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STATEMENT OF THE PROBLEM 

A. Some early-warning s igns i n d i c a t e  growing d i f f i c u l t i e s  f o r  the Leg is la tu re  - 1. 
1. The problem o f  the proper ty  tax i s  most acute here -- Property t a x  re1 i e f  
programs f inanced by the  Leg is la tu re  apply statewide, bu t  p roper ty  taxes are  
p a r t i c u l a r l y  h igh  i n  the met ropo l i tan  area. Only one- four th o f  homesteads 
outs ide  the seven-county met ropo l i tan  area pa id  more than $397 i n  ne t  home- 
stead taxes i n  1978, compared w i  t h  three- four ths o f  the metropol i tan area 
homesteads a t  t h i s  l e v e l .  I t  i s  l i k e l y  t h a t  the Leg is la tu re  w i l l  cont inue 
t o  receive considerable pressure f o r  s tatewide a c t i o n  fo r  p roper ty  t a x  re-  
l i e f ,  p r i m a r i l y  because o f  h igher  taxes p r e v a i l i n g  i n  the Twin C i t i e s  metro- 
pol  i t a n  area. 

Some o f  the  reasons f o r  lower proper ty  taxes ou ts ide  the Twin C i t i e s  area are:  
(a) lower sa la ry  and serv ice  l e v e l s  i n  some loca t ions ,  (b) an a g r i c u l t u r a l  
m i l l  r a t e  c r e d i t ,  (c) a 1 per  cent piggy-back sales t a x  imposed exc lus i ve l y  
by the c i t y  o f  Duluth, and (d) a spec ia l  homestead c r e d i t  a v a i l a b l e  on the 
l ron Range, f i nanced by s t a t e  tacon i t e  taxes. 

2. The quest ion o f  what i s  " loca l "  adds t o  the problem o f  f inanc ing  redeve- 
lopment here -- A degree o f  l o c a l  e f f o r t  i n  p rov id ing  the necessary f inancing 
i s  a common ingred ien t  i n  any redevelopment p r o j e c t .  The terms "municipal" 
and " loca l "  have been used interchangeably. This  i s  usual 1 y  appropr ia te  
when the municipal border,encompasses e s s e n t i a l l y  the e n t i r e  urban area, such 
as i n  Rochester o r  Moorhead. But the s i t u a t i o n  i s  d i f f e r e n t  i n  the Twin 
C i t i e s  met ropo l i tan  area, where the loca t ions  which are  i n  acute need o f  re- 
development a re  located i n  m u n i c i p a l i t i e s  cover ing o n l y  a small p o r t i o n  o f  
the e n t i r e  urban area. The m u n i c i p a l i t i e s  o f  Minneapolis and S t .  Paul have 
been thought t o  be responsib le f o r  the " loca l "  f i n a n c i a l  support fo r  redeve- 
lopment o f  the Metropol i t a n  Centers ( the  downtowns and the immediate surround- 
i n g  area).  But the revenues which the cen t ra l  c i t i e s  commit t o  redevelopment 
c u t  i n t o  the revenues which otherwise would he lp  pay f o r  growing opera t ing  
expenses. Thus, the c e n t r a l  c i t i e s  seek h iqher  l eve l s  o f  s t a t e  a i d  fo r  the 
opera t ing  expenses o f  c i  t y  government, which, i n  tu rn ,  has produced consider- 
ab le  controversy because o f  genera l l y  h igher  s t a f f i n g  and sa la ry  l e v e l s  i n  
these c i t i e s .  Such a pecu l i a r  d e f i n i t i o n  o f  l l local"  f o r  purposes o f  rede- 
velopment would n o t  l i k e l y  be adopted elsewhere i n  the s ta te .  I t  i s  d i f f i -  
c u l t  t o  imagine t h a t  o n l y  the inner  c i t y  p o r t i o n  o f  a Rochester o r  a Moorhead 
would be ca l  l e d  on t o  prov ide the l oca l  f inanc ing  f o r  redevelopment o f  t he i  r 
c e n t r a l  areas. 



Three years ago, the  C i t i zens  League recommended a d i  r e c t  a i d  program t o  h e l p  
pay f o r  major redevelopment p r o j e c t s  i n  t he  metropol i t a n  area. I n  t h a t  s t a t e -  
ment the  League pledged t o  con t inue  t o  work on t h i s  issue, w i t h  p a r t i c u l a r  
emphasis on f i n d i n g  a revenue source f o r  major redevelopment f inanc ing  i n  t he  
Twin C i t i e s  area, and f o r  o t h e r  areawide serv ices ,  which i s  the  reason fo r  
t h i s  new statement.  

