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The Economic Impact of Constructing and Operating an Integrated 
Gasification Combined-Cycle Power-Generation Facility on Itasca County 

 
 

Executive Summary 
 
 
About the Project:  Excelsior Energy Inc. is an independent energy development company based in 
Minnetonka, Minnesota, that proposes to build, own, and operate the first unit of the Mesaba Energy 
Project.  Mesaba One will be a privately funded power-generation facility, and it will be a large-scale 
commercial application of Integrated Gasification Combined Cycle (IGCC) technology. Excelsior asserts 
that Mesaba’s use of IGCC promises to put Minnesota at the vanguard of far-sighted states utilizing next-
generation technology, and the U.S. Department of Energy agrees that the Mesaba One development will 
be “one of the cleanest coal-fired power plants in the world.”1 
 
This report focuses on the economic impact of the Mesaba One plant on Itasca County, Minnesota.  This 
report follows a larger and region-wide impact study done for Excelsior Energy earlier in 2005 and 2006.  
As comparisons will inevitably be tempting to draw between the two studies, several cautions need to be 
enumerated and considered. Note: For this county-level model, Excelsior was not able to quantify what 
will actually be exclusively spent in Itasca County. Rather than provide arbitrary values for expenditures, 
BBER used values from the previous modeling.  
 
IMPLAN modeling issues associated with small study areas like county-level impacts, as noted in the 
IMPLAN User’s Guide,2 include the following: A small area will have a high level of leakage. Leakages 
are any payments made to imports or value added sectors which do not in turn re-spend the dollars within 
the region. Also important to consider: A study area that is actually part of a larger functional economic 
region will likely miss important backward linkages. For example, linkages with the labor force may be 
missing. Workers who live and spend outside the study area may actually hold local jobs. 
 
Impacts from Construction: As communicated from Excelsior for the previous study, construction is 
predicted to span 42 months: Excelsior is slated to begin construction of Mesaba One in mid-2007, and is 
expected to finish in early 2011. Over the 42 months, Excelsior is predicted to generate $1.42 billion in 
spending across the County by directly expending approximately $1.04 billion on construction.  During 
the peak year of construction, Mesaba One will also have created over 4 thousand full-time, part-time, 
and temporary jobs in Itasca County by directly employing nearly 3 thousand people in construction 
activities. After construction is complete, construction impacts will end; operations impacts will continue 
for the life of the plant.  
 

                                                 
1 “Minnesota Company to Receive $36 Million to Construct Clean Coal Plant,” at http://www.fossil. 
energy.gov/news/techlines/2004/tl_ccpi2_excelsior.html 
2 Olson, Doug and Scott Lindall, "IMPLAN Professional Software, Analysis, and Data Guide"; Minnesota IMPLAN 
Group, Inc., 1725 Tower Drive West, Suite 140, Stillwater, MN 55082, www.implan.com 
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Construction of the plant is expected to have immediate and beneficial impacts beyond simply creating 
jobs in the construction sector.  Just as the expenditure of Mesaba One’s capital for construction costs will 
result in increased consumer spending across the County, Mesaba One’s creation of construction jobs is 
calculated to cause, in the peak year of construction activity, the creation of 4,440 total full-time, part-
time, and temporary jobs. See section IV below for more detail.  
 
Impacts from Operations: Operations should begin in 2010 when the plant will start functioning at 
approximately 10% capacity; the sharp increase in the amount of value-added in 2011 indicates the 
commencement of operation at full capacity; “Typical Year” values show value added, employment, and 
output from on-going full capacity operations.  Mesaba One is projected to generate almost $354 million 
in economic output activity in the County, and more than $242 million in value added activity for the 
typical year of operations. 
  
 

 
Mesaba One’s capital expenditures for operations should also result in the creation of jobs in industries 
outside the utility industry.  The IMPLAN model estimates that in a Typical Year, Mesaba One’s capital 
expenditures will create more 244 jobs including operations jobs at the plant and in other industries across 
the County. See section IV below for more detail. 

 
This economic analysis from the UMD Labovitz School’s research bureau quantifies both the Mesaba 
Energy project’s direct effects, and its secondary effects on increased spending in the economy of Itasca 
County, Minnesota. The study applies an economic multiplier analysis and input/output modeling that 
was created in Minnesota by the Minnesota IMPLAN Group, Inc., and is used by other state governments 
and the USDA Forest Service, among others.  

