedad publications and pro-
grams, and decided th no valuzbie use could be mace of the reprint. Thay,
thzrstore, said they did not want to order any. Based on that recommendation,
Lukaszewski orderad 5,000 copies to be paid for out £ of ID's budget. The cost
was $3,875 for the reprints and $77.92 for shipping (a high cost, I miéht add,
such a reprint).fhis means that some part of ID's planned program will haVe to e
droppad to accommodate this uad unforeseen--and unnecessafy--expense.

Now DED has & 5,000 copies of a réprint R3RER no one wanted or has a distribu-
tion plan for--and which numerous staff pecple and other writers have agread is
a2 E2XX very poqr?y and unprovéesionally written and produced piece. There is also
a quastion on the circulation of News Front magazine. It is suppoxsed to go to
top corporate ex%§£¥1ves across the country, especially those on the Forntura
1000 1ist. However, at least two of zhxzsggx the.corporate xecutives in Minnesota
that rece i ed the Ccvar“or s letter called D?EL;_?manager of Publicity and Publica
tions inquiring aak about the magazine. One of ﬁ.the callers indicated that he

three

EE! contacted ffif of his executive frlends who had also rece1v=d the 1etuer and
that none of them had ever headrd of the magazine. All of these gax people were

b

supposadly pecple that ware receiving News Front magazine, according ikxz to the
description of circulation. These companies were among Minnesota's representativas

in tha Fortune 1000 1ist. MNeadless to say, none of these companies could be
i

i e i e . .
-gonsainced to duy an ad in the spacial secticn.

Us2 ¢of Charterad Aircraft

tio. 1, DED uses a plane when not necessary. MNo. 2, after leaving Hoiman Field
in St. Paul, zh2 lLukaszawski has the plana ofiza stop at the Crystal Airport
(2t z2ditional cost) just to pick up Vann so ha won't have to drive ito the St.

- » . - - ’
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assender with Van2>courtesy ot tha
t2. AU the Winter VWeakand ~z2dia event nheld last Janaury, Vann and Bohr fle
U5 or2 =aAxX morning and back that same evening on a plane paid for by BED. o
gXAzx other passengers ware on board. A plane has also been used at least thres

times this fiscal year for Vang{ Laxaszewskl:n-i?ﬂ"““'““‘ﬁ*; RIS

\f
xr

and talk with the press in Minnesota.

Ch 3 h ‘ ‘7’ &,-/2 _/d—t V,&@Z/A—W@’M

STESESE AR5 ‘;.euuax'p ..-h—%#*uy.Vann wants to have matching

funds projects with Bohr's organizations in tourism, even though nos one in tha
Tourism Division and numerous highly quelified and professional people in the
tourism industry, believe Bohr has any expertlse or Eamzg competenc

Cn the weekend of £ 9/23 or 8/1a2 a charter p]ane was used to fly Vann one
way to Alexandria for a mesting of one of Bohr's organizations. Bohr, in a
letter to Vann, said he would pay for Vann and his wife's lodging. I eresuﬁe
that the return trip was eTso Rax- provided by Bohr.

s
.

Fishing Party

This year, under Lukaszewski's d1rect10n (rather than the Tourism or, Pub]c1ty

d P m di ) h t d Sven
and Publication 1v1swons » SO much p#®s equipment was made ava11ab1e that &ven

eyoaess conren.ef;nn thefact. Lukaszewski and Vann always blow such "media

Y] . - s
FRIERP N PN ' i1 E AT aea el A
VSNl 1‘4'ay CUs 27 -..’.'OPO(".«U.".

¢ ¥IAX what is pezcassary or gasirabje---and at

o

a tremendous cost to the state.

In prior years, one or two peopla mMR2% want up to check the facilities at the
proposad site and set things up prior to the event. THis year six or seven psaople
N . “M*‘;:;Z;‘_/
Tlew up to Took at Arrowwoddod RIsort, 2 fas totally unnecessary CeRrEtrganey—

Pwa:ﬁﬁs?u3%~'crg*ew,,thnr~r%*%%ﬁh%akeﬁii. omyh ak;_evliaei
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Intarnatiozal Division

hat intarnaticonal trade Zsxihsxhi holds

srgest potentiizl for eccnsnic develepment in Minnesota. In reality, DED's

Tour-zerson divisica has recz2ived no direction from Vann and has no idea how to
much L

proczed or what they should do. Last year =asi of their printing and publcity

;
budgat was used to nire 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 ]imbo.

in 20 some months, only two trips have benn t=ken by d1v1s1on personne] bec se

. of 1ack of p1=nn1wg and becasse Vann has Geﬁﬁié‘;d gt trips pa—had-a suicusly
J/EE?jéfffﬁ /;hc apanese tr1p LhaL was blanned for ths past summer, for exarp]e,
LT gt il 7; SN

négér did happen. ,1Lw1.4<»e»a s (lcd,ﬁyw ,:Zi;,il *5:£- ENE S SN cﬁéﬁ:oﬂukf?;éék

//— s %fﬁ-‘/—w‘w %‘”Jm-’— f/—//db-r‘.d-— r-(y’-f‘\;j-///’/./ /’A”‘ rM
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There was a news release datad 8/19/77 and a story in the September 1977 \ D

. SRy
issus of Industrial Davelopment NEws about &ka industrial development field men * ¢
‘ | iy ~\ W A
being transterrad to the home office in St. Paul. xhere ras—pees no direct ccw'x\ B
B
munication by Vann to the field men on this re:551gnr=ng aqi/cz/ Tan has been ga'“f
7 . e
... - e 3N
writtan down (other than what acpe=rs in the attached releazss). This g is y o2
’ “to . -
supposadly to happ=n in E;rly December, according the naws re1e35° 5 oEE—ipere \:
axra F&P—ﬁhrjﬁﬁzrfh- ThTeScemandarad.cr, 3\
A ,%;Ji‘/ef77 L R
) Thawd tosd C%j 3
orzinized.  All the Tield men kesw—ot—<ho—presesstima—is what they re=d‘zn the, 3 3
(_[ /}-&-t:-&gu-l-é N
~rre A - - / A
nawspapers. and, I ths and what rumors they h=:2 n. The manager ID t=29 tham
’ ":”4,-1../1/( Lot . 4 \\
that dseggﬁi Know exaCtly wnat Vann ékplannxng to do. These reps hava hemes N\
and aam1]1es outstate and ne=d to know what's going on in xa ordar to makc some ™~
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y’*zo'“’*\lu<3529us<1 revircte g job-dascriptions vagus enougn. S0 They could dec cig wﬁate'

exzctly what or g who they wanted. To my knewledge, the current field man have

r2vzr seen the ravisad job descriptions. (Lukaszewskiz has done this with other

Jzscriptions. t2o. and neanla involved hava rat caan *ha' manwedfoe )



In Junz, Vann stated very erphatically that all vacant positions in DED would

Sz “iMi22 ns latar than ix Juty 1, 1877, Currently, we have kx vacancies for
thre2 ID Z2dxd Tield man, cre zssistant commissioner for industrial development

and one information officar. S:m2 of thesa positions have been vacant for months.