3. The 1979 L e g i s l a t u r e  i s  be ing  asked t o  p rov ide  a d d i t i o n a l  f inanc ing  
f o r  reg iona l  serv ices  -- The Me t ropo l i t an  T r a n s i t  Commission i s  seeking a 
$5 m i l l i o n  increase i n  funding from the  L e g i s l a t u r e  f o r  the  nex t  two years 
t o  h e l p  cover an a n t i c i p a t e d  d e f i c i t .  I n  a  separate t r a n s i t  request,  the  
L e g i s l a t u r e  i s  be ing asked t o  a u t h o r i z e  $9 m i l  1 i o n  i n  c a p i t a l  funds p lus  
about $500,000 annual l y  i n  o p e r a t i n g  ass is tance  f o r  a  proposed f i xed-gui de- 
way people-mover i n  downtown S t .  Paul. The Metropol i tan Parks and Open 
Space Commission i s  ask ing  f o r  another  $27 m i  1 1  i o n  t o  acqu i re  and develop 
more me t ropo l i t an  parks. I n  t he  f u tu re ,  t he  Commission may seek funds f o r  
opera t  i o n  and maintenance o f  these parks. 

4. I t  i s  l i k e l y  more proposals  r e l a t e d  t o  reg iona l  serv ices  i n  the  Twin 
C i t i e s  area w i l l  be presen'ted t o  the  L e g i s l a t u r e  i n  f u t u r e  years -- Two 
p o s s i b i l i t i e s  a re  me t ropo l i t an  s o l i d  waste d isposa l  and me t ropo l i t an  a i r -  
po r t s .  E f f o r t s  have begun bo th  i n  Hennepin and Ramsey Counties t o  b u i l d  
mu1 t i - m i  1 1  ion-do1 l a r  p l a n t s  t h a t  would h e l p  recover the usable value from 
s o l i d  waste. I t  i s  t o o  e a r l y  t o  know e x a c t l y  what k i n d  o f  a c t i o n  the  t e g i s -  
l a t u r e  w i l l  be asked t o  take. Wi th a i r p o r t s ,  the  issue may r e l a t e  t o  how 
t o  pay f o r  expansion o f  sma l le r  a i r p o r t s  around t h e  Twin C i t i e s  area, s i nce  
user charges a re  l i k e l y  t o  be s u f f i c i e n t  t o  pay f o r  major expansion planned 
a t  Twin C i t i e s  I n t e r n a t i o n a l  A i r p o r t .  I t  i s  l ess  c e r t a i n  t h a t  a i r l i n e s  w i l l  
pay the user charges needed t o  h e l p  expand smal le r  a i r p o r t s  which, i f  n o t  
u t i l i z e d  more, w i l l  produce ser ious  overcrowding a t  the  main a i r p o r t .  

5. Use o f  the  s t a t e  general revenue fund f o r  reg iona l  serv ices  i n  the  metro- 
p o l i t a n  area has some rea l  l i m i t a t i o n s  -- As needs f o r  me t ropo l i t an  t r a n s i t  
and park funds have increased, the L e g i s l a t u r e  has begun t o  app rop r i a te  d o l -  
l a r s  f rom the  s t a t e  general  revenue fund f o r  these purposes. This  has been 
l a r g e l y  a s a t i s f a c t o r y  arrangement so f a r .  T r a n s i t  and parks fund ing  i n  the 
me t ropo l i t an  area have "balanced" c e r t a i n  t r a n s p o r t a t i o n  and s t a t e  parks 
funding i n  t he  non-metropol i tan p a r t s  o f  t he  s ta te .  Consequently, a l l  p a r t s  
o f  the  s t a t e  have received shares f rom the  s t a t e  general  revenue fund. But 
needs a re  con t i nu ing  t o  grow f o r  f i n a n c i n g  o f  reg iona l  serv ices  i n  - the metro- 
p o l i t a n  area. I t  i s  n o t  l i k e l y  t h a t  the  na tu re  o f  these needs nor  t h e i r  
l e v e l  wi 11 necessari  l y  have counterpar ts  i n  the  non-metropol i tan p a r t s  o f  
the  s t a t e .  The L e g i s l a t u r e  should be p ro tec ted  from a s i t u a t i o n  i n  which t h e  
f inanc ing  o f  a  need i n  one p a r t  o f  the  s t a t e  r e s u l t s  i n  comparable expendi- 
tu res  au toma t i ca l l y  elsewhere i n  t he  s t a t e ,  s t r i c t l y  f o r  "balancing" purposes. 
A r i s k  e x i s t s  t h a t  t he  present system would r e q u i r e  more money be spent i n  
t o t a l  than a c t u a l l y  i s  needed. 