 

Summary:  Economic Impacts of Mesaba One’s Construction Expenditures, 2007-2011 (2004 Dollars)   
Source:  IMPLAN Itasca County 
Years  Value Added Totals $ Employment Totals Output Totals $ 

2007 98,708,572 1,912 177,131,576 
2008 207,937,399  4,028 373,141,678 
2009 209,481,861 4,058 375,913,167 

2010 (peak year) 229,185,717 4,440 411,271,532 
2011 44,037,096 853    79,024,144 
Total 789,350,645 N/A 1,416,482,097 

Summary:  Economic Impact of Mesaba One’s Operations Expenditures, 2010, 2011, and Typical Year 
(2004 Dollars) 

Source:  IMPLAN Itasca County 

Years  Value Added Totals $ Employment Totals Output Totals $ 
2010 24,214,271 25 35,370,124 
2011 218,016,449 219 218,459,654 

Typical 242,240,452 244 353,843,993 
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The Economic Impact of Constructing and Operating  
An Integrated Gasification Combined-Cycle  

Power-Generation Facility  
on Itasca County 

 
Mesaba Energy Impact 
 
I.  Project Description 
 
Excelsior Energy Inc. is an independent energy development company based in Minnetonka, 
Minnesota, that proposes to build, own and operate the first unit of the Mesaba Energy Project 
(“Mesaba One”).  Mesaba One will be a privately-funded power-generation facility, and it will 
be a, large-scale commercial application of Integrated Gasification Combined Cycle (IGCC) 
technology.  Excelsior asserts that Mesaba’s use of IGCC promises to put Minnesota at the 
vanguard of far-sighted states utilizing next-generation technology, and the U.S. Department of 
Energy agrees that the Mesaba One development will be “one of the cleanest coal-fired power 
plants in the world.”3 
 
The UMD Labovitz School research bureau (Bureau of Business and Economic Research) 
worked closely with Excelsior in determining key assumptions in the development of the 
economic impact model.  Regional and State data for the impact model for Value Added, 
Employment, and Output is supplied by IMPLAN.  From these data, Social Accounts, 
Production, Absorption, and Byproducts information are generated from the national level data 
and incorporated into the model.   
 
Significantly, this report assesses the economic benefits received by Itasca County from Mesaba 
One only.  However, it is important to note that Excelsior currently has plans to develop and 
construct similar full-scale power generation facilities on two additional sites.  Thus, if Excelsior 
is ultimately successful in developing Mesaba Two and Mesaba Three, Minnesota’s Iron Range 
could receive potential impacts in addition to those shown here. 
 
II. Itasca County Study Area 
 
This report focuses on the economic impact of the Mesaba One plant on Itasca County, 
Minnesota.  This report follows a larger and region-wide impact study done for Excelsior Energy 
earlier in 2005 and 2006.  As comparisons will inevitably be tempting to draw between the two 
studies, several cautions need to be enumerated and considered.  
 
Modeling Issues: IMPLAN modeling issues associated with small study areas like county-level 
impacts, as noted in the IMPLAN User’s Guide,4 include the following: 
                                                 
3 “Minnesota Company to Receive $36 Million to Construct Clean Coal Plant,” at 
http://www.fossil.energy.gov/news/techlines/2004/tl_ccpi2_excelsior.html 
4 Olson, Doug and Scott Lindall, "IMPLAN Professional Software, Analysis, and Data Guide"; Minnesota 
IMPLAN Group, Inc., 1725 Tower Drive West, Suite 140, Stillwater, MN 55082, www.implan.com 
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A small area will have a high level of leakage. Leakages are any payments made to 
imports or value added sectors which do not in turn re-spend the dollars within the 
region. 
 
A study area that is actually part of a larger functional economic region will likely miss 
important backward linkages. For example, linkages with the labor force may be missing. 
Workers who live and spend outside the study area may actually hold local jobs. 

 
Study areas are typically a collection of counties. A county is the smallest standard area 
for IMPLAN data sets. A ZIP code based study area is possible to build but requires the 
creation of a custom data file. ZIP code-based databases are available from MIG. 
 
