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The Economic Role of Metal Mining in Minnesota:
Past, Present, and Future
EXECUTIVE SUMMARY
New Metal Mining for Minnesota: Economic Boom or Set-Back to
Diversification and Sustainability?
Rising metal prices have triggered a revitalization of Minnesota’s taconite mining and processing industry. Some of the taconite mills have upgraded their operations; others have plans to do
so. In addition, an integrated steel mill has been proposed that would combine iron ore mining,
concentration, iron metal production, and the production of rolled steel. High copper and nickel
prices have also led to two proposals to begin mining and processing the state’s extensive copper
ore deposits.
Metal mining and processing jobs are among the highest paid blue-collar jobs available in
Minnesota and the nation. The metal industry also requires other highly skilled personnel,
creating high-paid technical and professional jobs in relatively small towns or rural areas. These
are attractive economic benefits of metal mining.
Metal mining and processing also have negative aspects. They disturb the land in ways that
often prevent real reclamation, leaving behind a degraded natural landscape. They often create
water pollution problems such as acid drainage, continuing indefinitely into the future, requiring
perpetual treatment and containment. Metal mining earnings and jobs tend to be very volatile,
leading to community instability and long-term decline. These are real economic costs associated
with metal mining.
This report will look closely at the economic characteristics of Minnesota’s metal mining industry.
Understanding the impact of metal mining and processing on local and regional economies
lays the basis for an evaluation of the net dollar benefits created. These can then be compared to
the environmental and social costs to evaluate the overall economic rationality of the proposed
mineral developments.
Hard Lessons from Minnesota’s Metal Mining Boom and Bust Past
The metal mining industry is prone to both “booms” and “busts” as well as to a long-term decline
in the labor required to produce any given volume of metal ore. That is clear in Minnesota’s
iron industry. The first graph below shows the declines in employment between 1965 and 1972
and then the mini-boom between 1972 and 1979. The mini-boom was followed by a dramatic
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After periods of relatively high unemployment rates on the Iron Range, the region has been
approaching full employment with unemployment rates in the four to five percent range and
shortages of skilled workers are being reported.
As a result of declines in the iron industry and expansion of the rest of the economy, the relative
importance of the iron industry as a source of income and jobs declined dramatically. By 2005,
earnings in metal mining were the source of only two-tenths of one percent of total Minnesota
personal income. In Itasca County the dependence on iron mining has declined from 23 to 4
percent and in St. Louis County, from 13 to 5 percent. Lake County has the largest reliance on
iron ore processing, and its dependence declined from 43 percent to 13 percent.
The metal mining and processing projects proposed for the Iron Range will have a relatively
modest impact on residents for several reasons. First, both the temporary construction workforce
and the new workers are likely to have to come from outside the Iron Range because the region
is approaching full employment and the aging existing industry work force will also have to be
replaced.
Second, the number of jobs directly associated with each of the proposed metal mining and
processing projects is relatively small compared to the 11,000 job losses that the industry has
suﬀered over the last 25 years. The largest of the proposals, the Minnesota Steel Project in Itasca
County, would employ 700 workers once it was operating at full capacity. If all of the jobs were
filled by residents of Itasca County this would represent a 3 percent increase in employment. But
the facility would be near the St. Louis County border and within commuting distance from
Hibbing. As a result, the jobs are likely to be shared with much larger St. Louis County. Even
when “multiplier” impacts are taken into account, the total employment impact is estimated to. be
an eight and a half percent increase in Itasca County employment (although, again, most of these
jobs would have to be filled by in-migrants or commuters).
Similarly, PolyMet Corporation’s proposed NorthMet Project in the Hoyt Lakes area of St.
Louis County would hire 470 workers when operating at full capacity. This would add four-tenths
of one percent to St. Louis County employment. Even with the multiplier impacts, producing a
total of 1,000 jobs, the impact would be less than one percent of total employment, representing
only about three months of the earnings growth seen in recent years.
Quality of Life Drives the Economic Vitality of the Iron Range Counties
If iron mining and processing is the “economic base” of the Iron Range,
the declines in employment and earnings over the last 25 years should
have forced a decline in the rest of the economy. However, after an
adjustment period, the St. Louis, Itasca, and Lake County economies
expanded significantly. Clearly there were other sources of economic
vitality.
One of those forces was simply the impact of residential choice.
Although the economic base view of the local economy suggests that
people always have to move to where jobs are, the fact is that business
firms often have to move to where workers are readily available and to
where customers are located. This is clear in the rapid growth in medical
and health services jobs in the Iron Range. It is also clear in the significant increase in retirement-related income flowing into Iron Range
communities. These two new sources of income were many times larger
than the loss of iron industry payroll.
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The ability of an area to hold and attract residents is an important part of any region’s economic
base. Statistical studies have shown the attractiveness of the social environment (small cities,
good schools and public service, low crime rates) and natural environment (scenic beauty, wildlife,
outdoor recreation, clean air and water) attract people and economic activity. Such amenitysupported economic vitality is a powerful force in many areas of the nation including St. Louis,
Itasca, and Lake Counties.
The reality of amenity-supported economic development underlines the economic importance
of protecting quality of the social and natural environment. Environmental quality is not just a
matter of “prettiness” or aesthetic preferences; it is a central part of any region’s economic base and
its potential for economic vitality.
In general, sustainable communities do not rely on the export of just one or a few products. Nor
is economic development built around “more of the same.” The natural landscape is not just a
warehouse from which to extract commercially valuable commodities. That natural landscape is
also the source of valuable environmental services that make a location an attractive place to live,
work, and do business.
Alternative Economic Values Associated with Northeastern Minnesota’s Natural
Landscapes – Building a Sustainable Future
Metal mining oﬀers a variety of benefits such as injecting income into local economies, stimulating economic expansion, and providing payments to governments in the form of royalties and
taxes that help fund public services. However, at the same time metal mining imposes significant costs such as irreparable degradation of natural landscapes, water pollution that continues
long after mining ends, and disruption of communities due to the volatile nature of the industry,
leading employment to fluctuate widely.
Mining companies weigh the costs and benefits of developing a particular mineral deposit when
deciding whether to proceed with mining at a particular time. In the 1970s copper mining
companies considered developing the copper deposits in Minnesota’s Iron Range. After weighing
the costs, benefits, and risks, they decided to not develop them. A business does not develop a
mineral resource if its costs exceed the benefits.
Minnesota has to make the same calculation about proposals for the expansion of metal mining
and processing, but from a public interest point of view: Do the public benefits and costs justify
approving any particular proposal? When total costs exceed expected benefits, economic rationality would call for the mining project to be rejected.
Minnesota knows that there are significant costs associated with metal mining and processing. The
Iron Range and the North Shore of Lake Superior have already suﬀered significant environmental damage from past iron mining and processing. The Iron Range has also been through the pain
of repeated booms and busts, ghost towns, strikes, and mining disasters.
The challenge represented by new metal mining proposals is that it is a landscape-intensive
activity that has had significant negative impacts on the natural environment. That means it has
the potential to damage one part of the local economic base, environmental quality, while developing another, the mineral deposit. To the extent the environmental damage could be significant and permanent while the mineral development is relatively temporary, significant public
economic policy issues are raised: Is there a net gain or loss to the local economic base as a result
of developing the mineral deposit? Can the development of the mineral deposit be modified in
such a way as to reduce the threat to other current and future economic values and activities? The
environmental record of metal mining clearly indicates that these questions have to be explored
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carefully and critically. This is not “merely” a matter of aesthetics or the impractical preservation
of “prettiness.” It goes to the heart of the future economic vitality and sustainability of the northeastern Minnesota economy. That is the reason that rational public regulation of metal mining
should be an important part of Minnesota’s economic development policy.
Minnesota will have to decide if it wants to ride the mining roller coaster again and then
wrestle with an even greater level of environmental damage that may foreclose more sustainable
economic development options.
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Introduction: A New Mineral Development Boom
in Northeastern Minnesota?
Not many years ago, the primary concern of many residents of Minnesota’s Iron Range was that
the mining that supported the original European-American settlement of these “northwoods”
was spiraling downward to an end. In 2001 the LTV-Erie operations that had been the source
of about 16 percent of Minnesota’s taconite production shut down. In 2003 two large taconite
operations, the Eveleth Taconite Company (EVTAC) and National, that were the source of about
26 percent of production changed ownership. Over the ten year period 1996-2005, the employment in Minnesota iron ore production reported by the United States Geological Survey (USGS)
declined by 2,400 or 43 percent. The iron mining industry that the USGS reported employed
14,000 workers in 1979 employed only about 3,000 in 2005.
In 2004 Marvin G. Lamppa, one of the leading historians of Minnesota’s Iron Range, seemed to
be expecting the imminent demise of mining:1
…However, in the midst of all this turmoil, a growing global steel market sharply diminished
the demand for the region’s iron, raising new issues over…the future of northeast Minnesota’s
communities. Coping with the unpredictable fluctuation of mining economy and forces of
change, over which there seemed to be no control, became an accepted part of life for the
generations who made Iron Country their home. They, like people in other single industry
regions – Massachusetts’ textile towns, the coal belt towns of West Virginia and Pennsylvania, Michigan iron mining districts – came to know the hurt and anguish of mine and
plant closing, loss of jobs, loss of pensions and insurance, strikes, accidents and death. They
confronted turmoil and intimidation, experienced poverty and prosperity, and through it all
they endured.
Just three years later in 2007 the talk is not of the demise of mining in northeast Minnesota but
of a potential new mining-related boom built around the development of the region’s copper ores,
a resurgent interest in processing taconite iron ore, and the additional energy infrastructure that
would be needed to support that expansion of the metal industry.
The renewed interest was tied to an explosive growth in the price of metal commodities that is
usually attributed to the burgeoning economies of China and India. Iron products such as direct
reduced iron, pig iron, and scrap iron have tripled in price since 2001. Copper prices quintupled