6. Absence o f  a  general  fund f o r  reg iona l  serv ices  requi  res a funct ion-by- 
f unc t i on  approach -- To date, the L e g i s l a t u r e  has acted on reg iona l  func t ions  
l a r g e l y  separate from each o t h e r .  What t h i s  means i s  t h a t  p r i o r i t i e s  on 
spending r e a l l y  a r e n ' t  es tab l i shed  by weighing t he  r e l a t i v e  va lue o f  one re-  
g iona l  f unc t i on  aga ins t  another.  I t  a l s o  i s  d i f f i c u l t  t o  determine the  t o t a l  
d o l l a r s  be ing  spent on reg iona l  serv ices  i n  t he  Twin C i t i e s  area, because 
expendi tures a re  n o t  assembled i n  one p lace  on a regu la r  bas is .  I n  1972, 



the C i t i zens League, i n  a repor t  on metropol i t a n  pub1 i c  improvements, f i r s t  
recommended t h a t  the Met ropo l i tan  Council should propose t o  the  Leg is la tu re  
an in tegra ted request f o r  f i nanc ing  a u t h o r i t y  on behalf  o f  the  region, both 
as t o  do1 l a r  t o t a l s  and funding sources. No a c t i o n  has been taken on t h a t  
p roposa 1 . 
A t o t a l  o f  approximately 2 3/4 m i l l s  i s  being l e v i e d  i n  the Twin C i t i e s  metro- 
po l  i t a n  area f o r  taxes payable i n  1979 f o r  regional  services, r a i s i n g  a t o t a l  
of about $22 m i  1 1  ion. The money i s  used: (a) t o  he1 p pay opera t ing  expenses 
o f  the MTC [I .742 m i  11s); (b) t o  pay p r i n c i p a l  and i n t e r e s t  on MTC bonds 
C.365 m i l l s )  and some regional park bonds ( .069mi l l s ;  ( c ) . t o  he lp  Pay the OPer- 
a t i n g  expenses o f  the Metropol i t a n  Counci 1 (.339 m i  11s) ; and (d) t o  pay the 
opera t ing  expenses o f  t h e  Met ropo l i tan  Mosquito Control  D i s t r i c t  (.I95 m i l l s ) .  
The prec ise  m i l l age  w i l l  vary s l i g h t l y  from county t o  county because o f  t ax  
equa l iza t ion .  The m i l l s  used here are  those which apply i n  Minneapolis. 
Each o f  these m i l l age  au tho r i za t i ons  i s  se t  independently o f  the o thers .  
Funds may not  be s h i f t e d  among the funct ions.  Separate appropr ia t ions  from 
the s t a t e  general revenue fund a l s o  are provided fo r  the  MTC and fo r  regional 
parks. As t h i s  statement was being prepared, the  Leg is la tu re  repealed another 
funding source f o r  a regional  serv ice  i n  the Twin C i t i e s  met ropo l i tan  area: 
a con t rove rs ia l  2% on-sale 1 iquor  t a x  intended t o  provide the Metropol i tan 
Sports Faci 1 i t i e s  Commission w i t h  back-up f inanc ing f o r  a new sports stadium. 
I n  1978 the tax  ra ised $4 m i l l i o n .  

B .  An oppor tun i ty  i s  present, i n  1979, f o r  the Leg is la ture  t o  take s i g n i f i c a n t  - 
ac t ion  on these ~ r o b l e m s .  