A zip code file is a proportional reduction of a larger county database. This assumes that 
employees live within the ZIP code area in the same proportions as in the larger database. 
The smaller the area, the less likely this is to be true. This can cause the induced effects to 
be overstated. 

 
If the major retail is located within the region then the induced effects may be okay 
because workers will come back in to spend money. If you know something about the 
area and the proportions of workers living outside the study area, you can adjust the 
induced effects to reflect your knowledge. 
 
Also, it can be expected that input-output multipliers are larger when more economic 
activity is incorporated into the local transactions matrix. The more imports are 
internalized, the larger the calculated multipliers become. At the state level all counties 
are incorporated, and for the state, the greatest level of internalized economic activity is 
attained. Theoretically, therefore, the state IMPLAN multipliers will always be greater 
than multipliers for any individual or subset of counties. But, as with most theories, this 
one has exceptions.  It is possible, for example, for the same impact run on both a state 
and county models to yield lower impact results in the state model compared to the 
county model. It does not happen that frequently, but it is possible. 

 
This report measured the economic impact of Mesaba One on one level:  the county surrounding 
the proposed plant, which is Itasca County. 
 
For more on the larger region-wide impact study, please see the report at 
http://www.d.umn.edu/sbe/ departments/bber/ and comments at 
http://ironrangeresources.org/agency/. 
 
Site selection process:  For more on the site selection process, please see record of the public 
scoping meeting from the U.S. Department of Energy at U.S. Department of Energy 
Mesaba Energy Project Public Scoping Meeting on 7 October 25, 2005 at 
5 Taconite Community Center, 26 Haynes Street, 6 Taconite, MN. See  http://energyfacilities. 
puc.state.mn.us/documents/16573/10-25-2005-Public-Mtg-Transcrip.pdf; 
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and also see the Minnesota Environmental Quality Board postings, including the following press 
release at http://www.eqb.state.mn.us/pdf/FileRegister/05-94-PPS-
Excelsior%20Energy/Mesaba%20Site%20Announcement%20050601.pdf: 
 

EXCELSIOR ENERGY ANNOUNCES CANDIDATE SITE 
FOR MESABA ENERGY PROJECT 
June 1, 2005 
FOR IMMEDIATE RELEASE 
Excelsior Energy Inc., a Minnesota company developing the Mesaba Energy 
Project, an Integrated Gasification Combined Cycle (“IGCC”) baseload electric power 
facility to be located on Minnesota’s Iron Range, today announced it has secured rights to 
a candidate site in Itasca County. The Project will entail one or more 500 to 600 
Megawatt (MW) units located on up to three sites. When placed in-service, the initial unit 
of the Project will be the cleanest coal-fueled power plant in the world. 
Excelsior has secured a site option from RGGS, a land and mineral management 
company, for the site located north of the cities of Taconite and Bovey, and east of 
County Highway 7. The site, which can accommodate multiple generating units, 
encompasses more than 1,000 acres to provide buffer zone between the plant facilities 
and nearby communities. Water supply would potentially come from abandoned mining 
pits in the area, and the plant development has the potential to assist local communities to 
better manage rising water levels in area pits. 

 
 

 
                    Figure 1. Area north of the city of Taconite in Itasca County has been 
                    suggested as the prime location.   Source:  mapquest.com 
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III. Impact Procedures and Input Assumptions 
 
IMPLAN Models 
 
There are two components to the IMPLAN system, the software and databases.  The databases 
provide all information to create regional IMPLAN models.  The software performs the 
calculations and provides an interface for the user to make final demand changes. 
 
Comprehensive and detailed data coverage of the IMPLAN study areas by county, and the ability 
to incorporate user-supplied data at each stage of the model building process, provides a high 
degree of flexibility both in terms of geographic coverage and model formulation, in this case 
definition of the Itasca County study area, and the definition of specific models for construction 
and operations, with adjusted production functions to reflect the proposed IGCC plant.  Using the 
IMPLAN software and data, BBER identified Mesaba One’s expenditures in terms of the 
sectoring scheme for the model, in producer prices, in historical dollars based on the year of the 
model, and applied those dollars spent within the two study area definitions given for the impact 
analysis. 
 
