
Inside This Issue 

~ s c n o o l ~ c o t r n t y  

F&dWt&tbtables . -~h7.  

A wacrantjr for yow graduate?- Page 8. 

Fiscal disparities pool shrinks again, after C-l tax cuts 
Now in its 25th year of operation, 
the Twin Cities area tax-base shar- 
ing program, widely known as the 
"fiscal disparities" program, once 
again faces a shrinking pool of 
commercial-industrial (C-I) tax 
baqe to redistribute among metro- 

:ommunities. This year's 
r~,~onwide pool is $252,545,903, 
down by 4.4 percent from last 
year's pool of $264.2 million. This 
is the second year in a row the pool 
has declined, after increasing for 
the previous two years. 

The Citizens League's 25th annual 
tax-base sharing analysis shows 
that the shared fiscal disparities 
pool fell at an even higher rate in 
1999-4.4 percent-than the four 

by Dana Schroeder 

percent it had dropped in 1998. 

The Twin Cities tax-base sharing 
program currently redistributes 
over 27.5 percent of the area's 
commercial-industrial (C-I) tax 
base among metro-area communi- 
ties. Every community puts 40 per- 
cent of its growth in C-I tax base 
since 1971 into a regionwide pool. 
Every community (except Sunfish 
Lake, which is ineligible, since it 
does not allow C-I development) 
then receives back tax base from 
the regionwide pool, based on its 
relative shares of population and 
tax base. (See "How fiscal dispari- 
ties works" on page 4.) 

The program, which has generated 
interest from around the country, 
has been controversial from the 
start. Passed in 197 1, court chal- 
lenges upheld its implementation 
until 1975. Since then, there have 
been a number of legislative 
attempts to weaken the program or 
to expand it to include residential 
property. 

Now in its second year, the Iron 
Range tax-base sharing program- 
modeled after its Twin Cities 
cousin, both in concept and contro- 
versy-provides for sharing 40 
percent of C-I tax-base growth, 
with 1995 as the base year, rather 

than 197 1. The area covered by the 
program is the Iron Range taconite 
tax-relief area, which includes all 
or part of seven counties in north- 
central and northeastern Minneso- 
ta. In its second year the shared 
pool increased by 2.1 percent to 
$450,078, or about 1.3 percent of 
the Range's C-I tax base. (See 
"Tax-base sharing on the Range" 
on page 6.) 

Shared pool declines 
The region's total tax base-from 
all types of property--also 
declined over the past year, drop- 
ping by $64.6 million to $2.286 bil- 
lion. This decline, too, was due to a 
lowering of various class rates, not 

Continued on page 4 

Crisis in financing health education could 
A quiet crisis is looming in Min- 
nesota, one that could potentially 
reduce health-care access in com- 
munities across the state and jeop- 
ardize the ability of the University 
of Minnesota to maintain the 
research enterprise that has been an 
economic development cornerstone 
for decades. 

You haven't heard much about it 
' recently, but you will hear a 
.oout it during this year's leg- 

islative session. It is the question of 
how we finance the education of 
future physicians, pharmacists, 
dentists and nurses. It is a national 
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problem that has crept up quickly 
and is of particular interest to the 
University, as we educate upwards 
of two-thirds of Minnesota health 
professionals. 

Let me step back for a minute and 
explain what has caused this seri- 
ous situation. Several major forces 
continue to reshape American 
health care, significantly affecting 
the ability of universities to offer 
high quality health professional 
education. These factors, generally 
outside the control of the Universi- 

ty, include reduced federal funding, 
declining patient-care revenues and 
changing expectations for health 
sciences students and faculty. Sim- 
ply put, educational revenues are 
declining dramatically and costs 
are increasing-a deadly combina- 
tion, considering the growing need 
for health professionals to serve an 
aging and increasingly diverse 
Minnesota population. 

Medical education has traditionally 
been funded from four sources: 1) 
the federal government through 
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cut access 
Medicare, 2) the state, 3) faculty 
who generate patient-care revenue, 
and 4) students. Minnesota hospi- 
tals, clinics and health providers 
also provide pro bono support esti- 
mated to be $45 million per year to 
train and mentor students and resi- 
dents. 