between 2002 and 2006, rising from about $0.75 cents per pound to about $3.80 per pound in
mid-2006. During 2007 copper prices fluctuated significantly, but they remain far above the
1980-2003 average of $0.94 per pound. The value of nickel, which is found in significant amounts
with Minnesota’s copper, also rose almost tenfold ($2.50 to $25 per pound) between May 2002
and May 2007.
As a result of these metal price increases, several new metal mining and processing facilities have
been proposed in northeast Minnesota as well as upgrades of existing mining and processing
facilities. Minnesota Steel Industries has proposed a direct reduction iron (DRI) facility that may
ultimately include a steel mill near Nashwauk in Itasca County. A similar project, Mesabi Nugget,
was proposed near Hoyt Lakes, but failed to arrange the financing and is currently on indefinite
hold. PolyMet Mining has proposed Minnesota’s first copper and nickel mining and processing
facility, NorthMet, near Hoyt Lakes, making use of the former LTV industrial site and facilities.
Franconia Minerals is exploring the feasibility of another copper-nickel mine and refining facility
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in the Babbitt area. Two mine sites, one under Birch Lake and the other, the Maturi deposit just
to the east in Lake County, would be served by a common processing plant.
Iron mining upgrades, including developing new mines to supply existing facilities as well as
expanded processing facilities for existing mines, have been proposed at the North Shore Mining
taconite processing facility on Lake Superior and the Mittal Minorca mine near the town of
Virginia. An upgrade has already been carried out at the Minntac facility at Mountain Iron.
Finally, Excelsior Energy has proposed to build a twin electric generating station using integrated
coal gasification technology. This Mesaba Project would be located northeast of Grand Rapids
and is intended to serve the expanding metal industry in the region.
The proponents of these metal mining developments project that each would directly provide
several hundred jobs once they were operating and a thousand or more temporary construction
jobs during the initial construction of each of the facilities. They further assert that those direct
impacts would then cause ripple or multiplier eﬀects throughout the regional economy, creating
many more jobs. Proponents expect the cumulative impacts of such a revitalized metal industry to
return prosperity to Minnesota’s Iron Range, depressed over the last three decades by the substantial job losses in the taconite industry.
Modern metal mining exploits relatively low grade ores mined from open pits and produces a
considerable amount of waste material. Large industrial facilities are then needed to concentrate or refine the ore. These processes also tend to be energy intensive,
creating demands for electricity, natural gas, and petroleum products.
All of these activities can have substantial environmental impacts.
Historically mining and the heavy industry associated with it have been
the source of some of the nation’s more serious and permanent environmental impacts. The mining of sulfide metal ore, for instance, has been
the source on ongoing acid mine drainage [photo at left] that continues
to pollute surface and ground water long after the mining ceases or
requires continuous water treatment indefinitely into the future.
Mineral extraction at any particular location ultimately exhausts the
economic supply being mined and has to shut down. Modern mining
Photo courtesy of Pennsylvania Department of Environmental Protection
techniques have significantly reduced the duration of mining any given
site. Volatile commodity prices and international competition can also
lead to the closing of mines. Minnesota’s iron mining communities have a long history of coping
with this endemic instability associated with mining. That community disruption also represents a
social cost of mining.
Such environmental and social impacts represent real costs that should be taken into account
when evaluating the socioeconomics of the proposed expansion of Minnesota’s metal industries.
Just as high production costs relative to the value of the metal being produced may lead a mining
company to choose not to develop an ore body or to shut down a mine after it has operated for
some time, high environmental costs may also lead the public or public agencies acting in their
name to appropriately reject a proposed mineral development as “uneconomic” when all costs,
both public and private, are taken into account.
This report will look closely at the economic characteristics of Minnesota’s metal mining industry,
in the past, currently, and in the future. Understanding in some detail the impact of metal mining
and processing on local and regional economies lays the basis for an evaluation of the net dollar
benefits created. These can then be compared to the environmental and social costs to evaluate the
overall economic rationality of the proposed mineral developments. This report will not evaluate
those environmental and social costs nor carry out the overall evaluation of the social rationality
of the various proposed projects. The objective of the report is more limited: to critically evaluate
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Depletion of High Quality Ores
Mining removes nonrenewable resources, focusing first on the higher quality, lower cost ores. All
mines, ultimately, deplete those economically feasible ore deposits as costs rise and ore quality
declines and the mines shut down. That is the source of the “ghost towns” that historically have
been associated with mining. Minnesota’s iron mining history reflects the same pattern: As
mines opened, communities of thousands developed adjacent to the mine, only to be abandoned
as the mine depleted its high grade ores and shut down. Other communities were consumed by
the expanding open pits or had to relocate. As iron ore has been mined in northern Minnesota
for a century and a quarter, some mining communities have come and gone while others have
dramatically expanded and contracted as mining techniques, facilities, and locations have shifted
geographically.5 Mining has rarely provided stability for adjacent communities. Miners and their
families have often adjusted to mining’s geographic instability by choosing not to live adjacent to
mining operations and commuting long distances to work in the mines. This can help protect the
value of their housing investment when a mine lays oﬀ workers or shuts down. It also, however,
means that the local economic impact of the mining operation is reduced as a large part of the
payroll and spending from that payroll “leaks out” of the adjacent communities.
Environmental Degradation as an Economic Issue
Mining is land intensive. Especially as lower grade ores are pursued through open pit mining,
large amounts of land have to be disturbed to gain access to the ores and large amounts of waste
material are generated in the mining, concentrating, and refining processes. Returning the land
to its original condition is almost impossible and even eﬀectively reclaiming it so that natural
processes can heal the disturbances can be diﬃcult, costly, and ultimately unsuccessful.
This is not just an “environmental” problem. As will be discussed in more detail below, it is also
an economic problem. Population and the economic activity associated with it have become
increasingly “footloose” during the last half-century as people and businesses have pursued what
they perceive to be higher quality living environments. That attractiveness of a place, including its
social, cultural, and natural environmental characteristics has become an
important source of local economic vitality. The environmental degradation associated with mining can undermine that potential source
of economic vitality. That is not inevitable. Many past mining towns
around the nation have made the transition to a new economic base
once mining ended and the environmental damage was contained. It
is, however, important to keep in mind that environmental degradation
has important economic ramifications for the future economic vitality
of a region.
To summarize the economic lessons from Minnesota’s mining past,
metal mining provides some of the highest paid blue-collar and technical-professional jobs available outside of large urban areas. But metal
mining also has some important economic drawbacks. Metal mining is a volatile industry that
can have a disruptive impact on adjacent communities. National and international demand and
metal prices fluctuate with business conditions. In response existing mines close or new mines
open to bring supply back in balance with demand. In addition, ongoing labor-displacing technological change has a long run depressing impact on communities as fewer and fewer workers are
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unlikely metal mining boom in Minnesota. But even with that size boom, metal mining would still
contribute only one percent of total personal income in Minnesota.8
As discussed above, even in the iron counties of northeast Minnesota, iron ore mining and
processing no longer dominate the local economies. In all three counties, the non-mining sectors
showed considerable vitality, allowing ongoing expansion despite the loss of the mining jobs and
payroll. The ongoing expansion of new economic opportunities in these three counties has led to
a decline in unemployment and a reported shortage of skilled workers.
The unemployment rate in Lake County, for instance, has been at or below the national rate since
the late 1990s and in 2006 stood at four percent, close to “full employment.” The unemployment
rate in St. Louis County has largely tracked the national rate since the mid-1990s. In 2006 it
stood at five percent compared to the national average of 4.6 percent. The unemployment rate
in Itasca county has fallen from 11.7 percent in 1994 to 5.9 percent in 2006, but has remained
significantly above the national average for almost two decades. But even in Itasca County there
is evidence of tight labor markets when it comes to skilled workers. The Draft Environmental
Impact Statement for the Minnesota Steel Project in Itasca County issued in February of 2007
by the Minnesota Department of Natural Resources cited a shortage of skilled workers across
the Iron Range region and reported that mining companies were recruiting workers from areas
outside of the Range (pp. 6-58). Newspaper stories in 2007 reported labor shortages across
northern Minnesota. Minnesota Power Company was reported as having diﬃculty finding the
skilled workers needed for the refurbishing of the electric generating facilities at the Boswell
Energy Center at Cohasset in Itasca County. Minnesota Power expected to draw their workforce
from the Dakotas, Canada, and northern Midwestern states.9 Clearly these iron counties are not
reservoirs of large numbers of unemployed skilled workers waiting for mining or construction
jobs. The ongoing expansion of their non-mining economies has largely absorbed the unemployed
and under-employed.
Housing market information also suggests that these counties have adjusted to the population declines associated with the downsizing of the iron industry. Housing studies of St. Louis
County, the City of Hibbing in St. Louis Country, and Grand Rapids in Itasca County report
relatively low vacancy rates, rising housing values, and ongoing new construction.10 What once
had been seasonal “cabins” are being converted to year around residences to provide housing for
permanent residents. There is not a surplus of housing available for potential new residents.
Despite the massive loss of mining jobs and payrolls, the economies of Itasca, St. Louis, and Lake
Counties are not in a state of collapse. They have shown considerable economic vitality despite
the losses in iron ore mining and processing. These economies have been diversifying, absorbing
the unemployed, and enjoying ongoing growth in average real income. We will discuss the sources
of this ongoing economic vitality in the next section.
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Projected Impacts of New Metal Industry Developments in Minnesota
In order to provide an indication of the quantitative impact of new metal industry developments
in northeastern Minnesota, we will focus on one proposed development in each of St. Louis,
Itasca, and Lake Counties. Projects for which economic and/or environmental impact statements
have already been prepared were chosen because those documents tend to provide detailed information on the character of the project and its socioeconomic impacts. The projects that will be
reviewed are the PolyMet Mining Corporation’s proposed NorthMet Project to mine copper ores
near Hoyt Lakes in St. Louis County, the Minnesota Steel Project to build a Direct Reduction
Iron and steel making facility near Nashwauk in Itasca County, and several taconite processing
plants proposed for upgrade in Lake, St. Louis, and Itasca Counties.