Data 
 

IMPLAN data files use federal government data sources including: 
• US Bureau of Economic Analysis Benchmark I/O Accounts of the US  
• US Bureau of Economic Analysis Output Estimates  
• US Bureau of Economic Analysis REIS Program  
• US Bureau of Labor Statistics County Employment and Wages (CEW) Program  
• US Bureau of Labor Statistics Consumer Expenditure Survey  
• US Census Bureau County Business Patterns  
• US Census Bureau Decennial Census and Population Surveys  
• US Census Bureau Economic Censuses and Surveys  
• US Department of Agriculture Crop and Livestock Statistics  

 
IMPLAN data files consist of the following components: employment, industry output, value 
added, institutional demands, national structural matrices and inter-institutional transfers. 
 
Impacts for this model use the most recent IMPLAN data available which is for the year 
2002.  The impact is reported in 2004 dollars (given the data year of inputs supplied to 
BBER) and calculated with the built-in deflators of the modeling software. 
 
Economic impacts are made up of direct, indirect, and induced impacts.  The following 
cautions are suggested assumptions for accepting the impact model: 

 IMPLAN input-output is a production based model 
 Local or export based purchases that represent transfers from other potential local 

purchases are not counted. 
 The numbers (from U.S. Department of Commerce secondary data) treat both full and 

part time individuals as being employed. 
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 Assumptions need to be made concerning the nature of the local economy before 
impacts can be interpreted.  

 The IMPLAN model was constructed for the year 2002 (most recent data available). 
2004 dollars are estimated by the model.  

 
Definitions used in this report: 
 

Measures   
 Gross Output represents the value of local production required to sustain activities.  
 Value Added is a measure of the impacting industry’s contribution to the local 

community; it includes wages, rents, interest and profits. 
 Employment estimates are in terms of jobs, not in terms of full-time equivalent 

employees.  Hence, these may be temporary, part time or short term jobs. 

Effects 
 Direct – Initial new spending in the study area resulting from the project 
 Indirect – The additional inter-industry spending from the direct impact  
 Induced – The impact of additional household expenditure resulting from the direct 

and indirect impact.  
 

 
Inputs provided for modeling the impact of Mesaba One 
 
Excelsior provided the BBER model estimated expenditures concerning specific processes for 
the proposed plant, including feed handling, slurry preparation, air separation, cooling water 
process, gasification, slag handling, wastewater collection and treatment, common mechanical, 
as well as other miscellaneous inputs. 
 
Construction   

Materials:  For the previous report’s construction impact, Excelsior provided estimates 
for dollars, percent of the total cost for materials, and the percent Minnesota could 
supply of products and services for the project. For the county-level impact, 
although asked, these numbers were not available.  

 
Labor:  Costs for two quarters in 2007, four quarters in 2008, four quarter in 2008, 2009, 

2010, and one quarter in 2011, including direct cost and percent of total for 1) labor 
cost of construction, 2) total working hours, and 3) loaded labor rate/hr and 
definition of specialized intermittent field labor costs including all typical overheads, 
insurance, etc. were estimated. 

      
Operations     

For the operations impact, Excelsior provided estimates for such components as staffing 
and labor cost per year, including annual direct labor, overheads, employee expense, and 
contracted labor/equipment maintenance (estimated annual contract labor to support plant 
overhauls and routine equipment maintenance). 
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Industry sector adjustments 

NAICS coded industry sectors supplying the proposed Mesaba One plant were adjusted 
to the requirements of the sector modeling in the IMPLAN model including such industry 
specific sectors as Power Boiler and Heat Exchanger Manufacturing; Turbine and 
Turbine Generator Set Units Manufacturing; Electric Power and Specialty Transformer 
manufacturing; Electric Power Generation; and Power and Communication Line and 
Related Structures Construction, among others. 

 
Production functions addressed in the gross absorption tables for the industrial sectors of 
the input-output modeling were adjusted to reflect estimates for the Mesaba One plant 
construction and operations demand changes. 
 
Benchmark (economic base) and impact (additional plant) models were constructed for 
the Itasca County, MN study area. 

 
Employment 

Estimates for labor costs (escalated, with contractor profit and contingency) were 
provided by Excelsior.  A cost estimate summary was reported to BBER, from 
comparable plant construction and operation ratios, including labor cost for requirements 
such as feed handling, slurry preparation, air separation, cooling water, gasification, slag 
handling, sulfur recovery, power block, balance of plant, common E & I, water treatment, 
wastewater collection, common mechanic, and others. 
 