Now, two sources of income-fed- 
era1 funds for resident training and 
faculty-generated patient-care rev- 
enues-are diminishing. The pro 
bono contributions are also in ques- 
tion, as providers attempt to man- 
age costs and still support medical 

Continued on page 2 



I Working toward an inclusive, successful metro region Health ed precious little time in the hospital 
,- 

for the educational process to 
occur. After the patient is dis- 
charged, the care continues on an 
outpatient basis. Students and the 
residents will probably see the 
patient more during clinic visits 
then they did in the hospital. 

The final challenge, which drives 
up costs, is to arm our graduates 
with knowledge and skills 
unknown a generation ago. They 
must understand federal and state 
statutes and regulations, business 
practices, managed care, informa- 
tion technology, government pro- 
grams, ethics, preventative health, 

Continued from page 2 

must reduce the pressure on clini- 
' faculty, so they have the time 

'i c,,rampete for new federal funds 
and to conduct industry-sponsored 
research. 

cerned citizens. We were wrestling 
with how to produce better educa- 

by Lyle Wray urban7ohs that will r e v i e  ( 
core and first-ring suburbs and 
shape greenfield growth into a more 
sustainable form? 1 

tional outcomes for all students, 
particularly low-income students of 
color in Minneapolis. To many 
there-including me-it seemed, to 

, quote Yogi Berra, like "deja vu all 
over again," because the struggle 
with de fact0 economic and racial 
segregation and its effects on K-12 
outcomes has been with us for 
decades. 

communities of color is disastrous- 
ly poor. 

mentation would be a charitable 
characterization of the present state 
of affairs among schools, commu- 
nities, nonprofits and county gov- 
ernments. 

Managed care is also adding cost 
and complexity to the educational 
process. In days past, medical stu- 
dents, residents and others were 
trained in a few major teaching 
hospitals. Today, however, the 
educational setting is shifting away 
from the hospital bedside into the 
community as cost-containment 
pressures reduce the length of 
patient stays. Most of the patient 
care is now delivered outside the 
traditional hospital setting in clin- 
ics, offices, homes and community 
sites, such as schools, senior cen- 
ters and jails. As the care delivery 
system moves more into the com- 
munity, we must also shift our 
training to over 100 community 
locations, which is far more diffi- 
cult to manage than teaching stu- 
dents in a few hospitals. 

As we look for short-term and 
long-term strategies to address the 
suffering behind these statistics, we 
should be wary of the "silver bul- 
let" '-the one-shot solution that 
proposes to solve everything. The 
noted quality guru Charles Deming 
began with an opposite premise: 
seek out or create many small 
changes that are coherent, aligned 
and focused on a quality outcome 
and you can make a long-term dif- 

1 

Postsecondary access guarantees. ' 
We need to make it "billboard sim- 1 
ple" for students from families with 
no postsecondary experience to 
understand the link between better 
work skills, good wages and post- 
secondary education and training. 
The Georgia HOPE program guar- 
antees a two-year free ride to higher 
education for high school graduates 1 
with a '73'' average. Working back 
from that program, more effective 1 
links are needed between employ- 

I 
ers and those students not going on 
to some ~ostsecondarv training. I 

While there are numerous projects 
and programs today, the scale is 
just not up to the size of the chal- 
lenge. A few years ago former leg- 
islator Howard Orenstein proposed 
a model for an integrated boundary 
for Ramsey County and Saint Paul 
schools. The Governor and the 
Legislature should take a serious 

Educational outcomes for students 
in the two core cities are unaccept- 
ably bad. K-12 has not necessarily 
deteriorated over the years-gradu- 
ation rates are dramatically higher 
across the board for every ethnic 
group over the last 50 years. But 

wellness, complementary medi- 
cine, team care, recent scientific 
discoveries, new products and 
devices, gene therapies and new 
drugs and treatments. This is a 
staggering task, but one we must 
pursue to assure that Minnesota has 
the properly trained heath profes- 
sionals. 

"Sir, if you'd sponsor even part of my med school expenses, 
you'd be welcome to as many guest passes as you can use 

to whatever country club I end up in!" 

from at-risk populations. This is an 
unacceptable option to me. Access 
must be maintained. 

