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TK RCEM «f IMTKAtTEIt NINEStTA 

* A SPECIAL NEtSAAE *
T* NattMrt of tko Siity-thlrA Lo|iolatlvo Soooloo

AV
•ovoroor Earl E. lalvoof 

tatorAay. Aar 11 St. IMS

■r. Spadrar, Mr. Praaldeat, aod ■BObaro of tba 
Silty third Saeaion of tha La«ialatura of tba 
State of Minnesota:

I am praaentlng this special aassaca on Rorthaastara mnaasota baeausa 

I ballara tha problena of this area are aa lapertoat as aay yoo here bafbra

you in this session.

northeastern Minnasota, ones one of the rlebast and aost product ire 

areas of the aorld, has suffered a serara eeoaoaie sloa-dooB. Seaw bualaeasaa 

are failioB, others are having estrenely difficult tias. Qneaiploynant is 

high and the resulting losses in hwan and economic valuaa is one the state 

cannot tolerate.

'’nployment in iron mining has dropped 25 per cent in two years -- the 

general rate of unemployment is nearly three tias the national average. In 

a few extremely hard-pressed sections, s»re than a fourth of the workers nre 

witiKsut work. These figures do not reflect the numbers who are working a 

short work week.

One-half of the unemployed workers in Northeastern Minnesota are between 

20 and 44 years old -- moat in the proceaa of raiaing their families. We 

cannot calculate the demoralisation of family life that has been brought
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about in our distreaand areas. >s eaa, howstar. ealeulate the 

of care for theae famlliea.

east

Once an area of nearly fall eaploynent, HDrthaaatern nawaota has coat 

employers more than 140,000,000 in uneavlayaant coeipettsatiOB banafita la the 

past five years. This aceouats ia soma saaaura for the dsplatioa of the aa- 

enployment eonpensation fund which has caused ns all so much eoaeera durlag 

this aeasion. Your bipartisan efforta to achieve agrssswat on a asm unemploy­

ment coKfKinsation bill are indicative of that eoaeem, and I wish to coMwad 

you for it.

In 1962 federal, state and local tases eipeadad for nelfare purposes in 

Northeastt-rn Minnesota totaled over #23,000,000. Nearly half of that burden 

was borne by local real estate taxpayers. The real estate tax birden has 

increased substantially since the prosperous years, and today is being 

shouldered by fewer and fewer individuals.

It is clear that the people of the region are doing all they can do to 
restore their area to economic health. It is up to the rest of us noe to put 

forth equal efforts. I pledge my personal support for such concertad and 

combined efforts as will restore this area to its forawr p.'omineace.

I believe I can help generate this necessary team effort by outlining 

for you the measures I believe aaist be enacted now.

In formulatir.g these recoamiendations, I have been guided by one over- 

ridity; desire -- to get the people of Northeastern Minnesota back to work.

Your willingness to act decisively toward providing added employswnt has 

been shown by the enactment of a taconite statute, ogreeable to most, and an 

amendment, agreeable to many. All Minnesotans, regardless of their stand on
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indirHual propoowlB for providing the neana, r«ea|[ti>is« tile iweeeMry goal 

continuation of the favorable tax cliMte that taconite baa enjoyed for 

22 yeara. Real hope ia thua held out for an eaaiag of aoaw unaaployMat in 

the future through the '*onatruetion of nee taconite planta-

Laat year, Minneaota produced more than 17^ nillion tone of taconite 

and additional conatruction haa already been anaouneed. Many other stepa 

are needed, hoeever. to inaure continued developnent of thia induatry.

Miithdt *E»fyiitniHT hm«iTT

Taconite plants require aubatantial ore reaenrea. fa Miat ha certain 

that any coaipany desiriiy; to build a plant nlll be able to obtain the acre­

age and ore reserves needed for operation.

Toward this end, I reconavnd eatablialawnt of a Mineral Radevelooawnt 

Authority, patterned after the familiar Urban Redevelopment Authority. The 

MRA would buy or condemn mineral properties, to aaaemble them in units econo­

mically feasible for mining, and sell these units to developers willing to 

make the large investments necessary in the taconite industry.

More than 81 per cent of the state's taconite lands are privately owned. 