IMPLAN measures of direct, indirect, and induced employment follow from assumptions 
in the model concerning the estimation of megawatts of energy produced, and the number 
of jobs created to deliver the production of energy to the economy.  Individual plant’s 
efficiencies and individual plant’s allocation of permanent, temporary, and part-time 
employment can alter the model’s job estimation. 

 
Inflation 

The most recent IMPLAN data available for modeling these impacts are for industry 
sectors in the year 2002.  To more accurately represent costs and impacts, input data was 
deflated from year 2004 to year 2002 dollars; these values were used to estimate impacts.  
These 2002 impacts were then re-inflated to show 2004 dollars in the tables of this report, 
using the industry specific deflators from the IMPLAN model.  

 
 
IV. Findings: Construction Impacts and Operations Impacts 
 
All of the following tables (Tables 1 through 3) use the estimated values of Mesaba One’s direct 
expenditures on Itasca County as the original input for the model.  Direct expenditures are listed 
in the column labeled, “Direct Effect.”  “Indirect Effect” measures the amount of increased 
spending between commercial, government and service industries, and “Induced Effect” 
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Table 1 Summary:  
 Mesaba One Construction Impacts on Itasca County, MN 

2007-2011  (2004 Dollars) 

Years  
Value Added 

Totals $ 
Employment 

Totals Output Totals $ 
2007 98,708,572 1,912 177,131,576 
2008 207,937,399   4,028 373,141,678 
2009 209,481,861 4,058 375,913,167 
2010 229,185,717 4,440 411,271,532 
2011 44,037,096 853     79,024,144 
Total 789,350,645 N/A 1,416,482,097 

measures the amount of increased spending by residential households.  “Total Effect” is the sum 
of Direct, Indirect, and Induced Effects.  
 
The “Value Added,” “Employment,” and “Output” totals in Tables 1a through 1c, and 2a 
through 2c show Mesaba One’s economic impacts across the County.  These totals incorporate 
the economic impacts that Mesaba One is likely to have on the County, which are shown in the 
corresponding “Value Added,” “Employment,” and “Output” columns in Tables 1a through 1c, 
and 2a through 2c.  (For instance, Table 1b shows that Mesaba One’s construction expenditures 
are expected to have a “Total Effect” of $1.4 billion in spending across the County. Employment 
detail is presented in Tables 1d and 2d.   
 
None of the tables that show Mesaba One’s yearly construction employment impacts add the 
total number of jobs-created across all 42 months.  Although IMPLAN required that each 
calendar year of construction be modeled as a separate event, each job created by construction 
activity may carry through all calendar years as the same job, and could thus be counted more 
than once.  (For instance, the engineers, project managers, and installers that Mesaba One will 
employ for year 2007 might still be employed by Mesaba One in year 2011.) 
 
Construction 
 
Table 1 summarizes the total impact effects 
of Mesaba One’s direct construction 
expenditures, as illustrated by the detail in 
Tables 1a through 1c.  In the summary 
table, the column on the left (labeled “Value 
Added Totals”) measures the economic 
impact of the $555 million that Mesaba One 
is expected to use to pay for wages, rents, 
interest, and profits (direct effect from table 
1a), and is estimated to result in an 
additional $234 million in commercial, government, services and consumer spending (indirect 
and induced from table 1a) for a total of $789 million.   
 
In the summary table, the column on the right (labeled “Output Totals”) shows that Mesaba 
One’s overall construction expenditure of $1.04 billion (direct effect from table 1b) is calculated 
to create almost  $377 million (indirect and induced effects from table 1b) in further spending—
resulting in economic activity totaling almost $1.42 billion.   
 
In the same way, in the summary table, the column in the center (labeled “Employment Totals”) 
shows the total number of jobs that Mesaba One will create in the County. The column shows 
that in the peak calendar-year of construction, Mesaba One is expected to directly employ 2,986 
workers for construction projects (from table 1c), which will result in the creation of 1,454 other 
jobs in the County (from table 1c). 
 
The Construction impact findings in Tables 1a through 1c are reported by year, and by effect.  
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Table 1a shows the impact of Mesaba One’s construction expenditures on Itasca county, over the 
42 months of construction required to build Mesaba One.  “Value Added” measures the 
economic impact of capital that Mesaba One specifically expects to spend on wages, rents, 
interest, and profits related to construction. 
 