On the private side, we will 
encourage the providers to contin- 
ue their important pro bono sup- 
port, despite increasing financial 
pressures to reduce that commit- 
ment. And I firmly believe the 
insurance companies must become 
partners by stepping up and sharing 
the cost of educating health profes- 
sionals. They benefit-as we all 
do--from the public value of quali- 
ty health care. Their involvement 
will be the final piece in the health- 
education financing puzzle. 

"The Governor and the Legislature 
b"" need*t0 earnliv- should take a serious look at what we might  oma at ion oi , 

ing wages keeps moving up, as the ,. - - 4 - -  - 
Our best hope is for Minnesota to 
establish a new public-private part- 
nership to meet this challenge. On 
the public side, we will continue to 
advocate for federal support; we 
will ask the state's taxpayers to 
increase their investment to assure 
adequate numbers of health profes- 
sionals in their communities; we 
will seek additional support for fac- 
ulty who generate patient-care rev- 
enue in a manner that also facili- 
tates research; we will ask the 
students to maintain partial respon- 
sibility for the cost of their educa- 
tion; and we will assure continued 
access to the health professions for 
all students. 

~ - 

new ec~nom~demandshigher pro- learn. from making school districts happening. As we move forward, 
So, what is the answer to this com- 
plicated question of how to finance 
the education of future health-care 
professionals? We now have a 
clear picture of federal intent, and 
it's not pretty; we can't ask faculty 
to do more; and we can't ask stu- 
dents or their families to give much 
more. Students are already shoul- 
dering a sigdicant financial bur- 
den by paying tuition and fees that 
are among the highest in the nation 
for public medical schools. The 
average debt at the end of training 
is $75,000. If we ask the students 
and their families to contribute 
more, we risk closing the doors to 
lower income students and those 

ductivity. The skills premium-the 
wage differential between those 
with higher and lower education 

the state will need new kinds of co~enninous with counties. " idormation on I OW we're doing- 
the number of higher skill jobs 

and skill levels-is widening and 
accelerating. The economic prog- 
nosis for those with less than a 
high-school diploma has gone from 
tough to grim. The likelihood of 
gaining a family living wage with 
"willing hands and no skills" has 
disappeared. 

going vacant, eiployer satisfaction 
with postsecondary and secondary 
"products" and real measures o 
economic and ethnic segregati 
and discrimination in housing 
employment. 

t 
ference. Such a strategy also 
demands that you have good infor- 
mation on how you are progressing 
toward those outcomes. 

look at what we might learn from 
making school districts cotermi- 
nous with counties. If it looks good, 
they should provide a powerful 
incentive for a demonstration in the 
metropolitan area around one or 
both of the core cities. 

Let me be more specific about this 
-'-mge. A patient receiving a new 

b ,for example, formerly stayed 
in the hospital eight to ten days. 
This left plenty of time for stu- 
dents to learn about the procedure, 
get to know the patient, watch the 
operation, and apply aftercare 
techniques. A single hospital could 
accommodate about 400 residents 

Here are four ideas for the mix of 
solutions that should help us build a 
more inclusive and successful 
region in the long haul. 

Frank B. Cerra, M.D., is senior 
vice president for health sciences at 

Winston Churchill said something 
to the affect that Americans usually 
do the right thing-after they have 
tried everythg else. We are there 
and we need to act. 

Minnesota currently faces a 30-year 
labor shortage. But some schools 
graduate only half the students who 
come through their doors. The 
number of students going on to 
postsecondary training-the key for 
living-wage jobs-is declining. And 
access to that training for some 

Scale up the Livable Communities 
demonstrations. The Livable Com- 
munities Act has sponsored dozens 
of projects to demonstrate attractive, 
mixed-income, mixed-use develop- 
ment. But the pot of money is very 
small-in the single-digit millions. 
If we have half a billion dollars for 

shortage, the "On Balance" 
roundup of opinions porn state 
newspapers will not appear in 
this issue. 

Coterminous county/school dis- 
trict borders. Schools make up an 
important part of a child's develop- 
ment, but are often poorly connect- 
ed to other organizations involved 
in childhood development. Frag- 

and students. Now, the patient 
stays three to four days, leaving Lyle Wray is executive director of 

the Citizens kague. 
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Contributing Edior -Ted Kolderie Health ed Future of Medicare and cut support 
for medical education by $9 billion 
over the next five years. Minneso- 
ta's cumulative loss is expected to 
be $100 million through 2003 and a 
minimum of $30 million per year 
thereafter. 

for health-professional education. 
Universities and teaching hospitals 
must have a dependable flow of 
revenue, since it takes up to eight 
years to train a physician. 

year. This means fewer dollars to 
support the education and research , 
enterprise. 

