Citizens League
545 Mobil 0il Building . ¥
Minneapolis, Minnesota 55402

Minutes of Meeting
METROPOLITAN FISCAL DISPARITIES COMMITTEE

Thursday, March 7, 1968 - 6:30 p.m.

Guests: Ronald Langness, Lloyd Brandt, Tom Anding, R. W. Turnlund, Joy Gritfin, and
Will and Shawn Hartfeldt.

1. The meeting was called to order at 6:50 p.m. by Chairman Colborn. Mr. Colborn
. reviewed the assignment of the committee. He read the following statement about
the committee's responsibility: '

This committee will review the differences in taxable capacity, tax
rates and service levels among the various municipalities and school
districts in the Twin Cities area. It will examine the effect of these
variations on the area's current efforts to move toward an orderly
program of metropolitan development. . . with particular attention to
the effects of the heavy use the system presently makes of the local
property tax. Third, it will review the effects of the 1967 tax relief
and reform act to determine its impact on the inter-community varia-
tions in tax resources and in services. The committee is to recommend
ways to reduce disparities within the metropolitan area, and ways the
fiscal system can be revised to facilitate metropolitan development
objectives.

Time of meeting -- The Chairman said that it is our intention to meet weekly on
Thursday evenings, and alternate our meetings between lMinneapolis and St. Paul
unless there is some major objection to meeting on Thursday nights. We will be

Paul Public Library. We will meet with State Representative Howard Albertson of
Stillwater and the City Manager of Bloomington and Village Manager of Roseville.
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decisions are made by municipalities and other governments in the Twin Cities
area to attract tax base. We hope to point out what the results of such actions
are. both from the standpoint of ability of certain local governments to finance '

';;::ently, the smaller the school district is in which certain industrial
z ths ::: Lte<~t~d. the less likely it is that the children of the workers
n the industrial plant will be educated by taxes raised upon that plant.
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Generally the workers will live in another taxing district.

Those communities which are fortunate enough to have attracted substantial tax

base and at the same time hold down the volume of housing have been able to
nrovida for their reaidente a verv lnw tax vate and of course this low tax rate
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the tax base--those with large amounts of residential property--are unable to
attract this tax base because their rates are already so high.
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cluster and where they were needed, rather than spinkled in various communi-
ties. \

The ecancoanennrae nf tha AdFffavanna in rtav hasa alen maane that thaes sammimd o
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provide.
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of the governments side by side. That is, the culprit is the local property
tax. The property tax would not be the culprit if the same rate were applied
areawide. Then there would not be the incentive to locate certain properties
in certain municipalities.

Alternatives for improving the situation -- Areawide support for schools,
either at the metropolitan level or at the state level, would go a long way
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or commercial tax base would not suffer, as it now does.

You can well make the case for an areawide property tax levy for schools in the
metropolitan area rather than, say, statewide in Minnesota than you could in
I1linois. In ILlinois, there are some problems in connection with the taxing
of major firms, such as the railroads and the utilities, which would probably
dictate a statewide approach rather than a metropolitan approach.

Of course, another alternative would be the consolidation of governmental units,
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but this is quite remote and then, furthermore, not urgent if you are able to
eliminate the disparity in fiscal ability.

During the question and answer session with Mr. Stiles the following points were
raised:

posed only upon the residential property.

education are probably higher.

be talking about an expenditure per pupil of something in excess of $1,000.
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high level of these services. On the other hand, he may deliberately wish to
live in a community which does not provide these services at a high level.

The tax situation in Chicago -- Mr. Stiles said that state school foundation

adda deu TTM1damada awa waadd aiib 2l &lha mcacacwal wacancaas foaad T1M1demnada has an

L0 rinance aqaaicional sSCnNool services Our O Tne propercty cax.
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SCnooL poard 18 Kept 1m llne and cannot spend wildly. Lhe rear was expressed
that with total areawide or state support of schools you would lose this incen-
tive to hold down costs. Mr. Stiles said he is not entirely sure that the pre-
sence of a local school board has that effect and furthermore we can assume
that the Legislature can be a responsible body and can exercise overall con-
trol.

Central city school problems -- It was pointed out in the discussion that even

began 1n other locations. FHHe noted that in Chicago there has been a migration
of minority groups over the years into the central city. These people lack
skills, and their children are dependent upon the big city schools to educate
them and the big city school system is unprepared.

There was also the question that the persons who occupy positions of leadership

in taxes which will hit their firms.
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discussing here, it is an irrelevant question. He did not expand on his rea-
son.
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he understands that the starting salary this fall in Chicago will be $7,350.
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ing. He contends that the local and state fiscal systems are incapable of
responding to the needs. He noted that in West Virginia and similar states
there have been technological revolutions which have seriously hampered their
economies, In West Virginia, for example, we find that the state is a major
coal producer but with the shift to uses of other fuel this has had an impact
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fiscal disparity. Those communities with the commercial centers will get the
benefit of the tax.
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because of the way that Illinois taxes its railroad property. The benefit goes
directly to the communities where the railroads are located. This is also true
of certain major utilities,where all the revenue goes where the utility has its
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Ilgure ana tnerepy means that the utllity pays a very low tax 1tselr, This 1s
a partial de facto tax exemption for the utility.

examp.ie 1n Ni1s area OL whnere the dependence upon Local pProperty tax has had an
adverse effect on urban development, he referred to the small suburb in which
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near tne industrial property.



Another example was an abortive effort recently to merge the six elementary
school districts which are located within the boundaries of one high school
district. The opposition came from those elementary school districts that had
a favorable tax base which they didn't want to share with the other elementary
school districts. In Illinois there are separate school districts for ele-
mentary and secondary education.

Designation of major industrial and commercial centers =-—- He acknowledged that
“with a fragmented tax base you clearly cannot designate or zone certain major
centers in certain municipalities and then not 1et other municipalities share

in the revenue from these. ‘

4, 'The Chairman thanked Mr. Stiles for coming to the Twin Cities to meet with us,
and adjourned the meeting at 9:00 p.m.

Paul Gilje
Staff