As Table 1a illustrates, the model estimates Mesaba One will spend a total of $555,010,486 on 
wages, rents, interest, and profits, which in turn will generate an additional $234,340,174 in 
further spending, for a total impact of $789,350,645.  Dividing total value added impact 
($789,350,645) by direct expenditures ($555,010,486) results in a value added multiplier of 1.42.  
This means that for each dollar that Mesaba One expends on wages, rents, interest, and profits 
related to construction, the economy will spend another $0.42. 
 

Table 1a:  Mesaba Energy, Value Added Impacts from Construction, 
Itasca County, 2007-2011   

Source:  IMPLAN Value Added in 2004 $  
Years  Direct Effect Indirect Effect Induced Effect Total Effect 

2007 69,404,248 7,312,919 21,991,401 98,708,572 
2008 146,205,552 15,405,235 46,326,628 207,937,399 
2009 147,291,488 15,519,663 46,670,716 209,481,861 
2010 161,145,712        16,979,446 51,060,558 229,185,717 
2011 30,963,486 3,262,531 9,811,077 44,037,096 
Total 555,010,486 58,479,794 175,860,380 789,350,645 

 
Table 1b shows the economic impact of Mesaba One’s total output expenditures over four years 
of construction.  Based on direct-expenditures of $1,039,502,948, Mesaba One is expected to 
create $376,979,178 in further spending activity in the County.  The ratio of Total Effect to 
Direct Effect ($1,039,502,948 to $1,416,482,097) results in an output multiplier of 1.36 for the 
County.  
 
 

Table 1b: Mesaba Energy, Output Impacts from Construction, 
 Itasca Region, 2007-2011   

Source:  IMPLAN Output in  2004$ 
Years  Direct Effect Indirect Effect Induced Effect Total Effect 

2007 129,990,200 12,521,860 34,619,515 177,131,576 
2008 273,834,656 26,378,271 72,928,750 373,141,678 
2009 275,868,544 26,574,211 73,470,442 375,913,167 
2010 301,816,704 29,073,788 80,381,043 411,271,532 
2011 57,992,844 5,586,409 15,444,889 79,024,144 
Total 1,039,502,948 100,134,539 276,844,639 1,416,482,097 

 
Table 1c shows Mesaba One’s impact on employment in Itasca County, over the 42 months of 
plant construction.  This table shows that every job that Mesaba One creates during the 
construction period will result in the creation of 0.49 additional jobs.  Table 1c shows that 
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Mesaba One will create 2,986 full-time, part-time, and temporary jobs during the peak 
construction year, which in turn will cause the creation of 1,454 jobs throughout other sectors. 
 
 

Table 1c: Mesaba Energy, Employment Impacts from Construction,  
Itasca Region, 2007-2011   

Source:  IMPLAN Employment 
Years   Direct Effect Indirect Effect Induced Effect Total Effect 

2007 1,286 176 451 1,912 
2008 2,709 370 949 4,028 
2009 2,729 373 956 4,058 

2010 (peak) 2,986 408 1,046 4,440 
2011 574 78 201 853 

Note: Employment impacts from construction cannot be summed for a total over the five year construction period. 
 
The IMPLAN model can report employment activity by industry sector.  For the peak 
construction employment year of 2010, the model shows the following employment activity 
detail. 
 

Table 1d: Mesaba Energy, Employment Impacts from Construction,  
Itasca County, Peak Construction Year 2010, by Industry Sector 

Source: IMPLAN Projected Employment 
IMPLAN Sector Direct Indirect Induced Total 
Construction 2,986 94 8 3,087
Retail Trade    0 65 241 306
Health & Social Services 0 0 262 262
Accommodation & Food Services   0 7 169 176
Administrative & Waste Services 0 89 44 133
Other Services 0 26 95 120
Professional- Scientific & Tech Services 0 67 38 105
Wholesale Trade 0 22 35 57
Arts- Entertainment & Recreation    0 3 37 40
Finance & Insurance 0 7 25 33
Transportation & Warehousing 0 5 17 23
Educational Services 0 0 22 22
Real Estate & Rental   0 3 15 18
Manufacturing 0 10 8 18
Information 0 3 8 11
Agriculture, Forestry, Fish & Hunting 0 2 9 11
Government 0 3 7 10
Utilities 0 1 6 7
Management of Companies 0 1 1 2