Jobs for poor adults key to better schools Sketches - Ray Hanson 

The Minnesota Joumal (ISSN 0741-9449) is a 
publication of the Citizens League, a nonprofit 
nonpartisan Twin Cities public affairs organiza- 
tion, 708 S. Third St., Suite 500, Minneapolis, 
MN 55415, George Latimer, president. Articles 

Continued from page 1 
The road to hell, it is said, is paved 
with good intentions, but the recent 
article by Gary Cunningham, Bar- 
bara Bearman and Matthew Little 
shows that the same is true of roads 
that go nowhere. 

from their home neighborhoods. 
This, in turn, keeps parents from 
participating in school-related activ- 
ities. 

that get them into the workplace, 
help them improve their economic 
status and allow them to move with 
their kids into better housing. We 
should establish such programs 
now, while we have a huge budget 
surplus and an industrial sector 
that's desperate for workers. 

education, which is very expensive 
for them. 

We are especially concerned about 
the potential threat to our world- 
class research capability as faculty 
struggle to balance education, 
research, outreach and patient-care 
responsibilities. There are only so 
many hours in the day and, when ; 
faculty must work harder to gener- , 
ate patient-care revenue, there is I 

less time for research. Ironic 
this challenge is coming at a % 
when funding for the National 
Institutes of Health has increased 
by 15 percent, or $2 billion. We 

The second whammy results from 
Minnesota's leadership in managed 
care. University of Minnesota fac- 
ulty physicians, who have tradition- 
ally contributed about $40 million 
of patient-care revenue to the Med- 
ical School for education and 
research, compete in the same mar- 
ketplace as community physicians. 
As cost-containment strategies have 
reduced their fees, revenues gener- 
ated by University physicians are 
declining by about three percent per 

It is a double financial whammy for 
Minnesota. The first blow--despite 
our vocal opposition-was the 
decision by the U. S. Congress to 
reduce Medicare support for gradu- 
ate medical education as part of the 
1997 Balanced Budget Act. For 
over three decades, Medicare has 

and commentary are drawn from a broad range 
of perspectives and do not necessarily reflect 
League positions on policy questions. The Jour- 

The Commission is now consider- 
ing a proposal to move another $7 
billion in direct medical-education 
payments and disproportionate 
share payments from the Medicare 
Part A Trust Fund to a discretionary 
funding source. This would mean 
that we would have to fight for 
funding in each congressional bud- 
get cycle. We are adamantly oppos- 
ing this move to politicize funding 

Anyone who has been in the belly 
of the beast (an inner-city school) 
knows the shopworn arguments 
made by the authors of your article. 
With worn-out tools, the people in 
these schools toil day after day until 
they're used up. 

nal is published once a month. Periodicals 
postage paid at Minneapolis, MN. Once again, supposed experts are 

taking to task the local schools for 
failing to deal with a major policy 
issue that is far beyond their con- 
trol. Children from poor homes 
tend to come to school unprepared. 
These poor kids tend to be minori- 
ties, who often have been bused far 

Annual subscription rate for nonmembers is $40 
''-"? issues. Orders may be placed at 612/338- 

(, or by mail at the above address. 

Please put this issue in more com- 
petent hands in the future. 

funded the training of residents and 
fellows. Even so, Congress accept- 
ed the recommendations of the 
Bipartisan Commission on the 

Postmaster: Send address changes to The Min- 
nesota Joumal, 708 S. Third St., Suite 500, Min- 
neapolis, MN 55415 

J. Farrell, Minneapolis 
What Minnesota needs is effective 
training programs for poor adults Continued on page 3 
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Impact of shrinking pool 
As the pool shrinks, of course, 
communities dependent on fiscal 
disparities for a significant share of 
their tax base will have to place 
more of the tax burden on other 
types of property. 

Why did the fiscal disparities pool decline? 
continu2 from page 1 

! a drop in market value. The total 
1 market value in the seven-county 
; metro area actually increased by 8.0 

percent, from $117.224 billion to / $126.660 billion. 