Most of this land is owned or controlled by United States Steel or its sub­

sidiaries and by Pickands Mather as agent for other mining companies. These 

companies are often unwilling to sell this land to competitors prepared to 

go forward with ismediate investment. 1 believe that a Mineral Redevelopment 

Authority such as I propose is necessary to bring about prompt, orderly de­

velopment and to promote mineral development by research, by financial aid 

and by exploration.
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I also urge adoptloA of a progressively ineressiiig property tss os taeosite 

and seml-taconitc reserves that are held over long periods of tins hat not ained.

Accordii^ to a recent report of the Legislative Research CoMsittee, tao- 

onite reserves in this state are capable of producing 17 billion tons of con­

centrated ore. This potential staggers the isogination, when ona realiaea 

that only three billion tons of natural orea have been taken out of the ground 

since the infancy of Minnesota's iron ore industry.

The logic of low taxes on wining taconite, to eaeourage such wining, 

would seem to reasonably call for higher taxes on taconite which ia deliberate­

ly kept out of production.

Rights of all property owners wuat be fully recognised, but present taxes 

on taconite reserves are so insignificant that they should and could be raieed 

substantially on unused reserves without reaching the level of taxation on 

ordinary businesses and residences. Such a policy -- mine the reserves or 

lose the tax benefits -- could be decitlve in spurring more prcnpt developwewt 

of our vast taconite potential.

UCOilTC iOT TN{ VttOLE AitVCI

Improvii« the economic climate of Northeastern Minnesota requires more 

than developing only the taconite industry. Modem taconite facilities are 

highly automated and they alone will not absorb enough of the uneaq>loyment to 

give us a lasting solution to our problems. Current production of 17-1/2 

million tons of taconite pellets annually employs nearly 6,000 workers in 

mining and processing. The proposed addition of seven to 10 million tons 

capacity in the relatively near future would employ only 2,000 to 3,000 more 

workers.

• 

A PlAI YI IPIII PIIIICTIN 
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No single industry econosiy can nor should be espeeted to provide • stable 

eeonosv in today's highly castles society. The tiaes desMnd loi« range plan- 

ning and diversification of industry in Rortheaetem Miniieaeta.

»• piicaiNiaaTaaf tartt

Rapid developnent of diversified industry need vigorous, coordinated 

public and private efforts. As a first step, I urge you to help put North­

eastern Minnesota in a better conpetitive position uith other areas of the 

country.

I reeoimend an appropriation of tlOO.OOO to the Attorney General to 

appeal to the Interstate Comserce Comsisalon for an end to freight rates that 

discriminate against Northeastern Minnesota. This area is presently at a 

severe economic disadvantage. John S. Milbur, Tice President of the Cleveland- 

Cliffs Iron Company, points out that:

"Transportation charges from a mine on the Mesabi to 
a steel plant in the Pittsburgh area are #6.56 per gross 
ton, which is 46 per cent of the delivered market price.
Shipment by roil, a total distance of 218 miles, accounts 
for #3.90 of this figure. This is a rail charge of 18 
mills per gross ton mile. The total rail shipment rate 
for a ton of foreign iron ore from Baltianre to Pittsburgh 

a distance of 313 miles - is #3.65, or 11.6 mills per 
ton mile. "

Industries in upper New York State ship to Pittsburgh at 8.8 mills per 

gros.s ton mile. With this same advantage, the cost of Mesabi ore delivered 

in Pittsburgh could be reduced by almost #2. In addition, winter all-rail 

ore shipments from Lake Superior are now enjoyed by certain points in Canada, 

includir« Wyman, Quebec, Kirkland Hills, and Copper Cliffs, enabling these 

areas to ship ore to Pittsburgh at rates as low as 8.7 mills per gross ton 

mile.
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are not helpleaa in the face of thia situation. The Interstate 

Conmerce Act allons the Coenission, on application by a state, to prohibit 

"unjust, unreasonable, unjustly discriminatory, unduly preferential or pre­

judicial” rates and to establish rates which are fair to all eoneemed. But 

to obtain such an order and Justice, the Attorney General saist hire eeonoeiista, 

rate experts and others needed to prepare and present our argtaaents to the 

Conasission.

MONOTE TMIIIN

1 also urge you to appropriate to the Departawnt of Business Deselotwent 

the full tSOO.OOO annual figure recoswiewded by the Minnesota Arrowhead Assoc­

iation for tourist promotion adsertising.