Total 2,986 408 1,046 4,440
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Table 2 Summary:  
 Itasca Operations Impacts 2010, 2011 and Typical Year  

(2004 Dollars) 

Years  
Value Added 

Totals $ 
Employment 

Totals Output Totals $ 
2010 24,214,271 25 35,370,124 
2011 218,016,449 219 218,459,654 
Typical 242,240,452 244 353,843,993 

Operations 
 
Tables 2a through 2c show the economic effects that Mesaba One is expected to have on Itasca 
County during the calendar-year of start-up, the first year of operations, and a typical year of 
operations.  It is important to note that unlike the effects of Mesaba One’s construction 
expenditures, which are singular, Itasca county will reap the benefits of Mesaba One’s typical-
year operations expenditures annually for the life of the plant. 
 
 
Table 2 summarizes Tables 2a through 2c, 
showing the total economic effects of 
Mesaba One’s direct expenditures for 
operations on Itasca County. The left-most 
column (labeled “Value Added Totals”) 
shows the economic impact of the money 
that Mesaba One expects to specifically use 
to pay for wages, rents, interest, and profits 
related to operations.  During a typical year, it is predicted that Mesaba One will directly expend 
more than $ 211.3 million (from table 2a) in value added expenditure to meet these costs, which 
should result in total spending of $242.2 million.   
 
The right-most column (labeled “Output Totals”) displays the economic effects that Mesaba 
One’s total expenditures for operations are expected to have on the County.  In a typical year, 
Mesaba One is expected to directly spend almost $300.2 million for operations, thereby 
generating a total of $ 353.8 million in economic activity across the County.   
 
The center column (labeled “Employment Totals”) measures the number of jobs that Mesaba 
One is likely to directly and indirectly during typical year operations.  Over a typical year, 
Mesaba One is likely to employ 107 workers in operations, which should result in the creation of 
244 jobs in total across the County. 
 
Table 2a shows the Value Added impacts that Mesaba One’s specific spending on wages, rents, 
interest, and profits is expected to have on Itasca County.  The Table shows that in a typical year, 
Mesaba One is expected to directly spend around $ 211,299,696 to meet these expenditures, 
which should create a total of $30,940,763 in other spending throughout the rest of the County.  
The value added multiplier is 1.15, or the ratio of “Total Effect” to “Direct Effect” 
($242,240,452  to $211,299,696). 
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Table 2a: Mesaba Energy, Value Added Impacts from Operations,  
Itasca County, 2010, 2011, and Typical Year   

Source:  IMPLAN Value Added in 2004 $ 
Years Direct Effect Indirect Effect Induced Effect Total Effect 

2010 21,121,444 895,860 2,196,967 24,214,271 
2011 190,169,760 8,066,001 19,780,684 218,016,449 

Typical 211,299,696 8,962,229 21,978,534 242,240,452 
 
Table 2b shows the Output impacts on Itasca County of Mesaba One’s expenditures for 
operations.  As illustrated by Table 2b, Mesaba One is expected to spend $300,165,760 for 
operations in a typical year, which should result in a total of $353,843,993 in spending in the 
County.  The economic multiplier is 1.18 ($353,843,993 to $300,165,760).  
 

Table 2b: Mesaba Energy, Output  Impacts from Operations,  
Itasca County, 2010, 2011, and Typical Year   

Source:  IMPLAN Output in 2004 $ 
Years  Direct Effect Indirect Effect Induced Effect Total Effect 

2010 30,004,468 1,906,909 3,458,747 35,370,124 
2011 270,149,248 17,169,116 31,141,289 218,459,654 

Typical 300,165,760 19,076,803 34,601,426 353,843,993 
 
Table 2c shows the impacts that Mesaba One’s creation of operations jobs is expected to have on 
the County.  In a typical year, Mesaba One is expected to employ 107 people in operations, 
which should result in the creation of 244 jobs total across the County. The employment 
multiplier is 2.28. 
 