If commercial-industrial market 
values are increasing in the seven- 

I 
wnty area, why did the size of 
, shared tax-base pool decline? 

ent types of properties, known as 
class rates, are set by the Legisla- 
ture. In the last two years the Leg- 
islature has lowered the class rates, 
beginning in 1998, for determining 
the tax capacity of C-I and various 
other types of properties. The 
changes in the C-I rates and their 
effect on C-I tax base are outlined 
in the following example. 

erty added $44,400 to a communi- 
ty's tax base in 1997, $38,050 in . 
1998, but only $33,425 this year, 
due to the lower class rates. That's a 
25 percent decrease in the building's 
tax base over a two-year period. 
This does not necessarily mean the 
property's t m s  will drop by that 
much; it's likely local governments 
will increase tax rates in light of the 
tax capacity reductions. A higher tax 
rate would at least partially offset the 

property's drop in tax capacity, but 
will, of course, increase taxes on 
other types of property, as well. 

The tax capacity of all C-I property 
was reduced by these class rate 
changes and increases in C-I mar- 
ket values were not large enough to 
offset the downward effect of the 
rate changes. In the seven-county 
area, the market value of C-I 
property increased by 1 1 percent, 

from $24.546 billion to 
$27.149 billion. Meanwhile 
the C-I tax base actually 
decreased by 2.5 percent, 
from $941.1 million to 
$916.9 million. 

Given the quirks in the way the pro- 
gram is implemented, next year 
could offer even a bigger blow to 
the communities receiving siM- 
cant amounts of money through the 
tax-base sharing program. Accord- 
ing to Steve Hinze of the Minnesota 
House Research Department, the 
C-I values on which tax-base shar- 
ing is figured have already bot- 
tomed out, unless any further class 
rate breaks are given during the 
1999 session. 

It's important to understand that 
the tax-base figures discussed in 
this article are only a small per- 
centage of the market value of 
commercial-industrial (C-I) prop- 
erty. While the market value of C-I 
property in the seven county area 
amounts to $27.148 billion 
in 1999, the C-I tax base- 
the portion of C-I value 
available to be taxed- 
amounts to $916.9 million 
Why? 

Property taxes paid by the shared 
pool of tax base decreased by 3.0 
percent from last year's all-time 
high of $409.7 million to $397.4 
million this year. Taxes paid by the 
shared pool have declined only two 
other times in the history of the tax- 
base sharing program-in 1977 and 
1995. 

So the $1 million commercial prop- 

Assume a commercial property is assigned a market value of $1 million by the assessor. Here's how that 
property's tax capacity would be figured for taxes payable in 1999, compared with a $1 million property in 
both 1998 and 1997: 

1999 1998 1997 
Class Tax Class Tax Class Tax 
Rates Capacity Rates Capacity Rates Capacity 

First $100,000 of value 2.45% $2,450 2.70% $2,700 3.00% $3,000 
Value of $1 00,000-$150,000 2.45% $1,225 2.70% $1,350 4.60% $2,300 
Value over $150,000 3.50% $29,750 4.00% $34,000 4.60% $39,100 

Total Tax Capacity $33,425 $38,050 $44,400 

1 The shared tax base now accounts ' for 27.5 percent of the total C-I tax 
base in the metro area, down from 
last year's 28.1 percent and from 
the peak of 30.0 percent in 1994. 
The shared pool accounts for 1 1.1 
percent of the region's total tax 
base, down slightly from last year's 
1 1.6 percent. 

"Is it my imagination or is the pool getting smaller?" I Because Minnesota taxes Because of the way the areawide 
tax rate assessed against the C-I 
property in the pool is figured, 
Hinze said property taxes paid by 
the pool will likely not be as high 
next year, leaving a greater tax bur- 
den on other types of property. 

Since the shared pool is 
made up of C-I tax base, the 
new class rate changes are 

different types of property 
at different rates, only a 
portion of a property's mar- 
ket value becomes part of 
the tax base (officially 
known as tax capacity). 
The pro~ortions for differ- 

ties over 9,000 population, 39 were 
net gainers and 21 were net losers. 
Minneapolis' status switched very 
slightly, enough to make it a net 
gainer this year, unlike last year. 
The other new net gainer was a 
city new to the over 9,000 popula- 
tion group of cities, Farmington. 

net loser last year and a net gainer 
the three previous years. Its net gain 
this year was small-4 134 thou- 
sand, or 39th lowest among the 40 
large-city net gainers. Minneapolis' 
large C-I tax base ($171.4 million) 
is more than twice as large as 
Bloomington's, its closest con- 
tender, and nearly three times as 
large as third-place St. Paul. 