-EASURING ,OCAL %CONOMIC )MPACTS
Defining the “Local” Area
The impacts of a new business opening or an existing business closing are transmitted to the
surrounding geographic area by the expenditure patterns of the business and the residential,
commuting, and spending patterns of the workers. Businesses buy some of their inputs from local
businesses, but because small towns are unlikely to be able to provide most of the basic inputs of a
modern industrial operation, most of those purchases are likely to be made from firms located far
away from the mining and processing operation. Similarly, profits, dividends, and interest earned
on the mining venture will flow to stockholders and lenders. Those expenditures “leak” out of the
local economy.
The primary impact of a mining operation is likely to be felt through its payroll as its workers
spend their income. If the workers live in communities adjacent to the mine and do most of
their shopping in those adjacent communities, much of that payroll will circulate in the adjacent
communities. But with mine, manufacturing, and construction workers this often
is not the case. Workers are willing to commute considerable distance to such
well paid jobs and seek to protect their investment in their homes by not buying a
home in a mining or mill town where a shutdown could severely reduce the value
of the home. This leads much of the payroll to “leak” out of the adjacent communities.
In addition, small towns often do not have a full range of retail and service opportunities for families. As a result, even residents of those towns often commute to
regional trade centers for many of their more expensive purchases and for entertainment. This, too, leads to the income received by workers to “leak” out of the
adjacent communities.
The mobility of workers and the existence of a hierarchy of diﬀerent types of
trade centers ensures that the impact associated with a new mine and processing facility will be dispersed over a relatively wide geographic area. The aﬀected economic area
is not just the adjacent community. The people working in the mine or mill may well not live in
that community. Those who live in that community may not work in the mine or mill. Those who
live in small communities may well not spend most of their income in that community but shop
elsewhere. Those who shop in the small communities may not live in those communities. They
may be convenience shoppers from the surrounding countryside.
For all of these reasons, a small town or city cannot be studied as an “economy.” Instead the larger
geographic area in which that town or city is embedded that includes most of the commuting to
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work and to shop has to be used. Often that area has to be larger than just one county because
the larger trade centers may be located outside of a largely rural county. Lake County, for
instance, has no major trade centers. Its largest towns (Two Harbors at 3,500 and Silver Bay at
1,900 residents) are along the shores of Lake Superior, relatively isolated from the interior of the
county. Residents in the northern part of Lake County are likely to use Ely with a population
of 3,800 in St. Louis County as a trade center. In the eastern and southern part of the county, a
large number of Lake County workers commute to work in the Duluth area of St. Louis County.
Itasca County’s largest town, Grand Rapids, has a population of only 8,200. Across the county
border in St. Louis County, the City of Hibbing has over twice as many people. Dominating
all of the cities in the three-county area is the greater Duluth metropolitan area with 275,000
people. Since a significant portion of the economic impact of new metal mining developments in
northeast Minnesota is likely to be felt in St. Louis County because of its larger population and
trade centers, the economic impact area has to include it. The economic impact analysis cannot
simply focus on the small cities or towns closest to the proposed development.
How to Measure Economic Impacts
There are many diﬀerent ways to describe the quantitative importance of any particular economic
activity. For instance, the total volume of ore produced, the total sales value of that ore, the total
value actually added by an ore processing facility, the total pay received by workers, or the total
number of jobs.
The economic impacts that matter the most to local residents are impacts on jobs and incomes.
Yet local economic impacts are often measured in quite diﬀerent terms that produce a bigger
number but tell us little about how that economic activity contributed to the well being of
local residents. For instance, local economic impacts are often measured in terms of changes
in the total dollar volume of business or by the overall level of local spending. Because all local
businesses import from outside the local economy substantial amounts of what they sell, much
of the dollar volume of sales does not flow to local residents but, instead, quickly leaves the local
economy to support incomes and jobs in distant manufacturing and trade centers. The volume of
that spending tells us nothing about local jobs and incomes. That is why the national economy is
almost never described in those terms.
Similarly, depending on how sophisticated the local economy is, dollars spent in one business
move to other local businesses that supply goods and services to local businesses. Counting all
of those transactions can lead to double or triple counting of the value that is actually being
produced locally and the income that residents earn. That too is why specific economic accounting rules were adopted for evaluating the overall performance of the national and state economies
that prohibit such misleading double counting. Measuring economic activity in terms of the total
value added by economic activity within the local economy (gross state product) avoids both of
these problems. But even with that measure the impact on residents can be exaggerated because
often a significant part of that value added, for instance the royalties and profits received by those
who own the mineral rights, mine, and processing facilities, do not stay in the local area but flow
away to the stockholders of the mining companies, most of whom do not live in the local area.
There are appropriate uses for data on gross state product, but measuring local economic impacts
is not one of them.
The apparent relative importance of industries can change dramatically depending on which
economic measure is used. If we look at the top ten industries in St. Louis counties as judged by
the number of employees, mining ranks seventh. If we rank industries by the value of the output
produced, mining ranks first. Electric utilities would be ranked 34th on the basis employees but