Yann has stated many times ith2t he has reorganized the departmenf, but in
reality, ? & P, Tourism, Research, International Trade and ID operations are
carriadd out in tha same ways they have been and have not changed since he came _
on board 12/1/75. There is talk that ID will be changed, and, in fact, ARA has
bsen changed.

The position of assistant commissioner in charge of industrial development
and international trade was originally creatad to give the then ID-dfrector a
raise. Hax Now Vann acts like it is needed in DED, even though he has not hired
one'and the positién has been open for months. (He reportedly offered it to one
perscn who turned it down.) In reality, it is a position that is not neasded |
ard could easily be shown éo;

While calling himsel¥ a planner and talking about a 10-year p]én fdf DED and

-

£52 even Tor the Statz2 of Minnesota, no one has seen anything committed to paper
LS g ~

o ’,»~Z§,4u42::?’ ) <a4§ffggéabe
that zi3ieksxBEY states even EED i&pl'ns and goals.for the irmedidss—Future, let

2alonz for the long-term future.

S

“onay Raturned

Wnile te]]ing everyonek "i7 only the legislature would give us the money to

T

.p
- e

me timz authorized unwiss and unnecsassary

£

n2 5

(31

Znotha iob righi," Yann has
{2nd sometimes downright illegal) expenditures of DED funds, and DED has stiil
~turnzc money back to the general Tund at ths erd of various fiscal yearsx that

Yann has been in c¢h

'l)
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. Much oF this is cuz to the fact that Vann and Luka-

a2y : .
Z22w3X1 dave no 1nuere

w)

t in pianning and carrying out day-to-day oparauions ot
- N s =‘;,(/‘/WM
thz czpariment, provicing ths s*r‘1f=s DEl is chargcd with prOV1d1ng Vasn—i5—
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/s "Wann will stey, and I'm going to do his b1dd1ng." Lukaszewski even told
vark Dayton that ne his oors zowar in_the daoartment then doesVann. Lukaszawski -
is in over his head. He talks z5out "us and tham" and "security leaks" and does
want anytning out of his hands. This is responsible for many ofhthe problems
and delays. Lukaszswski cannot delegate anything and, therefore, projects get

boggad down needlessly. He deces not trust deparoment pcrsonnel at axxx all. y

. /\/ i(,,;’/ /.&aw—/f'wm

£This inability to authorize others to také a—srojesheafdoatthdit §s what has

cause tne horrendous delay in the department's annualy report It was due 11/15/76
and to this date kas not been completed. Lukaszewski has transverred responsi-
bilities for it from one person to another during the'past year, and yat has given
nonz of these gaz people the éuthority and freedom to proceed with it. At this

timz, he plans to make the report what he calis "a comp?eté volume on the depart-

ment's history from the very g beginning." He has gotten axhigxan an estimate an
what it would cost to produce the document he wants, and it comes out to $10 a

cooy. :&tx He wants 1,00Q copies, which comes to an unbedgeted exnanse or $10,000
> T ot filion e Coods $o 20 it o ol \egises %%trw—?\“ '\Cnpis againsi s‘fz.,
for much too largs beok in much tco large a quamizntity. \{ Loy \ng._w_l sk
I & teg . ef Loy,
Fo]]ovxng are & list of acts that are, at the zezz least,highly imparoper:

g. UYhen Vann first came on board "Lee Vann Concepus“ work was done out of
_/{7 '/—t—& A—\—/ _,L_a,a_/._z.r/‘//& ""‘V (]

DID 0771c=s§’ Lettarn=ads are s;11} in the office, or at least were when I lef:

K

the dapartment.

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

)]
£

dzna by his sacretary and conisd on the depariment's xerox machine.

3. Venn spant RUMEroUS mornings and atterncons out of the department house
hunting, and neons of this time was reported as vacation time. |

4. Vann is on the board of dirsctors of Cornalius Company, and ai] mail (sucy

es nis monthly check, etc.) comss zh=xS8¥ to DED's offices to be handled, filed,

5. Lukaszewski hacd pzxsaaszx perscral letters asking for funds for his college
hrz oand ra2itad Trom DED on his parsonal lettarhead.



e

6. Lukaszawski's monthly expanse report shows z2 mileage for trips that never
slace. Onz irip was in vinn's car, and tukaszewski also claimed milsage on

2~ =333 claims mileage iaxird from his house to and

L
acccune. ng a

=
—
v
[§i}
i
. (D
o
wn
14

Fra- work on Saturdays, though ha is not required to be in thz offica on Saturcays,

and if he feaels ths compulsarion to do so, it should be consicered a part of nis
job at that administrative Tevé]. )

7. New flags weres order for Vann's office (zazz US and state). The old ones
(state property) were carredisd out the back door of DED by Lukasxzewski to be
given to Chum Bohr's wife by Vann.

8. On Aug. 11, 1876, Vann accepted free Jodging from Mr. Madden of Madden's
Lodge while on a Small Business Task Force trip.

On 11/2/75, aftar S. Bingham (P & P manager) refused to sign a purchase ordesr

65214, Lukaszewski did. This g P.0. was t0 purchaée color separafions of a photo

published in DED's'Ture book so Madden could use the photo on his 1976 Chixriskmas
cards. Vann and Lukaszewski okayed this $73.50 expenditure of state funds even

hough Lukaszawski knew the P & P manager's feelings on the i matter and that she
would not sign tha P.C. (P.0. and bill attached).

9. When Tony Trow, former assistant commissioner for industrial development,
left DED, Vann told everyone he would pay for the m2aX going-mway dinner neld at
Mr. Lnthony's. Later , when the bi11 was not paid and Lukaszewski was called a
couple of times by lir. Anthony's, they arranged for ;he bi1l to be paid with
siate funds (commissioner's special expenseS). -Department personnel would giadly
have paid for their cwn dinners, and indéded had planned on doing so, if thay had
hn wn such a Lnlng would be dona. |

10. The ]aSL audit conducted in the department criticized the then ARA division

ragard to expense accounts. Employess were using a home station other than

3

St. Paul while spending almost ail of their timz in St. Paul. A statement in
tha rz or‘ says "state travel regulations provide that perm stations are to

N memeY A - 3 e = ~ 9 - - -
5= z255igned emcloyeas in Whe oSSt interasts of the state

Tvan with this past abuse ('.1vn Vann and Lukaszewski are well aware of),

e



the current le2l2rship has szan fit fo hiare X an individual and make his homa

s%2%i0n Windom white 2lmest 211 of his work takes piace in St. Paul. This was
done i zay 265 $97zfa2 Tore than his straight salary wnile he works on an agri-

businsss orojsct. Tnis paymsnt drocadurs was set up by Lukaszewski and has bszan
and others '
gqusstionad by ouir zccounting peopnle,who wondar what is going on.

who
~— N
-”F—’;;? Finally, attachsd is a 'memo of 9/19/77 from J. lMoore, Resesarch director, to

Vann.thaz I'm sure the contents have not been passad on to the Governor, even
though the original report was.