But the drop in the size of the pool 
has more to do with legislative fiat 
than with the vagaries of the mar- 
ketplace. In both 1997 and 1998 the 
Legislature cut the rate at which C-I 
property is assessed for tax purpos- 
es, thus reducing the size of the C-I 
tax base for taxes payable in both , 1998 and 1999. Even though C-I 

1 market values increased-growing 
by 11 percent to $27.148 billion- 
the C-I tax base (officially known 
as tax capacity) dropped by 2.6 per- 
cent. Since the size of the pool is 
dependent on the size of the C-I tax 
base, the pool continued to shrink. 
(See 'Why did the fiscal disparities 
pool shrink?' on page 6.) 

In anticipation of this problem, 
Hinze said the Legislature has fund- 
ed a special $13 million Fiscal Dis- 
parities Homestead Agricultural 
Credit Aid to help replace the fiscal 
disparities distribution in areas that 
wiU feel the pinch. 

Bloomington, $17.9 million; Eden 
Prairie, $8.8 million; Minnetonka, 
$8.8 million; Plymouth, $8.8 mil- 
lion; and Edina, $5.3 million. Four 
of these five cities were also in the 
top five last year. Edina bumped 
Eagan to sixth place this year. 

St. Paul. Fifteen of the 39 net gain- 
er cities showed tax-base increases 
of 10 percent or more due to shar- 
ing. (See table on page 7.) 

Reducing the gap 
The tax-base sharing program sig- 
nificantly reduces the gap in C-I 
tax base among the wealthier and 
poorer communities in the metro 

St. Paul was once again the top net 
gainer under the program, with a 
net gain of $25.7 million in tax 
base, down from $28.2 million last 
year. On a percentage basis, St. 
Paul's tax base increased by 17.3 
percent due to sharing, or sixth 
highest among the 40 large-city net 
gainers. Even more dramatically, 
the sharing increased St. Paul's C-I 
tax base by 40.5 percent. 

Because of its large C-I base, ( 
neapolis made the largest contnlju- 
tion of any community to the 
shared pool-$40.1 million, or 
about 16 percent of the total shared 
pool. While it also received back 
the largest amount of tax base from 
the poo1-$40.2 million, or 16 per- 
cent-its net gain was only 
$134,197, a gain of less than one- 
tenth of a percent. For all intents 
and purposes, then, Minneapolis 

( ptin~ed from page 4 
b.11" 

came out nearly a wash in this 
year's distributions. Net gainers, losers 

Over three-quarters of the 186 eligi- 
ble metro-area communities are net 
gainers under the program: 142 
received more tax base from the 
shared pool this year than they con- 
tributed. The other 44 were net 
losers. (Sunfish Lake is ineligible to 
participate because it excludes C-I 
property.) Among the 60 communi- 

Among the net loser cities over 
9,000 population, sharing resulted 
in tax-base declines ranging from 
1.5 percent in Chanhassen to 13.1 
percent in Bloomington. Four 
cities-Bloomington, Minnetonka, 
Eden Prairie and Plymouth-lost 
more than 10 percent of their tax 
base due to sharing. 

area. 

St. Paul made the fourth largest 
contribution to the pool, at $12.0 
million-five percent of the shared 
pool. (Bloomington made the sec- 
ond largest contribution-$23.7 
million, or 9.4 percent of the shared 
pool-and Plymouth the third 
largest, at $12.9 million.) St. Paul 
has a relatively low tax base per 
capita (at $552,lOth lowest among 
the 60 cities over 9,000 population) 
and a large population (second in 
the metro area). So it received back 
the third largest payout from the 
tax pool, over three times as much 
as it contributed-437.7 million, or 
15 percent of the pool. 

In the 60 metro-area cities with 
populations above 9,000, the 1999 
C-I tax base after sharing ranges 
from a high of $743 per capita in 
Bloomington to a low of $144 per 
capita in Mound-a ratio of about 
five to one. (See table.) Without 
tax-base sharing, the range would 
be $948 per capita in Bloomington 
to $64 per capita in East Bethel-a 
ratio of 15 to one. 