Michigan, South Dakota, Wisconsin, and the Canadian provinces of Ontario 

and Manitoba which compete with us for the tourist dollar, each spend much 

more than we do on tourist promotion. Last year the vacation advantages of 

the Arrowh“ed Country and other areas brought into Minnesota over $350,000,000 

spent by over one million visitors. By competing anre vigorously with our 

neighbors in advertising and promotion we can greatly increase tourism revenues 

to the great economic benefit of the entire state.

MONOTE OOlUTN MOT

I recoiwnend an appropriation for promotion and advertisement of the 

Duluth Port's advantages to shippers who now use the well-promoted ports on 

the Atlantic coast and other areas of the Great Lakes. Imaginative advert­

ising and promotion will bring increased tonnage to Duluth and result in 

increased Jobs there and throughout the state.

L.

•ttPMOT LOCAL OEVELOPHEOT
In addition to those measures necessary to s»ke Northeastern Minnesota's 

economy more competitive, we must give adequate technical and financial support
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h
to loc«l industrinl devrlopmont prujRCtn for JnduotriaJ divarsifi
cation in Horthnastorn Minnesota. Absolutely easential to thia is:

(1) Adequate replenishment of the development revolving fund for loans 
under the Aeea Redevelopment Act;

(2) The State Eseoutive Council ehould be empoaered to use Area Redevelop 
ment Revolving Fund for product feasibility and marbet studies of specific 
proposals. Several excellent industrial develoiiSKnt projects have failed to 
materialise because we couldn't provide the hard economic analysis needed to 
convince a firm to make a favorable decision on plant location. Companies 
are reluctant to invest their own money on production and marketing consultii« 
firms for this type of analysis, and the federal Area Redevelopment Authority 
is reluctant to make grants for technical studiea. This proposal involves no 
additional spending and is extremely important. It can eliminate a major bottle 
neck in many currently proposed projects;

(3) Increased state participation in industrial developnmnt projects under 
the Area Redevelo;ment Act. Many areas of our state cannot raise the 10 per 
cent local project financing presently required. Raising the awiimun state 
participation from 20 per cent to 30 per cent would enable the state to help 
underwrite the local communities' share where it is prudent to do so;

(4) Establishment of an Attorney General's office in the economically 
distressed area of the state to give technical legal assistance to local re­

development efforts. This proposal, unanimously endorsed by the Range League 
of Municipalities as a necessary step in the fight to revive Northeastern 
Minnesota, could assist municipalities and local agencies in applying for 
federal public works grants and loans, in obtaining area redevelopment loans, 
and in preparing necessary testimony and legal argumnts in hearings before 
Congress and federal and state administrative agencies.
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and in preparing neceaaary testimony and legal -argw.nte in hearinge before 

Congre111 and federal and at.ate adminiatratiff agenelea. 
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■ttMt MtllC Mtll
The prajeetb I have outlined are dealgiied to help reatore prosperity 

and eliminate uneaf>loyment for the long m.

In the short run, «e must put the unemployed of Rortheastem Minnesota 
to work non on sound public projects ehieh nill have pemewant value for the 
conaunitles of that area.

(1) The Conanissioner of Conservation should be given a auhstantial 
appropriation for imaediata work projects to eonaerve natural resoureea in 
areas of economic diatresa;

(2) I urge an adequate appropriation for state aid grants to aaiaicipal- 
ities for accelerated public norka. Under the Federal Accelerated Public 
Works Act 8 municipality siuat provide 90 per cent of the funds for such pro­

jects. Because of Northeastern Minnesota's economic distress and per capita 
tax limitation, many municipalities cannot provide their ahare. We are lo'ing 
necessary federal projects because the state cannot non legally provide the 
required matching fundj;

(3) I urge passage of a bill to remove legal doubts as to whether snuiicip- 
alities have authority to obtain grants or loans from the United States under 
the Federal Public Works Program;

(4) I urge a project of permanent value to the area, the construction of 
a modern, fully - equipped school and hospital for mentally retarded children 
in Northeastern Minnesota. This project will conform to our long-standing 
policy of hospitalizing youngsters where possible in institutions near their 
homes. Planning should go forward at once for this long-needed facility.