This is typical of Vann and Lukaszewski--to tell even the Governcr only thosé

£zzz3xtRzX things that they feel he]ps their position and benefits them.
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is in absolute de;1cnce of Goff's committe

racormendation,that appeared in a newspaper article, that agencies should not

havs subscriptions to these state papers but should hire a clipping service
) st LT ED s AL

instead, &t substantial savings. a&egﬁas a cdipping service, and,there is
‘ : g

. , AN
absolutely no reason wk should also be getting ziz these papers. The P & P

A
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ourism Division was ngen §130,C7
They were

-

. - o~ Ve e -~ - - - Farl L2 ) . .. s
.o produce tWe ~.slications--z vacation guice and & Turs beox. kaganj74\rererrad

Starting in o July, the Publicity and delicau1ons Division beg?n work on 2
A zzc.{,«,.fcz;'_u 7 _ 7

co.praq;ns1ve vacat1on guwds)‘"=* e ‘i:: 21 v-~“*~-‘o”,fa?
PSSR

From July to Ndverber 1975 information was collected throughj 11::,; and
4 2 csz&VED
ephone easse antailing hundreds of man-hours. The pub]xcation'wff on e,

el
opies were an..c1pated \\93L4L

-y e

and ;ﬁra.,...r*;==ﬂ-a;;e~ o ba available in March 1976. In December, Vann
the Pub

¥z t
'

licity and PublicationSand Tourism divisions
‘nstruc ted)f\to discontinue prOdUCulOn of dups publication because he & felt

it was not our department's responsibgi]ity. At that time staff members argued

tha merits of the publication. The commissioner ignored all comments and instead
L, . . o es . .

instructed the Publcity and Publications Division to print only one publication--

va lure book, three tmnes larger than the original plan called for. E:
) | 0

With these instructions, the P & P Dwv1>1on began work on the 1ur74\é]y to

find that the cogmissioner did not want to go % through the normal state bid

procecure for printing. Instead he askad vor bids from only three firms and
rantatively awarded the contract to Meyers Printing. Bacause thié act was so

contrary to n@%ral procadures, the publication was considerably delayads Ultimately
\
the commissioner gave into pressures from the dspartments of Administration and
. -~
Finance, and the proper bid procedure was carried out. Because of this de§1ay,_
&

the publication was not available gp¢11 late July 1876, missing the heavy tourism

:',,-/'J-"’/‘ _,,.—W)'"‘l, ' ﬁ-"ﬁ /

requ==t season,a]mo:n completaly. In addition, ads that ran in April and May
"
wera not filled until the latter part of the summer because no books were
had only one at 2 cost of

// ,w*-y‘-“"""-zr‘/rvﬂ
fhe first year.

S vy [P N Y +~o ).\J_-
4 e m e L A AN
— o)



TTNGS

-

- N
L U2y

(l'

roit Laxzs during the czpariment's first annual Winter Weekend, the

m
«t
-

cerrissionar, aleng with Chun So4r, took two sets of snowmobile sui:s from a
rejistration arez. They invormsd the pzople supervising the check-out of the
clothing that the manufacturers wzre giving them to them. In fact, there was

no conceivable way for them to have received parmission from the manufacturers
reps to take the suits, as the commissioner arrived latg,z and the reps were
miles away on & snocwmobile trail ride with the writers at the time.

. On being informed ofthis, one of the doparurent s employees removed the suits

from the ccmmissioneF%\s room and returned them to the manufacturers. Tne

<
manufacturers reps indicated that they were not approached by anyone to provide

~-~

suits for the commissicner. Upon learning that the suits were missing from his
rocm, the commissionsr wa%X %R2 went into‘a tirade and wanted the su1ts back.

Jim Lukaszewski, depuly commissioner, confronted the employee who explained to

)

Lukaszawski that thare was no evidence that the manufacturers had provided the

suits to the commissioner. , - o .

-

The commissiorer then left the event early, and Lukaszewski pressured the

departmant employes to zcquire complimentary suits for the commissionerx ‘rom
/N

the manZFuvacturers. Eventually the suits were given to Lukaszewsii to give %o
\’

tha commissioner. Lukaszewski took them back to St. Paul and put them in the
cormmissioner's office whare they remained fxa=xz for some time. They were
. e/ o
presumably ta%t-home by the commissioner.
Information Canisr Aamedziing

LS SR o

-

IS
s
()

In the closing months of FY_'76, Vann, knowing that dollars would be returned
to the general x fund, instructad the tourism director at that time to remodel
Informaiion Center at a cost of g approximately $6,000. Because it
was'ghe close of 2 Tiscal ysar, an emargency purshase had to be approved. The

reasen given was that it had to b2 done bafora the tourism season.

were circumvented, and, in fact,



. Scerry Cftice Producg; rgceivad all of the monigs i J cesks, counters, carpﬂntry, P
' L = . e L = 7
AL, EA Ic'/ /"""'{/"/"‘——‘-\. Il’—;oé"-—,:"/v‘/_//“u = /,-—’—G'::’:K? Cos ’a""g%‘*”? = ;’“’-—4/( {-4;.
=z, This informa2tion centzr 2t £ 1is hignhest 20int h2as had no more than 3,200 7

czople during one year. Thz Tourism Division zrguad thet for the limitad usags
the investment was too grzat. This was rejected by the con#1s;1on°r Furuheruor
the mz=3 remodeling of the Tirst Tloor office was done :y popond Ty :%e—ar;;;.:,; h
fb'd"‘ /‘”/ W r—"’-:""-/ﬂ. w"«—u”.ﬁ:—-)-'w‘" e~ d—v/f*ﬂ-"“"‘-"/‘(/wfwf.yw ot 2 i
urchase requ151 1owsi lnxs occurred at a time when the commissiofer was openly
£, ;
talking about moving the department's .offices to anothar location. : -
Tourist Information Center Personnsl
. A

. Since Commissions rﬂ Vann's appcintment, the Tourism Division has re

L(

peatedly

C

.requasted part-time help to alleviate the problem with mailing tourism literature

=

at psak times. 1In 1977, the division requested help several times during the
first six months of the year because the mail volume was increasing to a point

where it was two to thres wesks late. The commissioner re%peated1y g refusied

(Y

_ . L/ o
Y to add additional perscnnel, even though monies viere avaiilzble within the

dezna

¥

riment's normal zpproprizticn.

({4

The Tourism Divisicn requested two positions Tor the summer season. It was
not approved until July 1977 after the division was threes to four weeks behind
in its mailing for severz] months. Because the heaviesi mail had subsided by

th

[)l

t time, only one individual was hired. The ability to send out information

to travelers in z a timely fashion is one of the most important elements in
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S ¢o not d221 with the reality £ of situations and events, but

>

rzthze with th2 way they would like them to 5e. Rather than accepting ingut from
tm2 varfous spzcialisis In e2ch division, Vann and Lukaszawski buil ahead with
things are and how they should be. Then when
cornzrad on some facts and figures that seem to bes inconsistent or Jjust plain
wrong, they demand the next-to-impossible from various staff people to bgil them
’ D L ; ' ™ 2 7

out. Some forethought and discussions with stafs paople beforehaq}myould eliminata
such problems. |

The current administration thrives being in the Timelight and at the center of
controversy in order to generate as much attention as possibie, whether that
.attention be good or bad. They are so invoived in a personal ego aﬁﬁ power trip
thing that z8 raraly is anything meaningful ever accomplished by the depa{;;.ent.