The top four net contributors are 
also the top four on a per capita 
basis, ranging from Bloomington in 
fist place at $205 per capita to Ply- 
mouth in fourth place at $142. 
Edina ranked 7th on a per capita 
basis, at $1 13 

The situation was different for Min- 
neapolis, even though it regained its 
status as a net gainer. It had been a 

Continued on page 5 On a countywide basis, Hennepin 
County made by far the largest net 
contribution of tax base to the pro- 
gram in 1999-$44.6 million, 
down from last year's amount of 
$45.4 million. (See table on page 
6.) Its net contribution on a per 
capita basis ($41) was more than 
10 times that of the only other net 
contributor county, Dakota County 
($4). Dakota County's net contri- 
bution was $1.4 million, down 
from its contribution of $2.8 mil- 
lion last year. Ramsey County net- 
ted the most shared tax base in total 
dollars ($24.6 million, down from 
$25.6 million last year). Ramsey 
($49) and Anoka ($45) Counties 
netted the most shared tax base on 
a per capita basis. 

In addition to St. Paul, at $25.7 
million, the other top net gainer 
cities include Coon Rapids, $3.0 
million; Cottage Grove, $2.6 mil- 
lion; Richjield $2.6 million; and 
South St. Paul, $2.4 million. 

How fiscal disparities works 
Comparing communities of all 

sizes in the metro area, the ratio of 
high to low in C-I tax base per 
capita before sharing is more than 
21 8 to one, with Rogers the highest 
($1,527) and San Francisco Twp. 
the lowest ($7). Afer sharing the 
range is reduced to 30 to one, with 
Rogers still the highest ($1,066) 
and Woodland the lowest ($35). 

The 1971 fiscal disparities act- 
officially known as the Charles R. 
Weaver Revenue Distribution Act, 
in honor of the late Anoka legisla- 
tor who authored it-was designed 
to lessen differences in tax base 
among Twin Cities area communi- 

Here's how the program works: tax base. Communities with rela- 
tively poor tax bases per capita 
receive more from the pool than 
they contribute. Those with rela- 
tively wealthy tax bases per capita 
contribute more than they receive. 

tax pool are collected through an 
areawide tax paid on the shared 
portion of each C-I property. The 
funds are then distributed to cities, 
counties, school districts and spe- 
cial districts according to the 
amount of shared tax base each 
unit was assigned. 

Communities contribute 40 per- 
cent of their C-I tax base growth 
since 197 1 to a regional pool. 
(Excluded from this base is the air- 
port, property within tax-increment 
finance districts established before 
Aug. 1,1979, and property in the 
city of Sunfish Lake, which is inel- 
igible to participate because it 
excludes C-I development.) 

The net gainers look different on a 
per capita basis, although South St. 
Paul (fist at $120), St. Paul (fifth 
at $93, Cottage Grove (seventh at 
$86) and Richfield (10th at $74) 
fall among the top 10. 

On a per capita basis, though, St. 
Paul-with a net gain of $95 per 
capita-ranked only fifth highest 
among the 40 large-city net gain- 
ers. 

ties. 1t allows all communities in 
the seven-countv metro area to 

There is a one-year lag in the C-I 
property values and property tax 
rates used to figure tax-base shar- 
ing. For taxes payable in 1999, the 
amount of tax base shared is based 
on C-I property values and proper- 
ty tax rates from the 1998 tax year. 

share part of any commercial- 
industrial (C-I) tax-base growth 
anywhere in the region. The idea 
grew out of a 1968 Citizens 
League committee studying tax 
disparities. 

Among the net-gainer cities over 
9,000, sharing resulted in tax-base 
increases ranging from less than 
one-tenth of a percent in Min- 
neapolis to 23.7 percent in South 

The sharing also reduces- 
although less dramatically-dispar- 
ities among communities in total 
property tax base. 

( : five largest net tax-base con- 
,,outors (that is, losers) to the pro- 
gram in 1999-all Hennepin and 
Dakota County suburbs-include 

Each community then receives 
back a portion of the pool based on 
its relative shares of population and Taxes generated by the property- Continued on page 6 
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