THE ECONOMIC ROLE OF METAL MINING IN MINNNESOTA: PAST, PRESENT, AND FUTURE

14

and on the extent to which workers live in adjacent communities and spend their pay there. If the
firm’s links to the local economy are weak or the workers commute some distance to their new
jobs, these multiplier impacts may be quite weak.
Short-Term Impacts versus Economic Development
Economic impact analysis is built around a relatively mechanical view of the local economy.
The economy is assumed to be largely in equilibrium when a large new business opens up or
an existing large business shuts down, dramatically changing the local demand for workers.
Economic impact analysis then traces out the direct, indirect, and induced impacts of this change
on the assumption that nothing else happens within the local economy to help oﬀset these
impacts. Jobs are created or lost; new residents move in or existing ones move out. The ongoing
dynamism of a real operating economy is largely ignored as employment and payroll are calculated to permanently rise or permanently fall. In the Iron Range, for instance, the past loss of
mining jobs is depicted as creating a permanent hole in the local economy that is never healed.
But, as we have seen, economies evolve and new source of economic activity develop creating
their own jobs and payroll. It is important to keep in mind that economic impact analysis is not a
theory of economic development nor prediction of what will actually happen within the economy.
Rather economic impact analysis answers a counter-factual question: If a shock of a certain
size were to hit the local economy and nothing else were to change, what would be the impact
on jobs and income? One of the attractions of a market economy is that it is neither mechanical nor static. Instead it tends to redeploy all valuable resources in productive ways as it flexibly
adapts to a constantly changing set of economic forces. The decline in unemployment rates in
the decade following the downsizing of the iron industry and the diversification and expansion
of the economy outside of the iron industry are signs of that local economic adaptability. Because
local economic impact analysis ignores that economic dynamism, it tends to exaggerate both the
positive impacts of a new large business and the negative impacts of an existing business closing.

4HE 0OLY-ET -INING #ORPORATIONS .ORTH-ET 0ROJECT
The PolyMet Mining Corporation proposes to develop sulfide copper ore deposits north and east
of Hoyt Lakes and use the previous LTV-Erie taconite mill site to process the copper ore. This
proposed copper development has been labeled the NorthMet Project. The processing facilities
will grind and concentrate the ore and then use electro-chemical processes to extract the copper
metal and produce precipitates of nickel, cobalt, palladium, platinum, and gold to be processed
elsewhere.
The Bureau of Business and Economic Research at the University of Minnesota at Duluth was
commissioned by PolyMet to carry out an economic impact analysis of the NorthMet Project.11
It concluded that after full operation in 2009, this copper mining and processing facility would
employ 472 workers in St. Louis County producing copper and other metal products worth $167
million per year. Another 233 workers would be employed by firms providing supplies to the
copper facility and, when workers spent their paychecks, another 353 jobs would be created. That
would be a total of over a thousand jobs created by NorthMet, direct, indirect, and induced.
The economic impact study does not say what the payroll would be associated with the copper
mining and processing jobs. The value of the metal products produced has to cover more than
 h
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the workforce and the cost of the investment in exploration and development of the mine and
processing facilities, the equipment and fuel used, the royalties or other payments to those who
own the mineral rights, interest on loans, and profit for investors. Therefore, the value of the ore is
not a good measure of local economic impact.
The UMD economic impact study estimated that 45 percent of the value of the output would
go to cover equipment and supplies, leaving $92.5 million in “value added” or value created by
the mining activities themselves to cover the costs associated with the investment in the mine,
mineral rights, corporate overhead, profits, taxes, and payroll. The 2002 Census of Copper and
Nickel Ore Mining indicates only about 25 percent of the value added by copper ore mining and
processing goes to workers as wages. If, for the NorthMet mine 30 percent of value added goes
to wages, that would represent a payroll of about $28 million associated with the copper workers
themselves.12 The indirect and induced jobs would add another $19 million in
payroll for a total of $47 million added to St. Louis County money income.
The 472 direct jobs represent a four-tenths of one percent increase in employment
in St. Louis County. With the indirect and induced jobs included the total job gain
is just over a thousand. That would represent a nine-tenths of one percent increase
in employment. The impacts of the payroll relative to the total money income being
received by St. Louis County residents are of similar small magnitude. The payroll
associated with just the miners would raise total personal income by four-tenths of
one percent and the total increase in county payroll including indirect and induced
eﬀects would be about eight-tenths of one percent. Over the last ten years, total
real personal income has been increasing at about $81 million per year in St. Louis
County. The $47 million boost in payroll as a result of this mine would represent
about seven months of that level of typical past county economic growth.
The opening of the copper mine and the building of the processing mill will also,
of course, require a large number of construction workers for about a year. The
economic impact analysis estimates that 451 temporary construction jobs would be
created. If those construction workers are paid the same wages as existing construction workers in St. Louis County, the payroll would be about $20 million. If the
estimated indirect and induced jobs are add to this, the total jobs associated with the construction phase would be about 750. Because the indirect and induced jobs would be created by a
temporary pulse in construction spending, it is not clear how reliable these job numbers are.
Businesses may have enough slack in their operations and the hours their workers are working to
absorb such temporary pulses in spending without adding permanent new employees. In any case,
such temporary jobs should not be equated with long term permanent jobs.
The UMD economic impact study also looked at the impact of the NorthMet Project on state
and local taxes after it was up and fully running. State and local tax impacts were reported
together, not separately. The estimated combined impact on tax revenues was $14.5 million. Only
the impact on local taxes would be focused on the local communities and St. Louis County where
the NorthMet mine and mill would be located. The ultimate impact of the increased state taxes
on particular local communities would be less certain.