Nesdless to say, this %ZX has led to tremendous morale problems in the departmant.

A lot of ideas are publicly spewed forth, many off-the-tos-of-the-head typa
and then others are blemed when these ideas don't spccéed. (the summit conference
being one example) ‘In reality Vann and Lukaszewski kziz have had no logical plan
to back up these ideas, no realistic means of carrying them out. They seem to
went the attention such ideas generate, but they don't think about how to carry
tham cut—-4thch is wﬁere the real accomplishment lies. |

-~
T
i

he depariment has a Jot of qualified and professional employees who simply

are not being utilized. Rather than seeking ideas ard input from these emoployses,
\nd./ .
wno are specialized and more qualified and knoyiEEENE—/) than ,?%nn and Lukaszew;ki’>
heir appropriate areaSy the commissioner and deputy use these R32 people only
to pull together Tacts a d g% Tigures to support whatever current whim Vann is
—r&ﬁZC‘f??'pubTTCTy expounding. Much oF the time, gf figurass to support thess
pubiic £atat statements simply tannot be providad bscause the statements are

gusstionable or Just plain false. The staff has repeatedly tried to explain

this, but to nO avai? Statemanis are still publiciy voiced before their validity
-~ \

b.)\ \/\\{‘ \lgf\»'—\h d’ \SL&"UO/
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Luiaszawski nzs constantiy raferred to his style of management as "managesmant
2 _
oY Irisiis,” and, inczsd, sz22ms incapable of managing 'EZRzki anything without
-
Peing in a crisis stags. Any basic managemant course or text will tell you that

to zZnit you manags by crisis is to admit you have failed. A good manager managss
C * T
to avoid crises. He wants te anticipate any crisis before it has a chan%a ta
: ¢
bacome reality, and he wanis to Tormulate and put info action plans to thwart

any crisis in thes making.
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Copyright 1977 Mianeapolis Tribune cutting us down.” 2 Promoted enthusiastically a
By Steve Brandt s X “statewide economic summit con-
Staff Writer The employees, who claim to re-  coroncom conadiied for Dec, 2 and

Minnesota’s commissioner of eco-
nomic development, Lée Vann, has
been accused by several present
and former adminristrators in his
departiment of mismanagement
and questionable use of public
funds.

The employees claim that Vann
had grandioses plans for a
statewide econcmic conference
that was never held but cost thou-
sands of dollars to promote, used a
faulty” research study to justify
asking for large increases in tour-
ism promoticn deilars and failad to
publish tourism books and reports
required by state law.

They also maintain that Vann has
engeged in practices criticized by
legisiative auditcrs in the past in
audits of his and other agencies.
These include using state funds for
social purposes, not promptly re-
paying casn advances and aliovring
an employee to ccliect guastion-
able lodging and miieage expenses.
They also say Vann has used state
filess and copving machines for
personal purposes.

Vann denjed some allegations last
veek, gave varying explanaticns
atout others and expressed frus-
tration, saying he fears that the
disagreement could undermine his
attenipts to obtain additionai tour-
ism funds when the Legislature
meets,

*“I don't think the individual accu-
saticos' are as important as the
over-all effect,” the 5l-year-old
commissioner said. “Somebody’s

Yann continued on page 9A

losa £1.89 billion

present most of the depariment’s
41 employees, prepared a meme
outlining their criticisms fcr Guv.
Rudy Perpich and said they deiiv;
ered it to the office of Rennie
Srooks, a special assistant to the
governor, in late Noveraber. Ms,

- Breoks said Friday that she has not

seen it, although she hud discussed
the allegations earlier with a re-
presentative of the employees.

& copy of the meno, obtained by

the Minneapolis Tritiine on the
cendition that the empioyees not
be identified publicly, allzges that
Vann: .

£ Hurriedly ordered his research

staff to dupiicate a fNew York
tourism study. The rush report
conciuded that Minnesota would
in tourism re-
ceipts by 1981 if it doss not in-
crease its tourism promotien bud-
get of about $475,000 a year. Vann
showed these conclusicns to Gov.
Rudy Perpich, who said he wou'ld
récemmend to the 1978 Legislature
an $500,30C-a-year increase in
such spanding.

However, shortly after the study

was finished, the department’s re-
search director sen: Vann a mario

D it it b ae L oamnsa PO
azaung  tnat, wecauze of the
1 - - T - ;- -
8} tme alicy pPTenEre a2

bl

viies g it
study, ke hz discoversd untit

aiter its completion that “cleariv
erronegds” data was used. Depart-

that other
2t Minaesola

tourists, . this informua-
tion was not passed on to the
governer, and despite staff advice
that the repori was srrouepus,
Vann ordered 130 additicnail
copies.
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ny as 10,000 people would at-
d.

But the conference was canceied
eight days before it was scheduied
to occur. A department g
tease indicated that “nearl
rezgistrations had been

and that the conference
rescheduied for spring

376, to discuss the future of the |

ss reizase predicteg thar a3

b avpes

ver, department sources said oaly

257 regisirations were

The conference was not reschad-:

uled.

This left the department with:

20,000 extra copies of two depart-
anent publicatioas reprinted {or the
confvrence &t a combined cost of
zunest 37,300, according 1o dee
pariment financial records, Those
records also show an advertisingz
cost for the

5]
siure’s express direction to pub-
lish “'a state pictorial guide and a
statewide vacation guide.” Vann
used most of the $150,000 allocat-
ed to both pubiications to pudbiish a
43-page “lure book,"” which he
ccntends combines the functiorns of
toth.

e b

Depariment employees said hun-

dreds of man-hours were spent be-
2

fore Vann became commissioner in
December 1875 comniling inforina-
tion on tourism a:itractions tc to te
used in the unpublished vacation
guida. The book was
pleted by March 1275, when the
bulk of tourism inquiries are 1e-
ceived, bul ermployess said Vann's
interfercnce held up delivery of i
until mid- to late July. This mean
that much of the tourism seass
was naissed, the employzes said,

’
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conferenca of §i7,252. .

Failed to follow the 1975 Legis-

to he com--



. 10 inguiries

2 P2id a temporary s

ermrloved Who ives i
Minn, more than 2,05

g -.‘.nd mileage expan
worked in St. Paui, d

In an interviews last weak, Vann

responded to the allegations.

He said duplication of the New
Yerk tourism study served his pu
pose of documenting the nee
tourism spending, &nd added th
he didn't expect it to be or
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lature stripped 8100,0069 for a pro-
fessional tourism swudy from his
budget.