Table 2c: Mesaba Energy, Employment Impacts from Operations, 
Itasca County, 2010, 2011, and Typical Year   

Source:  IMPLAN Employment 
Years   Direct Effect Indirect Effect Induced Effect Total Effect 

2010 11 4 10 25 
2011 96 39 84 219 

Typical 107 43 93 244 
 
Table 2d shows employment impact detail from operations for the County.  Total jobs are 244, 
ranked by industry sector for the Typical Year. 
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Table 2d: Mesaba Energy, Employment Impacts from Operations,  
Itasca County, Typical Year, by Industry Sector 

Source: IMPLAN Projected Employment 
IMPLAN Sector Direct Indirect Induced Total 
Utilities 107 0 1 108
Health & Social Services 0 0 23 23
Retail Trade    0 1 22 22
Other Services 0 11 9 20
Accommodation & Food Services   0 4 15 19
Administrative & Waste Services 0 6 4 10
Professional- Scientific & Tech Services 0 6 3 10
Construction 0 5 1 6
Transportation & Warehousing 0 4 2 6
Wholesale Trade 0 2 3 5
Arts- Entertainment & Recreation    0 0 3 4
Finance & Insurance 0 1 2 3
Educational Services 0 0 2 2
Real Estate & Rental   0 1 1 2
Information 0 1 1 1
Manufacturing 0 1 1 1
Government 0 0 1 1
Agriculture, Forestry, Fish & Hunting 0 0 1 1
Management of Companies 0 0 0 0

Total 107 43 93 244
 
V. Conclusions 
 
This study applies an economic multiplier analysis and input/output modeling system that was 
created in Minnesota by the Minnesota IMPLAN Group, Inc., and is used by other state 
governments and the USDA Forest Service, among others.  
 
This economic analysis from the UMD Labovitz School’s research bureau reports the Mesaba 
Energy project’s direct effects, plus the additional spending effects that Mesaba One is expected 
to cause in the economy of Itasca County, Minnesota.   
 
With the completion of the construction phase for Mesaba One, it is estimated that the Mesaba 
Energy Project will have generated $1.42 billion in spending across the County by directly 
expending approximately $1.04 billion on construction.   
 
During the peak year of construction, Mesaba One will also have created over four thousand 
full-time, part-time, and temporary jobs in Itasca County by directly employing nearly three 
thousand people in construction activities. 
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When operations for the Mesaba Energy project reach “typical year” capacity, operations are 
estimated to generate 353.8 million dollars of output in spending and 242.2 million dollars in 
value added spending in the County by directly expending approximately $300.2 million in 
output and 211.3 million dollars in value added spending during operations. 
 
During a typical year of operations, Mesaba One will create an estimated 244 full-time, part-
time, and temporary jobs by directly employing an estimated 107 people in operations at the 
Mesaba One plant. 
 
Excelsior Energy, Inc. can be proud of the Mesaba Energy project’s positive impact on 
development and growth in Itasca County and the region.  
 
 
Special considerations 
 
Special considerations for interpreting these impact numbers: Regional indirect and induced 
effects are driven by assumptions in the model. With some models, one problem is that the 
assumptions can mask the true multiplier. This is especially true of the assumption of constant 
returns to scale: This assumption most affects induced effects and says that if I drink coffee, and 
my income increases, I will drink proportionally more than before. The amount of weight placed 
on the induced effects (the percentage of the total induced effect you would want to use) can be 
further analyzed with an in-depth impact study, involving much more specific data collection and 
more detailed analysis. 
 
Construction costs may be larger due to commodity prices, banker’s fees, and interest payments.  
Any differences would affect the estimates given here. 
 
As noted in the “Itasca County Study Area” section at the beginning of this report, there are 
known IMPLAN modeling issues associated with small study areas like county-level impacts, 
including difficulty in measuring accurately the extent that payments made to imports or value 
added sectors are shown as re-spent within the study area. Itasca County’s relationship to the 
Arrowhead Region suggests that this study area is actually part of a larger functional economic 
region, which means that the county model will likely miss important backward linkages. For 
example, linkages with the labor force may be missing workers who live and spend outside the 
County but who may actually hold local jobs. 
    
Readers are also encouraged to remember the BBER was asked to supply an economic impact 
analysis only. Any subsequent policy recommendations should be based on the “big picture” of 
total impact.  A cost-benefit analysis would be needed to assess the environmental, social, and 
governmental impacts.   
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