4O MAKE THE 5-$ ECONOMIC IMPACT MODELING RESULTS PLAUSIBLE IN TERMS OF PAY PER MINING JOB A HIGHER PERCENTAGE OF VALUE ADDED HAS TO BE ASSIGNED TO WAGES !N ALTERNATIVE APPROACH TO ESTIMATING THE WAGES AND SALARIES
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THOSE JOBS "OTH APPROACHES WERE USED HERE4HE )-0,!. MODELING THAT 5-$ CARRIED OUT PROVIDES THE WAGES AND
SALARIES DATA )T JUST WAS NOT PROVIDED IN THE REPORTS

THE ECONOMIC ROLE OF METAL MINING IN MINNNESOTA: PAST, PRESENT, AND FUTURE

17

The total budget for St. Louis County in 2006 was $282 million. Only $109 million of this was
funded by taxes. Another $71 million of revenue came from fees and $79 million in revenues
came from the state and federal government. If a quarter of the $14.5 million state and local
government impact of NorthMet were to flow to the St. Louis County government alone, that
would add about one percent to county government revenues. But St. Louis County government is just one unit of local government within the county borders. There are also city and town
governments, school districts, special improvement districts, etc. The 2002 Census of Governments indicates that when all of these units of local government are aggregated, total local
government revenues within St. Louis County totaled $957 million. If half of the state and local
tax revenue impact of NorthMet went to this aggregation of local governments, that would boost
aggregated local government revenues across St. Louis County by eight-tenths of one percent.
In discussing the likely impact of new metal projects on tax revenues, it should be kept in mind
that taxes, in the aggregate, pay for the public services on which residents and businesses rely.
Increased economic activity and population impose additional costs on local and state governments for services such as police protection and schools. Knowing that tax revenues will rise
a certain amount tells us nothing about what happens to the balance between revenues and
the cost of services. The fiscal balance faced by local governments could improve or deteriorate
depending on how the increased costs of serving the new businesses and population compare to
the increased tax revenues.
In the exhaustive, multi-volume, 1979 Minnesota Regional Copper-Nickel Study of the impacts
of developing Minnesota’s copper resources, detailed modeling of the impact of copper development on the fiscal balance of local governments concluded that the new tax revenues would not
come close to covering the costs of providing the additional services to residents and businesses.
As the chapter dealing with “Community Government Service Cost and Revenue Projections”
stated:13
Most important to the eight cities and seven school districts of the [copper development]
Study Area is the indication that local government revenue generated by copper-nickel
development are estimated to be insuﬃcient to match the estimated expenditures which must
be made to meet the demands of development-related population…in only one case among
the 60 analyzed was annual revenue great enough to cover the total estimated annual costs
development.
The demographics of the general population has changed significantly since 1979, the costs
associated with meeting the needs of the new population associated with a contemporary “copper
boom” may have changed, and state tax and revenue sharing laws may also have changed enough
to undermine this earlier conclusion. However, the fiscal imbalance projected for local governments the last time Minnesota considered developing its copper ore deposits serves as a warning
that it is not enough to show that tax revenues will rise. It must also be shown that tax revenues
will rise faster than the demand for and cost of public services.

4HE 5PGRADE OF 4ACONITE -INES AND -ILLS
There have been proposals or actual upgrades at all six of Minnesota’s taconite mining and processing facilities. This includes facilities at Eveleth, Hibbing, Virginia, and Mt. Iron in St. Louis
County. Upgrades at Keewatin in Itasca County and Silver Bay in Lake County were also included
in the modeling carried out by the Bureau of Business and Economic Research of the University
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of Minnesota-Duluth. The expansion of these mining operations was modeled as a single project,
combining the eﬀects of all six expansions within the iron ore mining and processing sector.14
The impact of the expansion on taconite pellet production would be modest, about a four percent
increase relative to 2004 levels. Employment at the taconite mills would rise by about six percent.
When the expansions of the taconite plants are completed in 2008, direct employment is
projected to rise by 183. If these workers are paid the average mining wage in 2004 in St. Louis
County, the payroll would be $11.1 million.15 To these have to be added the indirect and induced
“multiplier” eﬀects that the UMD economic impact modeling estimates to add another 231 jobs
for a total of 414. Another $8 million in wages would be associated with
those jobs for a total payroll increase of about $19 million. This would
represent about a three-tenths of one percent increase in jobs and total
income in St. Louis County. The $19 million increase in income would
represent about three months of the sort of growth St. Louis County has
seen over the last ten years.
If a taconite mill upgrade of this size were located in Lake or Itasca
County, its direct impact would be relatively much more substantial
because of the smaller size of those two economies. But the indirect and
induced impacts would be substantially smaller than those discussed
above since much more of the impact would take place outside of either
Photo by Bob Kelleher, Minnesota Public Radio/news.mpr.org
of those two smaller counties, primarily in St. Louis County. In addition,
it needs to be recalled that these were upgrades at several diﬀerent
taconite mills, not at one mill in one county. If, however, we exaggerate the potential impact and
consider a single taconite mill upgrade in either of these smaller counties, the direct impact would
be about three percent in Lake County and slightly less than one percent in Itasca County in
terms of both employment and income. If, in fact, only a third or less of this impact were likely to
be experienced in Lake or Itasca County, the impact would be less than one percent.
The UMD economic impact study also estimated the impact of these taconite mill upgrades
on state and local government tax revenues. Only the aggregate of these two tax impacts was
reported. It totaled $4.75 million. Only the impact on local taxes would be focused on the
communities and counties in which the developments took place, but for taconite ore mining and
processing, Minnesota tax law assures that most of the tax revenues flow to local governments
and organizations. The 2002 Census of Governments indicates that the total revenue received
by local governments within the three counties, Lake, Itasca, and St. Louis, totaled $1.2 billion.
Clearly the part of the $4.75 million that went to local governments would not have a significant
impact on local government resources, a few tenths of one percent. At the other extreme, if half
of this state and local government aggregate went entirely to Lake County local governments, it
would boost local government revenues four percent.