Jease last Dacember atiributed the
canceiiation of the summit coafer-
ence to “a record retal
Giverting
Vann last

Ajthouzh a department press ra-
C

I season™
merchzanis® atrention.
week z2lso blamed

prin

about Minnesct
eat my hat if more than 500 copie
were handed out,” said on
employea.
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Vann szid that although the twa
! ions specified by the Legis-

publications

Iature have not bezn produced by

the depariment, his staff has com-
ined th2 inteat of the two in its
ther

putlications and in materials
ieirjbuted by regicnzl tourism

0.0 o
3 .
[

]

e !
fio M3

iy

(93
P

commissioner said the Siennial
ort is overdus because he
anged it from the two-year sum-
ry normally produced to a his-
ry of the department since its
cepticn in 1948.
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and facilities in several instances,
including:

B Using two state file drawers at
the department to house papers
related to his service on the board
of directors of Coranelius Co., a St.
Louis Park-based producer of bev-
erage and food dispensing equip-
ment. Although witnesses say Cor-
nelius papers are stored there,
Vann will say only that state files
include “my personal stufi,” add-
ing that “what’s in it is my busj-
ness.” .

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

@ Having state personnel cony on
a state copying machine at least
160 maps of the route to Vann's
cabin near McGregor, Minn., the
city where he was married last
July 9, and t0 a housewarming
party at his suburban Maple Grove
home a few weeks later, Vaan
denies doing so.

5 Having 2 plane carrying depart-
ment personnel on state business
that leaves from Holman Fieid in
St. Paul make a special stop at
Crystal Airport near his home to
pickx him up before coatinuing to
its destination. Vann said having
the plane make the special stop to
pick him up is “more convenient”
because it saves him a 30-mile
drive to St. Paul,

\

8 Using $73.50 in state money to
hase a printing firm reduce in size
“color separations” (sheets used to
reproduce a color pheto) and send-
ing them to Madden Rsasorts near
Brainerd to use on its 1978 Christ-
mas card. 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 expandi-
ture, department employees said.

Varn justified the expenditure by
saying that anyone prometing
Miunesota is welcome to borrow

tdepartinent photograshs. Howev-
.o, department personnel said the

color separntions were

never re-
turned. :

ta may be treated.

& Paying $271.96 in state money
to take 2bout 25 state empliovees
ard a few spouses to dinner at Mr.,
Aathony’s restavrant in St. Paul
for the going-away dinner of An-
thony Trow, assistant cemmission-
er for industiial development.
Vann paid for the dinrer from the

special expense fund accorded

heads of state departments.

Vann responded, “I operate my

gepartment as a business. It's not
uniusual for a business to entertain
its employees.” However, legisla-

tive audits in the past have criti~ .

cized other commissioners for less-
er expendcitures for simiiar going-
away functions.

¢} Obtaining $§300 as a travel ad-:

‘znce from a state fund intended
for that purpose on May 4, 1378,

yet not repaying it untii Sept. 21, -

1377. This was despite a 30-day
repayment policy estabiished by
Vann himself after 2 1976 legisia-
tive audit suggested that the fund
should be abolished. Said Vann,
“The policy is for emplovees; tha
commissioner is in charge.” He
added that he'd forgotten 20 repay
the money.

The employees’ document sharply
attacks Vann’s leddership and
management skills. It contends
that “the entire staff, with 2 few
possible exceptions, is complately
cemoralized and disillusioned.” It
charges Vann and Lukaszewski
with “total negative leadership.”

It alleges that only four mestings
of department division haads with
Vann have been held in the 24
months he has been commissioner.
It adds that the department’s 21-
member advisory commission has
met only twice since its formation
more than a year 2go0. And it com-
plains that several dspariment per-
sonnel vacancies have remained
open for months, including an as-
sistant commissioner slot vacant
since last December.
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Ms. Brooks said that once the alle-
gations are actually received, the
governor's office will atiempt to
-check them, :




June 7, 1976

TO: Senator Norbert Arnold, Chairman
Senate Finance Committee

FROM: Dave Giel, Finance Committee Staff

RE: Department of Economic Development

Since becoming Commissioner of the Department of Economlc
Development (DED) last December 1, Lee Vann has demonstrated

an unwillingness to follow established regulations and procedures

'recardlno the expenditure of public funds within his department.

This problem has occurred in the purchase of materlals and in
contract lettlng. .

| Vann Does not deny that he hee ignored established,procedures
in'some cases. He says this is'justified bylthe'lewAéreating

the department (Chapter 362), which, according to Vaﬁh's
1nterpretat10n, gives the DED wide latitude to contract for

and purchase services and materials w1thout reoard to establlshed
procurement_channels. Both the Finance and;Admlnlstratlon
Departments disagree with his interpretation. .Paul Zerby;

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

Vann regarding this problem. To date, this ﬁeme.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. S
In-at least one case, the department is paying more for

equipment than it would 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 with rules and regulations, that's their
attitude.™- |
A DED employee, asked if Vann.is knowlingly 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 who
doesn;t want to foliow the.rules." |
Following are some nroblems that have oecurred within-DED
in thlS area. |
| 1. The 1875 Leclslature appropriated §150, 000 to the‘
 department to design and print a."lure" book to entice tourlsts_
to.Mlnnesota and to print a ‘tourism dlrectory° The peak of the
vacation season ie fast apnroaching and bids for the "lure™ -
dﬁﬁ. * book printing cbntractlhave not yet been opened. The 48- “page,
four color booklet was ready to go to press in March, accordlng
to DED. The delay resulted because the department orlglnally
- bypassed the establlshed Procurement Division system for lettlngb
bids on. prlntlno work Instead, the DED empowered Chuck Ruhr~
Advertising to take bids on the approximately $85,000 contract. -
According toAJim Lukaszeweki, Director of DED's Pnblicity and
Promotion _Division,'the Ruhr firm received four bide and
forwarded them to DED.
Lukaszewskl sa1d he reJected the low bidder, H. M. Smyth

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

| B availability of materials by the requ1red 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, a 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 dune 9. It is unlikely.thaf the booklet will
be available in time to have any significant.iﬁpact as a tourist
1ure_this year. | . | o -
| . 2. ‘The department agreed to purchase $SOO4.90 dn drapes,
carpeting and furnlture from the Sperry Office Furniture Co._
of St. Paul to furnish a tourist 1nformat10n center in the

Hanover Bu11d1ng. ‘When the requisition was sent from DED to the'_ﬁ_

State Procurement D1V151on it was determlned that the redecoratlnw_'

'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 furnlshed in time
for the tourist rush. ' | |

| According to a senior buyer in the Procurement Division
in charge of purehasing these items‘:$1 548.10 worth of furnitdre
purchased from Sperry could have been obtalned for nat more than
$1,072;76 from the vendor who holds the state contract to supply
that type of furniture. In addition, the buyer said the DED. is
payingllo to 20 percent more for drapes and carpetlno than
necessary because Sperry subcontracts for drape making and carpetA
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



" 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 31,000 expense account. This.type'of
expenditure is perfectly legal- I was told, but one wonders |
why DED employees cannot work in thelr own offlces 1nstead of at
a posh club - |

S. The department wished to purchase a $4,500 computer
terminal out of unexpended funds remalnlng at the end of thlS‘
flscal year and. spend $1,000 to "play" Wlth it to determlne 1ts
potentla; Uses in the department ~ But the State Informatlon

Serv1ces Division stopped the purchase pending a rev1ew of need.