(5) I urge extending state aid ( ADC benefits) to dependent children of 
unemployed parents. This would strengthen family life and would reduce the 
area's general relief costs, currently bo.-ne entirely by the area's hard- 
pressed real property tax payers.

IIIHI ,_LIC 11111 

Th~ pr . Jee\$ I ha•e butlilMCl are de• ..... \o llalp rea\ore proaparl\J 

and el i111lnate une111plo,-nt ft>r \ha lOll8 ,.... 

In the lhort run, • -t put the --,lo,- of aonileN\•n 111-aota 

to work now on 1101111d public project• wblcb will baH ,.._., nlm tor \Ila 

c«-anltle11 of that area. 

( 1) The C~issioner of Conee"at.loa abollld be 11 .. n a •••tanUal 

approprifttion ror i-diate work project• to cODNne nat•al reaourcea ln 

area11 or ec onomic diatre11a; 

(2) I urge an adequate appropriation tor ata\e aid granta to -icipal­

ities ror accelerated public worka. Undet' the Federal Accelerated Public 

Works Ac t e municipality 111Ust prOl'ide ~percent of the funda tor such pro­

jects. Becau11e or Northea11tern Minnesota's economic dlstreas and per capita 

tu limitation, many municipalitle11 caMot pro•ide their ahar~. le are lo•lng 

neceRsary fede ral projects because the 11tate cannot now le,;~lly proYide the 

requ i r ed matching rund o; 

(3) I urge assage of a bill to remo•e legal doubts aa to whetber amicip­

aliti a have authority to ~btain grant11 or loana fro• tbe United State• under 

the F d ral Pu Jic lorks Program; 

(4) I ur ea pr oject or permanent value to the area, the construction of 

a modern. fully - quipped school and hospi tel for mentally retarded children 

in North s t rn Minnesota . Th ie project will confora to our long-standing 

policy o f hosp1 alizing youngsters where possible in institutions near their 

home s. Plenni~ should go forward at once for this long- needed facility. 

) I ur ell tending state a id ( ADC bene rite l to dependent children of 

unemployed pa r •nt s. Th is woul d s~ rengthcn family life and would reduce the 

area's neral relie f cost s , currently bo~ne entirely by the area's bard-

pressed real prop rty tell payer s. 
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Those include a taconlte atatute and anendaent. One of the firat bills sent 

to me for my siitnature nas one to allow labor credits in coaputii^ the occupa 

tion tax on semi taconite.

A bill has reached the floor for the Senate, and has bean Klven full hear­

ings in the House which would extend to certain ores reduced to pellets the 

extremely favorable tax treatment now given only to taconite. This bill, in 

its present form, could eventually shift a large asnunt of the |27 million 

paid now in ad valorem taxes by the minify industry into other businesses and 

homeowners.

Another bill which has reached the floor of the Senate would allow a 

mining company to ded'-ict, in computing its occupation tax, the property tax 

paid on all ore, including ore not mined. At present the companies may deduct 

only the property tax on ore actually mined during the year. This legislation 

would result in a 13,200,000 tax reduction to the mining industry for this 

biennium, #2,000,000 of which would be enjoyed by the United States Steel 

Corporation.

Finally, a bill has reached the floor of the Senate allowing a mining 

company to deduct losses from one mine from production taxes on its profitable 

mines. This would shift to other taxpayers #100,000 in taxes in the next year, 

and huge amounts in future years as anticipated losses are incurred in the 

initial operations of new taconite plants and mines.

FASS T*C PEOriCS' LEAIILATIOR

I urge you now to consider the absolute necessity for bringing up, dis- 

cu8sii« and passing the measures 1 have outlined here, which benefit the rest 

of Northeastern Minnesota and the entire state.
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I urge you now to consider the abaolute necessity for bring i ng up, dis ­

cussing and passing the nieaaures I ha•e outlined here, which benefit the rest 

of Northeastern Mi nnesota and the entire state. 
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We cannot deal with the pr<^lea of Northeaetern Nlnneeota by aeavMlng 

that benefits for one Industry can cure the Ills of all. We should settle 

for nothing less than an osarall prograw such as I have outlined, tailored 

to the total needs of the whole region and the state.

Surely the people of Northeastern Minnesota deserve the saae eonsider- 

ation and thoughtfulness we estend to the nsjor industry in that araa!
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