4HE -INNESOTA 3TEEL 0ROJECT
Minnesota Steel Industries has proposed to reactivate the former Butler taconite mine and mill in
eastern Itasca County and use it to supply an integrated steel mill. The integrated facility would
mine the taconite ore, crush and concentrate it, form it into pellets to feed a direct-reduction iron
plant. The iron produced would then feed electric arc furnaces to produce steel that would then
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move through a hot rolling mill. This will require a $1.6 billion investment over six years. When
the integrated, mine to steel, plant is completed and operating at full capacity it will employ 700
workers. At peak construction 2,000 construction workers will be on the site.
The University of Minnesota-Duluth has carried out an economic impact analysis of the likely
impact of building and operating such an integrated steel plant.16 It has estimated both the
total value of output of the facility and the value added at the facility (value of output less cost
of inputs). As discussed above, neither of those give us a good measure of the impact on local
residents since much of the value of output and value added does not flow to local residents.
Economic census data can be used to determine what part of value added in an iron mine and
mill and steel mill is wages and salaries paid to workers. Alternatively, the pay being received by
current workers in taconite mills and construction in the Iron Range can be used to estimate a
payroll for the new workers. Both approaches suggest a payroll for the integrated steel operation
of $47 million per year. Applying the multipliers estimated by the economic impact analysis to
incorporate the indirect and induced eﬀects increases the 700 direct jobs to 2,010 and increases
the payroll impact to $98 million.
The direct jobs and payroll would add three and four percent, respectively, to jobs and income in
Itasca County. With the multiplier impacts included, jobs and income would increase by about
eight and a half percent.
The construction phase would, of course, also add temporary jobs with about 2,000 construction
workers on site for two years and another 1,200 for three more years. At its peak, the construction jobs would directly add about eight and a half percent to Itasca County employment and
the boost total income by $81 million or seven percent. If the estimated multiplier impacts are
included, 3,200 jobs and $122 million in payroll would be added to the county economy during
the construction phase. That would be a fourteen percent temporary increase in jobs and a ten
percent temporary increase in income in Itasca County.
The economic impact analysis, recognizing that Itasca County might be too small a county
to fully capture all of the impacts associated with the Minnesota Steel project, also estimated
impacts using the combination of Itasca and St. Louis Counties. By including the much larger
adjacent county that also has the largest trade center in the region, more of the impacts of the
project could be captured. At the same time, including St. Louis County would tend to dilute the
measured impact because it would be spread over a much larger metropolitan county. A comparison of the results of the impact analysis using just Itasca and the combination of Itasca and St.
Louis Counties indicates that about 239 additional jobs would be created in St. Louis County
with a payroll of about $16 million. During the construction phase, 451 additional temporary
jobs would be created with a $20 million payroll in St. Louis County. Within that large county
these impacts would be only one- to three-tenths of one percent of total jobs and income.

3UMMARY OF THE ,OCAL %CONOMIC )MPACTS OF AN %XPANDED -ETAL )NDUSTRY
IN .ORTHEAST -INNESOTA
A variety of metal mining and processing projects have been proposed for northeastern
Minnesota. Some modest ones have already been carried out. Others have already been
abandoned. It is diﬃcult to project which ones will actually proceed and, of those that do, which



4HE %CONOMIC )MPACT OF #ONSTRUCTING AND /PERATING -INNESOTA 3TEEL )NDUSTRIES ,,# IN )TASCA #OUNTY -INNESOTA
!PRIL  ,ABOVITZ 3CHOOL OF "USINESS AND %CONOMICS "UREAU OF "USINESS AND %CONOMIC 2ESEARCH PREPARED FOR THE
)TASCA $EVELOPMENT #ORPORATION

THE ECONOMIC ROLE OF METAL MINING IN MINNNESOTA: PAST, PRESENT, AND FUTURE

20

will succeed in the long term. Each of the larger projects (new copper mines, new iron or steel
mills) would directly add 500 to 800 jobs and a payroll of $30 to $50 million per year. If the
projected multiplier impacts are reliable, the total impact could be 1,000 to 2,400 additional jobs
and $50 to $115 million in additional wages.
These are large impacts but the three-county regional economy is also large. St. Louis, Itasca, and
Lake Counties have a combined employment of 152,000 and a combined total personal income
of $6.2 billion. The direct impacts of one of these larger facilities would add only a fraction of one
percent (one half to seven-tenths percent) to current jobs and income. Even including the multiplier impacts, the additional jobs and income would represent an addition of between one and
one half and two percent to the existing economy. Of course, in the smaller counties the impacts
would be much larger but could be realized only by the in-migration or commuting of workers
from outside those counties given the current low unemployment rates and relative lack of skilled
workers. In that setting it is less clear how the current residents would gain from that job creation
since most of the benefits would go to those currently living outside the region.

The Economic Future of Northeast Minnesota
-ETAL -INING AS A h"ASIC )NDUSTRYv4HAT %NERGIZES THE .ORTHEASTERN
-INNESOTA %CONOMY
As discussed earlier, iron ore mining and processing directly provides only about two-tenths
of one percent of Minnesota income and one-tenth of one percent of total state jobs. In Itasca
and St. Louis Counties mining is directly the source of four to five percent of jobs and income.
Despite this relatively tiny statewide contribution and modest local contribution of metal mining
to the prosperity of communities, some state citizens and leaders believe that metal mining
holds a special place within the Minnesota and Iron Range economies that makes it much more
important than these numbers suggest. This belief in the importance of metal mining is partially
tied to the historical role that industry played in the European settlement of northeastern
Minnesota. But economic history is not usually a good guide to the economic present or future.
Trying to explain current day Pittsburgh, Chicago, Denver, or Portland, for instance, in terms of
steel, meat packing, ranching, or timber, respectively, would not be very useful.
Another reason that metal mining is assumed to play a special role in the economy, far in excess
of its quantitative size, is the prevalence of metals in almost all of the goods we use, especially in
the manufacturing sectors of the economy. Without metals, it is hard to imagine an industrial
or, even, a high-tech society. But that is also true of food, air, water, energy sources, education,
science, technology, vitamins, antibiotics, and innumerable other things. Knowing that something
is necessary for economic activity tells us nothing about how important it is to produce more of
it. Food and metals may be necessary, but it is quite possible to over-produce them, driving the
value of additional production so low that it is not economically rational to increase production.
Still another reason that some believe that metal mining is special and more important than the
direct employment and income numbers suggest is that metal mining, like timber, agricultural,
and manufacturing activities, brings income into the Minnesota economy from the outside
through its export of products to the rest of the world. Industries that “inject” income into the
local economy are often depicted as the engines that drive the rest of the economy. They are
special because, it is believed, without them, only primitive subsistence economic activity could
take place locally. Industries like metal mining are said to provide the money that circulates in
the local economy, allowing people to make purchases at local businesses and pay taxes to support
local public services. Without that money, it is believed, there would be no local businesses or
local public services, only a dispersed population living oﬀ the land, largely in poverty.
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into the local economy from sources other than employment.
Part of the reason that this popular view of the economic base is not very good at predicting changes in the local economy is that the economic base is often not accurately defined.
For instance, federal Social Security and Medicare reimbursement payments and other retirement income are usually ignored. Investment income (rent, interest, dividends, etc.) received by
individuals and spent in the Iron Range should also be accounted for. However, even when the
economic base is carefully specified and includes all of these, it is often the case that the rest of
the economy moves independently of the economic base for reasons that will be discussed below.
The “economic base,” including metal mining, does not have the predictable and reliable impact
advocates of this particular theoretical view of the local economy suggest.