- DED thinks the review is overly complex. However, one state

official said he still can't flgure out why DED needs the
termlnal | | | .
6. Several purchases have either been proposed or completed

without DED preparing the'necessary documents. These include

$1,600 for 1ndustr1a1 development serv1ce folders; $200 for

spiral notebooks, and $1,110 for notebooks for news medla

'representatlves_attend;ng the Governor's flshlng party.

According to the Procurement Divisdon,.several of these purchases
were eventually cancelledf The division said $370 worth of
notebooks for the fishing party wefe eventuallf purchased under

a "local purchase"'procedure although the transaction didn't

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 befofe.Sending the memo but
thinks it is unfair to an employee to wait that 1ong-fof the
funds. ‘Several employees who deal with Vann cited the memo
as another example of his dlsregard for established procedures.;
Critics of the department say Chapter 362 should be _
1nterpreted much more strlctly than Vann reads it. ‘Zerby'é-
‘memo -may clarlfy thls situation. In addltlon, officials
say that- many -of the DED's activities--the lure book, the~.
Hanover Bulldlng remodellnc project, the bu51ness semlnar at
the Thunderblrd--could be prepared for in advance so that these
problems did not occur. With proper plannlng, regulatlons

could be" followed and progect deadllnes could stlll be met.



PRESS RELEASE

‘From THE OFF1cE OF: STATE SFMATOR NORBERT ARNOLD

ROOM 121§ T@TF fAPIEOL
DAUL
ai? 70f b1§§

June 1k, 197R

STATE SENATE Finance CommiTTEE CHAIRMAN MORBERT ARNOLD,

- DFL-PENGILLY, 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 4, WHITAKER,
ARNOLD SAID, "THE DEPARTMENT APPEARS TO BE IGMORING R EVADING
THE FISCALLY SOUND MANAGEMEMT PRACTICES IT, AND ALL STATE Acrncrrs,

- ARE REQUIRED TO FOLLOW.

ARNOLD CITED TWO RECENT INCIDENTS IN WHICH THE DE ARTMENT
AGREED TO PURCHASE MATERIALS WITHOUT GOING THROUGH NORMAL STAT=

BIDDING PROCEDURES.

THE FIRST INCIDENT CONCERNED A PRINTING CONTRACT FOR A
“L URE” BOOK DESIGNED TO ENTICE TOURISTS INTO MINNESOTA.. ARNOLD
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 MEPARTMENTS.

The Economic DEVELOPMENT DEPARTMENT ORIGIMALLY CHOSE MEYERS
PRINTING Co. OF MINNEAPOLIS FORATHE JOB AFTER A BIDDING PROCEDURE -
CONDUCTED BY THE CHuCK RUHR ASSOCIATES ADVERTISING AGENCY, WHICH Al
HOLDS AN ADVERTISING CONTRACT WITH THE DEPARTMENT. ARNOLD SAID, - \
HOWEVER, IN THE COMPETITIVE BINDING, MEYERS BID was $13,n0n°

" HIGHER THAN THE LOW BID OF 455,815 sueMITTED BY McAILL GRAPHIC

ARTS OoF ST. PAUL, HE SAID.



'IN THE DIVISION SAID $1,548.10 WORTH OF FURMITURE PURCHASED FROM

"THE POTENTIAL LOSS TO OUR TOURISM INDUSTRY BECAUSE OF

THE ECONOMIC DEVELOPMENT UEPARTMENT S ERROPS IN T”IS MATTER CANNOT

BE MEASURED,” ARNOLD SAID. | _

HE ALSO SAID THE DEPARTMENT AGREED TO PURCHASE FROM SPEPRY
OFFice FURNITURE Co. OF ST. PAuL ¢5,‘3’311.9‘3 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” [N ORDER TO FURNISH THE OFFICE IN TIME 01 7
FOR THE TOURIST SEASON, ARNOLD SAID. HOWEVER, A_sENIOR BUYER qu(f
SPERRY COULD HAVE BEEN OBTAINED For $1,072.76 orR LESS FROM A STATE
CONTRACT VENDOR. AND THAT THE 'DEPARTMENT IS PAYING 10 To 20 PERCENT
MORE FOR DRAPES AND CARPETING THAN THE PRICE AVAILABLE FROM OTHER |

AE_VENDORS, ACCORDING TO ARNOLD S LETTFR.‘

~ARNOLD SAID IN THE LETTER, "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 PART OF A PATTERN
OF EVASION OF REQUIRED FINANCIAL CONTROLS WITHIN THE DEPARTMENT.”
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March 22, 1977

Commissioner Lee Vann
Department of Economic Development
Hanover Building :

St. Paul, Minnesota

 pear Commilssioner Vann:

T would like you to clarify apparent inconsistencies in
statements made by you in recent months regarding the
creation of new jobs in Minnesota. IR

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 Minnesota" 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 panel discussing this problem.

When I compared these statements and impressions with recent
estimates supplied by your department 1 find that "... roughly
34,000 new non-agricultural jobs will develop each year if
historical trends continue." Further, I £ind 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 Minnesota 1968-1976
recently provided by the Department of Economic Development).

Checking further, I f£ind 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
Wwith calculations based on SPA data indicating when government

COMMITTES . Finance Committee « Vice Chairman. Employment Committee
Chairman. Subcommittee on Economic Development . Health. Welfare and Corrections
SERVING .« Arden Hills, Centerville, Columbus Township. Gem Lake, Lino Lakes.
Linwood Township. Little Canada. Maplewood. Nounds View. North Oaks. Roseville,
Shoreview. Vadnais Heights, White Bzar 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
guestion 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 errcneous 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.

f ryl"vc;yurs,

: JOHN MILTON
i State Senator

v oo
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SUBCOMMITTEE ON ECONOMIC DEVELOPMENT

OF THE EMPLOYMENT COMMITTEE

MARCH 28, 1977

Room 118
8:00 a.M.
MEMBERS PRESENT: Senator Milton, Chairman'
Senator XKleinkaum
Senator Purfeerst -
Senator Staples .
Senator Willet
MEMBERS EXCUSED: Senator Bang
MEMBERS ABSENT: Senator Frederick

Senator Milton called *he meeting to order at 8:10 A.M.
He announced that S.F. 675 (Kleinbaum), providing grants
to community development corporations would be heard.
Senator Kleinbaum was asked to Present His bill.

Senator Kleinbaum spoke of the difficulties he has noted
young people encountering when trying to start a new business,
and the red tape of the Small Business Administration's rules
and proceduras. He lauded the CDC's for their assistance

in this field. . :

Senator Kleinbaum pointed out an error in the bill andg Suggested

that an amendment be made to correct it. (Page 1, line 12,
"1060.2-4"was changed to "1060.2-2". Senator Staples moved to
accept the amendment. MOTION CARRIED. He then called upen
Mr. Mel Aanerud, Small Business Administration, to give
testimony on behalf of the bill.

Mr. Aanerud stated that he was an employee of the Small
Business Administration on loan o establish rules and
regulations for the CcnC Program. He indicated that there are
a number of poor communities within the state below the federal
poverty line. We need effactive ways of dealing with those ‘
people. Altsrnatives ars:

1. Get them jobs through free eénterprise sector. But what
companies would be willing to risk investing money
in depressed areas to produce jobs?