-OVING "EYOND THE %CONOMIC "ASE 6IEW OF THE ,OCAL %CONOMY
!MENITY 3UPPORTED ,OCAL %CONOMIC 6ITALITY
Within the context of the economic base view of the local economy, local economic health is
determined by the health and profitability of those export-oriented businesses with which the
local community is blessed. In that context, any government regulations that might reduce that
profitability can be depicted as threatening local economic health. That way of looking at the
economy is the source of the assertion that environmental regulation damages the economy.
From this perspective, enforcing water quality standards or imposing reclamation requirements
on metal mines can be depicted as threatening local jobs and income. This dichotomy between
environmental protection and economic well-being, however, is a false one, largely created by the
incomplete nature of the way the economic base approach encourages us to think about the local
economy.
Discussions of the Iron Range economies are almost exclusively carried out in the context of that
economic base view of the state and local economies. In that view business firms are assumed
to locate in a particular area because of certain site-specific resources such as iron or copper ore,
timber, farm products, etc. These business firms create jobs to which the workforce responds.
Workers and their families move to where the jobs happen to be located. The distribution of these
export oriented natural resource firms explains why people live where they do. Or so this incomplete view of the local economy assumes.
To many this is just hard-nosed economic realism: “That’s the way the economy is.”
But this approach implicitly makes two assumptions that, when stated, appear very questionable. The first is that people do not care where they live. They simply move to where the economy
demands. The second is that business firms do not care either about where workers live or would
like to live or where the markets for those business firms’ products are located. The location of
the population determines both of these, but firms are assumed to ignore both and choose their
location on some other basis. Neither of these assumptions can be defended on either theoretical or factual grounds. Abandoning them introduces residential location choice as an important
economic force in determining the location of economic activity and seriously undermines the
economic base approach.
During the second half of the twentieth century, changes in the economy have made residential
location choices increasingly important in the determination of the location of economic activity.
These changes have made both people and businesses more “footloose.” Those changes include
the following:
t*NQSPWFNFOUTJOUSBOTQPSUBUJPOBOEDPNNVOJDBUJPOTUIBUIBWFESBTUJDBMMZSFEVDFEUIFDPTUT
associated with geographic distance from economic centers. These changes include improved
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Since the mid-1950s economists have emphasized the importance of residential location
decisions as a powerful economic force. They focused on the role of local environmental
“amenities” such as climate and natural landscapes in the settlement of the desert southwest
(including Southern California and Arizona), Florida, and the Pacific Northwest.19 Tiebout
(1955) underlined the fact that people “shop around” for the social amenities produced by
diﬀerent levels of local government taxation and diﬀerent public spending patterns.20 Borts and
Stein (1964) argued that in a mobile, open economy, it would be an area’s ability to attract and
hold a labor force without bidding labor costs up that would determine the geographic distribution of economic activity.21 These economic forces tied to local amenities continue to operate
in important ways today, helping to explain the above average economic performances of the
Southeast, the Pacific Northwest, and the Mountain West states over the last decade.22
Conventional regional economic analysis now regularly takes into account the role of social and
natural amenities in explaining migration patterns and regional development patterns. The US
Department of Agriculture, for instance, which long has used farm, manufacturing, and mining
to classify the major economic characteristic of non-metropolitan counties in harmony with the
simple economic-base approach, has expanded its economic classification to include “amenity”
counties. This became necessary in the 1980s when a group of non-metropolitan counties showed
ongoing growth despite the economic diﬃculties most non-metropolitan counties were having.
The common denominator in these counties was their attractive landscape and climatic features
that attracted recreationists, retirees, and other new residents. This impact of amenities has accelerated in the 1990s.23 Similarly, most migration modeling now takes into account the role of local
amenities along with employment and income opportunities and cost of living.24
Of course, most areas are not “amenity” magnets that draw national attention. That, however,
does not mean that the attractiveness of a particular area to current and potential residents is
unimportant. Most small towns and rural areas in the West, for instance, have gained population
and the new economic activity that supports it during the 1990s, not just those with destination
resorts or those that have attracted high tech firms.25 The characteristics of a local area that allow
it to attract and hold people are an important part of the area’s economic base. If this is not recognized, that part of the economic base may be irreversibly damaged.
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When we recognize the importance of social and natural amenities to local economic vitality, a
quite diﬀerent picture of the forces driving the local economy emerge. The ability of an area to
attract and hold residents is central to its economic vitality. In that context, those locally specific
qualities that make a particular area an attractive place to live, work, and do business are not just
of aesthetic interest, they are part of the local area’s economic base. High quality living environments attract and hold people and businesses. That in turn triggers a series of dynamic changes
that support ongoing local economic vitality. The quality of the social and natural environments
have profound economic implications.
The local economic development case for protecting natural landscapes can be summarized
very directly: people care where they live. They care about the qualities of the natural and
social environments that make up their living environment, and they act on those preferences.
They are willing to make sacrifices to obtain access to these natural amenities. High quality
natural environments draw people and businesses to areas even when economic opportunities
are otherwise quite limited. As a result, economic activity shifts towards those preferred living
environments.
Because this aspect of community economic development shifts the emphasis away from
exclusive focus upon natural resource industries, it might be interpreted as suggesting that natural
resources do not matter as much to these communities any longer. But the primary message is
quite diﬀerent. It is that the role of natural resources in the local economy is not diminishing
but changing from extraction and export to non-consumptive and environmental. Communities’
economic health continues to depend on the surrounding natural landscapes, but in a fundamentally diﬀerent way. Our natural landscapes are no longer primarily warehouses from which
to extract commercially valuable resources nor a playground where commercial companies can
entertain temporary visitors. They are now the source of flows of increasingly valuable environmental services: clear water and air, cultural and historical preservation, recreational opportunities, wildlife, scenic beauty, biodiversity, environmental stabilization, etc. Those environmental
services provided by protected landscapes make the communities embedded in them attractive
places to live, work, and do business. This supports and enhances local economic vitality and
well-being.
Extractive industry, including metal mining, by itself has generated ghost towns in the past.
When it was only the employment opportunities in mining or logging or agriculture that drew
people to an area, the ultimate decline in employment opportunities in those sectors meant
there was nothing else to hold people in the area. As a result, those
communities lost population or were abandoned. Minnesota’s Iron
Range, like the Upper Peninsula and a good deal of the Mountain
West, have their mining ghost towns. The northern tier of the nation
also has many examples of logging ghost towns. The Great Plains has
hundreds of agricultural ghost towns. High quality living environments, on the other hand, prevent ghost towns by holding and attracting economic activity. Because of this, it is vitally important from
an economic point of view to treat environmental regulation as part
of a region’s or state’s economic development strategy rather than
allowing economic development strategy to constantly undermine
eﬀorts to protect the social and natural environments. An economic
development policy focused on the rear-view mirror, seeking to revive
the industries that were important sources of jobs and income in the
past by sacrificing additional elements of the natural environment in the present and future, may
actually be undermining the economic future of a region.
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!MENITY 3UPPORTED %CONOMIC $EVELOPMENT IN THE 2EGION 3URROUNDING
THE )RON 2ANGE
Minnesota and northern Wisconsin provide many examples of amenity-supported economic
development. What some have labeled suburban or exurban “sprawl” is actually a type of
“counter-urbanization” in which urban residents choose to shift their residence to rural areas. The
2000 Census provides data on people who had moved in the previous five years and from where
they moved. That allows the identification of people who had lived in large urban (metropolitan)
areas but then moved to rural areas. A map of rural areas that have gained significant numbers
of such previous urban residents shows that the upper midwestern north woods have seen lots
of this type of in-migration. Northern Minnesota, from the greater Minneapolis region north,
and northern Wisconsin have concentrations of such areas. Itasca, Lake, and northern St. Louis
Counties do, too. Many of these same rural areas also have increased new home construction.26
The Pine Barrens of northwestern Wisconsin has seen ongoing residential development. With
1,400 lakes and thousands of acres of forests and public lands it has drawn seasonal visitors for
most of the twentieth century. Now, however, in addition to the seasonal use, there is a growing
permanent population, growing at a rate twice the Wisconsin state average. Located within a
two-hour drive of the greater Minneapolis metropolitan region, the Pine Barrens have become
a highly desirable setting for retirement and ex-urban residences. But the same sort of exurban
development is taking place along a broad front within Minnesota to the north of Minneapolis
and to the north of Duluth.
St. Louis County’s planners have noted the increase in population, new housing, and property
values around its own large lakes.27 It is not just areas like the Island-Boulder-Fish Lake area
within commuting distance of Duluth that have seen this growth. Far to the north the same
type of lake-based development is taking place around Vermillion and Trout Lakes (Tower area),
Burntside-Shagaw Lake (Ely area), Birch and Bear Island Lakes (Babbit area), Hoyt Lakes, and
Pelican Lake (Orr area). Not only are new building permits concentrated in these lake areas but
what had been seasonal housing has been systematically converted into year-around residents,
significantly reducing the stock of seasonal homes.
This type of rural residential development is not without its own problems. Almost all types of
economic development, because they bring change, have social, economic, and environmental
impacts. The point is not to uncritically praise the wave of rural residential development that
is sweeping across a good part of the Northwoods from the Lower Peninsula of Michigan to
Northern Minnesota. The point is simply to emphasize the fact that there is an alternative set
of economic forces operating in the region that involves people pursuing what they perceive to
be higher quality living situations, rural and small urban residential growth, and the shifting
of economic activity to support that new residential settlement. Jobs are following people. The
attractiveness of an area is an important economic characteristic that will determine what areas
gain and what areas lose population. The rural Great Plains represents a large area that thus far
has lost population as a result of this set of economic forces. Damage to the landscape and waters
of northeastern Minnesota could close oﬀ this source of economic vitality and leave the region
entirely dependent on volatile international metal markets.
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,OOKING TOWARDS -INNESOTAS %CONOMIC &UTURE
Over the last century, the Iron Range has focused on extracting one part of nature’s bounty, the
extensive iron ore deposits. In the process it has turned a significant part of the Iron Range into
an industrial landscape of open pits, sprawling tailings piles, settling ponds, and aging industrial
facilities. This is not a new situation. The leading historian of the Iron Range describes the early
twentieth century Mesabi country in the following way:
Within a decade [of 1892] more than 30 million tons of ore had been removed and the
Mesabi was a 60 mile expanse of stumps, rubble, gaping open pits and rude mining camps
and towns. By the end of the second decade, camps had been turned into towns, towns into
cities and the giant mining frontier appeared all but closed. The era of explorers, prospectors
and entrepreneurs seemed to be waning.28
Thirty years later, things were no better. As historian Dana Miller describes it: “This area was
know as the cut over area in the ’30s, because the logging was pretty much done, and everything
had been cut; clear-cut pretty much to the Canadian border… In the ’30s, it was a real desolate
looking place. There are very few places on earth that have been pitted and scarred like the Iron
Range.”29
The residents of the Iron Range have experienced firsthand the instability of an economy built
around metal mining. While the hard and dangerous work of Minnesota’s iron ore miners
produced incredible wealth for this nation, providing most of the iron ore around which the
industrialization of America was based, those miners, their families and communities also experienced something else. As Iron Range historian Marvin Lamppa said in closing his history text:
…However, in the midst of all this turmoil, a growing global steel market sharply diminished
the demand for the region’s iron, raising new issues over…the future of northeast Minnesota’s
communities. Coping with the unpredictable fluctuation of mining economy and forces of
change, over which there seemed to be no control, became an accepted part of life for the
generations who made Iron Country their home. They, like people in other single industry
regions – Massachusetts’ textile towns, the coal belt towns of West Virginia and Pennsylvania, Michigan iron mining districts – came to know the hurt and anguish of mine and
plant closing, loss of jobs, loss of pensions and insurance, strikes, accidents and death. They
confronted turmoil and intimidation, experienced poverty and prosperity, and through it all
they endured.30
Northeastern Minnesota will have to decide if it wants to ride the metal mining roller coaster
again and then wrestle with an even greater level of environmental damage that may foreclose
more sustainable economic development options. The reality of the type of economy metal
mining actually supports and the long-term environmental damage always associated with metal
mining have to be weighed against the high wage jobs at least temporarily created largely for
in-migrating or commuting skilled workers.
In general, sustainable communities do not rely on the export of just one or a few products. Nor
is economic development built around “more of the same.” Over-specialization on the export
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of unprocessed natural resources is largely the characteristic of an under-developed “colonial”
economy. As discussed above, it exposes the economy to several serious problems that discourage sustained development: fluctuations in international commodity prices cause fluctuations
in export earnings; international competition leads to over-productions and downward pressure
on prices and export earnings; ongoing technological change steadily reduces the employment
opportunities associated with the mineral extraction.
To moderate or buﬀer these problems, natural resource economies have to supplement their
economies with other types of economic activities. This calls for diversification of the economy
both by developing new value-added exports and through import substitution. A new economy
has to develop along side the old.
Those who have grown up with metal mining in the Iron Range and are steeped in its long
history will doubt whether northeastern Minnesota communities can successfully compete for
economic activity that is not tied to extracting its natural resources. Some of those who insist that
the Iron Range has to continue to focus primarily on its traditional natural resource industries do
so because they see natural resources as a “sure thing” and any “new” economy as speculative and
unlikely given northeastern Minnesota’s remoteness and harsh climate.
However, as discussed above, advances in transportation and communications and changes
in what it is that the economy produces have dramatically reduced the costs associated with
geographic isolation. As more economic activity has become relatively “footloose,” a diﬀerent
set of local characteristics, other than the presence of extractable natural resources, becomes
important in determining the location of economic activity: the quality of the local labor force,
the quality of the public infrastructure, including schools, parks, and libraries, and
the quality of the social and natural environments. In the jargon of economics
these factors can be labeled human, social, and natural capital. Those areas across
the nation that have been successful at attracting significant amounts of new
economic activity over the last decade were not those that continued to specialize in natural resource extraction. In fact such areas lagged all other community
economic categories. It was areas that were perceived to have the human, public,
and environmental resources that made them attractive locations for new or
expanding businesses that prospered.31
High quality natural amenities contribute in a dynamic way to the location of
economic activity. Areas that have been able to retain and attract a high quality
labor force are attractive because of those human resources. Areas that do not have that labor
force but have attractive characteristics that allow the recruitment of the necessary skilled
workforce without paying inflated wages also have an advantage.
The ongoing growth in employment and real income despite the shrinkage in the iron industry
makes clear that northeastern Minnesota can compete for the location of new economic activity.
The Lake Country of northeastern Minnesota, including the areas adjacent to the Boundary
Waters Canoe Area, is already serving as a magnet for new residents and the economic activities
that support them.
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The challenge represented by metal mining is that it is a landscape-intensive activity that almost
always has had significant negative impacts on the natural environment. That means that it has
the potential to damage one part of the local economic base, environmental quality, while developing another, the mineral deposit. To the extent that the environmental damage could be significant
and permanent while the mineral development, in contrast, is relatively temporary, significant
public economic policy issues are raised: Is there a net gain or loss to the local economic base as a
result of developing the mineral deposit? Can the development of the mineral deposit be modified
in such a way as to reduce the threat to other current and future economic values and activities? The environmental record of metal mining, including that of many relatively recently closed
mines, clearly indicates that these questions have to be explored carefully and critically. This is not
“merely” a matter of aesthetics or the impractical preservation of “prettiness.” It goes to the heart
of the future economic vitality and sustainability of the northeastern Minnesota economy. That is
the reason that rational public regulation of metal mining should be an important part of Minnesota’s economic development policy.
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