2. Welfare -~ or else move them somewhers where they don':
: want to go to find work.

3. OR CDC., State or federal monies to provide venture
capital to thesa non-profit corporations controlled
by community residents for the Purpose of developing
for-profit, job-producing ventures,

Our legislature developed the first CDC state program as a pilot

program. We have gone through an extensive rule-making procedure.

The bill in its present form is a culmination of this
experience.

Senator Purfeerst asked how the CDC areas were determined.

* Mr. Aanerud replied that each community creates its own CDC in

that particular area. If the community feels a need, it goes
to the CDC for assistance -- the CDC program does not come to
it "looking for things to do."
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March 28, 1977
* Page Three

Senator Milton suggested that another technical amendment be
. made to the bill. Page 1, lines 22 and 23, strike "is
responsible to" and insert "shall". Amendment moved Dy Senator
Staples. MOTION CARRIED. ther amendments made were: page 4,
line 1, strike "equitably" and insert "equally" and page 4,
line 2, strike "outstate" and insert "nonmetropolitan". MOTIONS
CARRIED. .

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

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

{:— Meeting adjourned at 9:45 A.M.

: Barbara Martin : John Milton
N " Subcommittee Secretary -Chairman




SUBCCMMITTEE ON ECONCMIC DEVELOPMENT
OF TEE EMPLOYMENT CCMMITTEE

MARCH 30, 1977
Reom 118
8:00 A.M.

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

MEMBERS EXCUSED: Senator. Bang

Senator Milton called the meeting to order at 8:10 A.M. and

recognizad 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 to withdraw the resoclution and moved
that it be laid on the table until such time, if ever, that
it was again needed. -
Senator Laufenburger 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 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 this sub-
committee casting any dispersons on the Department of Economlc
Develorment. .

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 that agencies have a good working
relationship with the legislature. One could not go arcund
"bad-mouthing” the legislature, the committee, or individual
legislators. The legislature expects competent performance out
cof 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 aprear before the I-R caucus. Denied.

The motion to table the resolution calling for the resignation
of Lee Vann was made by Senator Puxfeerst. MOTION CARRIED
UNANINMOUSLY.




*. " DEPARTMENT___QF ECONOMTC DEVELOPMENT Ofﬁce Memorandum U"t

TO : Lee Vann ’ DATE: 9-19-77

FROM James E." Moore PHONE: 6-0581
SUBJECT: 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. S. Travel Data Center
data which was used was obtained from a survey of state travel agencies which
each arrived at their own 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 Hospitality-Recreation-Tourism
expenditures. Washington and Utah clearly misinterpreted the question when they
reported their "State estimate of income generated by tourism in 1972". '

7 The following table should illustrate the'point:

Minn. Wise. Wash. Utzh

Census Report of 1972 Lodging Receipts $189 Mil. $172 Mil. $144 Mil. S 54 Mil.
State Estimate of 1971 Tourism- . $810 Mil.

Generated Income (1970) N. R. $642 Mil. $200 Mil.

Stézg eij::f;gcgielgn Tourism- $886 Mil. $2.0 Bil. § 40 Mil. § 22 Mil.

State Estimate of 1973 Tourism-
Generated Income

Stg§§e§:§:§a§§cg§8w7s Tourism- $1.1 Bil. $5.5 Bil. $1.0 Bil. $305 Mil.

§921 Mil. $2.5 Bil. $660 Mil. $163 Mil.

Washington's 1972 estimate is less than one-third of what they picked up in leodging
Teceipts alone and Utah's is less than half. They both alsc show drops in their
expenditure estimates that are inconceivable.

Though the 1872 Census shows Minnesota 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 2lso 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 2S.

We have checked a variety of sources and cannot find adequate data to replace that
used to create the materials on the pages we have referred to.

JEM: gah
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December 21, 1977

Mr. Joe Pernica, President
Consumer Behavior, Inc.
345 E. 69th Street

New York, NY 10021

Dear Mr. Pernica:

Relative to the attached memorandum from my Research Director,
he appears to be questioning the methodology used in developing
certain information in your New 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 1nformatlon. :

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 Minnesota tourism
information.

Thank you for your consideration.
Sincerely,

0 e

Lee A, Vann
Commissioner

ccu/fgm Lukaszewski
Bob Ellsworth

enc.

LAV:sm
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- CONSUMER
| BEHAVIOR

{— D INCORPORATED

Marketing /Communications
Research and Counsel

L 345 EAST S59TH STREET
NEW YCRK, N.Y. 1C021 723741

New Tel. No. (212) 734-4556

Decerﬁber 29 . 1977

Commissioner Lee. A. Vann o
Depariment of Economic Development
The State of Minnesota

480 Cedar Sireet

St. Paul, Minnesota 55101
Dear Mr. Vann: -

The émesﬁdr_ws you raised in your letter of December 21 were discussed by Mr. Jim Moore |
and myself during our Tuesday meeting in Minnesota (12/27/77). To give you background

- on the New Yerk State project, | was responsible for the development and presentation

of the consumer study and the marketing recommendations. | was not closely involved

in the statistical analysis of the economic data. Since I started working on the proposal

for Minnesota, | have taken a close lock at the statistical saction, including the problem

" . arecs you mentioned.

* As Mr. Moore pointed cut in his bmemomndum of 9/19/77, the information from the U.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 |
have since been able to trace, some of the reported data contained errors. | have been

told that it was not feasible to correct or adjust the data for the New York: repert, since

there was no way of tracing the problems back to the states. Median rather then mean:

growth was used (Pages 11, 23 and 25) in order to mimimize the effect of "odd" numbers.

The only other available source of national data = the U.S. Travel Data Center's own
estimates - unfortunately was not any more relichle. Mr. Moore has good evidence of this.

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 Tuesdéy meeting and came up with some new possibilities

- for developing a aificiently reliable set of data, which we are going to explore.

| hope this answers yaur questions. : 78 B3P
STHCGTE“Y, . . - - ) - . pPerocted h:';“ 5‘}"6“ basle
. . ﬁc rectir et Crrsomal
. ﬂmw Lo ' - 94-2hcad fone V Aw s

Joseph Pemica | ; R o | ﬂ"—‘.-é

President

/ka



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 Indusiry as requested by your office. I will treat prlmarlly 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
retura 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

v~/



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 lodamg 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 may or
may not apply well to Minnesota (2) Partial or 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 supposad 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 i{o 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.

Sinc erely,

8- >4

Uel Blank
Professor and Extension Resource Economist UB:cf
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Ch. 204 LAWS of MINNESOTA. for 1975 573

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

Subdivision 1. Salaries, Supplies,

and Expense 1,260,130 1,162,795

Approved Complement - 42

velopment and publication of a statewide pictorial guide and a state-
wide vacation guide. N

Ore than one 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. -Media Advertising 262,500 262,500
None of these funds shall be expended for

promotional expense.

Subd. 3. Matching 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 cost.

Sec. 45. AERONAUTICS

Subdivision 1. Salaries 478,044 480,344
Approved Complement - 33

Subd. 2. Supplies and Expense 128,000 128,000
Subd. 3. Aerdnautics Proceedings 9,000 9,000

Changes or additions indicated by underline deletions by striltcout.

The appropriation for 1976 includes sufficient. moneys_m%
/
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-and forecasting. Lee Vann, commissioner of Economic Development, says the

NEWS RELEASE

DEPARTMENT OF ECONOMlC DEVELOPMENT

Immediate Release From: Jim Lukaszewski .
Tuesday, November 2, 1976 480 Cedar Street
St. Paul, Minnesota 55101
(612) 296-3924

MINNESOTA D.E.D., STATE BANKERS
SPONSOR ECONOMIC "'SUMMIT 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 alllover the state are expected to
attend the economic "summit conférence,".representing all facets of economic life
in Minnesota, including business,_labor; agriculture, education, economic planning
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 sﬁriﬁgboard for lengthy discussion by citizen-
delegates to the conference leading to formation of economic policy guidelines for
Minnesota --- "an economic platform," in Vann's words.

"Minnesota must have an ééonomic pdlicy," says Vann. '"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 tégether citizens with a wide range of concerns
and knowledge. It-will be more than a consciousness-raising session; it wiil
produce a call to action. On the second day, all conference delegates will vote
on resolutions that will make up an economic policy 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 ouf hope that the economic p&licy statement emerging from our conference will
provide a basis for legislative action in the coming biennium,'

Without a doubt, says,Vaﬁn, the major economic issue facing Minnesota 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 wh§ will enter or re-enter the labor force." |

Bésed on conservative labor force prosections provided by the State Planning
Aéenéy, 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 fo 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

péople will be known as our greatest export product. ‘Unless we establish a jobs-
oriented economic policy, we'll never be able to create enough new employment for

our people."

-nore-
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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 Minnesota capitalize on its economic assets
to provide 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 "summit conference" wiil come from a variety of
sources, including federal and state government and the private sector. The
Minnesota Bankers Association will involve its 750 member banks. Banks will have
tickets available and will serve as conduits for registratidn. 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 Perspéctive Nineteen
Ninety; P. 0. Box 1990, St. Paul, Minnesota 55111, or call (612) 296-5005.

Following the conference, a summary of the.proceedings will be provided to
delegates. |

: ps-
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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 all over 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. v

I will be the overall coordinator of the event. Others expected to

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 zlong so
that we will be able to get together with principals involved in the
management of this event sometime around the 1lst of October to begin
ironing out the technical details of the conference.

AN EQUAL OPPORTUNITY EMPLOYER
~Ee®



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:rg -

cc: Commissioner Vann
Bill Conley
Tony Trow
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MINNESOTA'S ECONCYIC SUMMIT CONFERENCE <: Z%/

DECEMBER 2-3, 1976, ST. PRUL CIVIC CENTER

; . Thursday, Decerber 2, 1976
8:00- Registration 11:30- 0liver Perry, President
8:30 AY Continental Breakfast 11:45 A MN Assoc. of Commerce &. Industr
: ' “The Management Perspective"
- 8:30- Lee A. Vann, Commissioner 11:45- Lt. Governor Rudy Pernich
8:45 AM Minn. Dept. of Economic Development 12:00 noon Chairman, DED Advisory Commiss?
"Keynote Speaker" ' “A Look Ahead"
8:45- C. Peter Magrath, President .12:00- Lunch/free time
9:00 AM University of Minnesota 1:15 PM
“The Educators Perspective" <
9:00- Cy'Carpenter, President 1:15- Review morning activities
9:15 AM Minnesota Farmers Union 1:30 PM .
"Tbe Farmers Perspective" ' 2
!
g:15- Wendy Borsheim, President 1:30- Floor discussion
8:30 &M Minnescta Retail Federaticn 3:30 P4 Questions and answers
“The Retailers Perspective” Viewpoint of citizen-delegates
9:30- Senator Nicholas Coleman 3:30- Coffee break .
9:45 AM Minnesota State Legislature 3:45 PM
. “The Legislative Perspective" '
k»/§;45~ Paul Lindholm, Vice President 3:45- Confinue floor discussion
10:00 AM Minnesota Bankers Association 5:00 P4 RS -
) "The Financial Perspeactive"
10:00- - Coffee Break 5:00 PM  No evening banquet
10:15 AM ' (Assignment for evening & Frida
Friday, December 3, 15756
10:15- David Roe, President 8:00- General session reconvenes
10:30 AM Minnesota AFL-CIO 8:30 AM Continental Breakfast
| “"The Union Perspective" ‘
.]0:30- Russ Allan, Executive Secretary 8:30- Workshops on key econcmic issué
10:45 AM Timber Producers Association 10:30 A Preparation of resolutions or
7 "The Timber Industry Perspective” recommendations
10:45- Russ Schwandt, President 10:30~ Coffee break
11:00 AM Minnesota Agri-Growth Council 10:45 AM
“The Ag Processors Perspective" |
11:00- Al France 10:45- Presentation and adoption of
11:15 AM Lake Superior Industrial Bureau 12:30 P¥4  resolutions. Determination of
“The Iron Ore Perspective" economic policy guidelines by
M general assembly.
~41:15- Chum Bohr, Executive Director 12:30 ~ Summary/conclusion
11:30 AM Minnesota Hospitality Industry 1:00 PM
' _"Hospitality Industry Perspective" .
1:00 P Adjournment
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o T A Ce L a } ' :
Mr. Don Mosbarger T ' P
= Chuck Ruhr Associates Advertising, Inc. C ' )
1700 West 78th Street SR R | o
- Minneapolis, Minnesota 55423 Cagr b ‘ T
- Dear Don: BECEC - S S0

o .Atté'ched' to thié Tetéer are the invofces, covered by a summary sheet, which
include all the expenses {ncurred by our department in the advertising and
promotion of the Economic Surmit Conference which was never held last December.

As we’ di§c'us§'ed,.'we fntend to pay this with funds from our advertising budget;
therefore, we need the following: c

Y. -An invoice from ydu in the ar'n'ount. of $17,262,82 'f-m-—-%*m' T
[ 2. Checks should be fssued %o: S _ IR

A, ngrge 0. Ludcke Advertisina, Inc., 291-5 }Nayzata B’ou'!evard,
' - Mi_nneapoHs, MN 55405, in the amount of $10,008.85. T

Lo B;;‘ .Padﬂla & Speer, 224 West Franklin Avenué',. Hinneapolis, MN
AU ;. 55404, in the amount of $6,897.81, - _ |

}. €. Unlon Advocate, 440 West Minnehaha Avenue, St. Paul, MN SR

F .. - 85103, in the amount of $356.16. S A
od e - o el ¥
- Upon receipt of the Chuck Ruhr invoice to us in the amount of $17,262.82, we T
-will have a check in payment of that back to you within one week. The matar-

, ~ /lals attached to this letter should be attached to the invoice you submit to

S / our department. L o »

o ,/ If you have any -Qi}estféans, please call.

/ * Sincerely, < S
- / _ _ . ,"’.-.-‘;JS
Se James E. Lukaszewski

Deputy Commissioner

JEL:kd - | o B |
Attachments. .. - Scas S o | | S s
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