1. As i n  1971, when o the r  f u t u r e  problems were ant ic ipa ted,  several changes 
p -- I n  1971 the Leg is la tu re  took several 
steps which had the e f f e c t  o f  a n t i c i ~ a t i n q  d i f f i c u l t i e s  which might otherwise 
havk l e d  t o  a major property t a x  r e v b l t  i n  Minnesota. I n  t h a t  year the  Legis- 
l a t u r e  s i g n i f i c a n t l y  rearranged the formulas which provide s t a t e  a i d  t o  c i t i e s  
and schools, and increased the amount o f  a i d  d i s t r i b u t e d  through these formu- 
las.  It imposed s t r i c t  l i m i t s  on l oca l  property  t a x  increases and p roh ib i ted  
municipal sa les and income taxes. It passed a law p rov id ing  fo r  p a r t i a l  
shar ing  o f  the growth i n  metropol i tan area commercia l - industr ia l  property  tax  
base. F ina l  l y ,  i t  increased two major s t a t e  taxes, sales and income, t o  ac- 
complish a s i g n i f i c a n t  decrease i n  l oca l  property  taxes. 

S i m i l a r l y ,  today, i n  1979, the Leg is la tu re  i s  contemplat ing s i g n i f i c a n t  re- 
s t r u c t u r i n g  and reduct ion o f  s t a t e  income taxes. I t  i s  eva luat ing  poss ib le  
ways t o  reduce loca l  p roper ty  taxes. I t  i s  consider ing major modi f icat ions 
i n  the formulas which a i d  c i t i e s  and schools. The t ime i s ,  therefore,  par- 
t i c u l a r l y  appropr ia te  t o  make some adjustments i n  f inancing o f  regional ser- 
v ices i n  the  Twin C i t i e s  area t o  avoid more serious d i f f i c u l t i e s  i n  coming 
years . 
2. Much o f  the concern i n  the  1979 Leg is la tu re  i s  re la ted  t o  problems i n  the 
Twin C i t i e s  area -- A s i g n i f i c a n t  p o r t i o n  o f  the property tax  problem i s  cen- 
te red here. 'The Leg is la ture  must decide on s t a t e  appropr ia t ions  fo r  regional . .  . 
funct ions here. I t - i s  here, i n  the Twin C i t i e s  area, t h a t  the problem o f  
d e f i n i n g  l oca l  e f f o r t  f o r  f inanc ing redevelopment i s  most d i f f i c u l t .  Unques- 
t ionab ly ,  the most con t rove rs ia l  -- but  no t  the b iggest  i n  d o l l a r s  -- regional 
f inancing quest i o n  concerns a back-up t a x  f o r  the Met ropol i tan Sports Faci 1 i - 
t i e s  Commission. There now i s  no regional  f i nanc ing  context i n t o  which such 
an issue can be placed. I n  such a context,  i t  i s  no t  d i f f i c u l t  t o  see the 
controversy over an on-sale l i q u o r  tax  imposed i n  1977. Nor i s  i t  s u r p r i s i n g  
t o  see such a l t e r n a t i v e s  being proposed as a l i q u o r  tax  t h a t  would "b l ink"  on 
and o f f  i n  d i f f e r e n t  pa r t s  o f  the met ropo l i tan  area, depending upon the need 
fnr routantla 



C. - 
i n  the  metropol i tan area and adopt a general regional  t a x  t o  he lp  f inance them -- 
We suggest here a way which (a) does not  d imin ish  the  Leg is la tu re ' s  r o l e  i n  con- 
t r o l l i n g  the  f inanc ing o f  regional  funct ions,  (b) does not  r e l y  on property 
taxes, (c) develops the concept o f  a general budget f o r  regional  serv ices w i th -  
o u t  changing the  s t r u c t u r e  o f  regional  agencies, and (d) includes a s i g n i f i c a n t  
r o l e  fo r  the Met ropo l i tan  Council, the  governmental agency which represents a l l  
o f  the areawide i n t e r e s t s  o f  the people o f  t he  met ropo l i tan  area. 

1 .  The Leg is la tu re  would i n s t r u c t  the Met ropo l i tan  Council t o  present annual ly  
o r  b ienn ia l  1 y  a comprehensive advisory proposal which includes (a) a consol idated 
repor t  on proposed c a p i t a l  and opera t ing  budgets o f  regional  funct ions and ser- 
vices, d i sc los ing  a1 1 revenues and expenditures from whatever sources; (b) re- 
commendations on whatever l e g i s l a t i v e  ac t i on  would be requ i red  t o  r a i s e  the reve- 
nue necessary t o  f inance these budgets; and (c) recommendations on a l  l o t h e r  re- 
g ional  revenue needs t h a t  the Counci 1 f e e l s  are  necessary, i nc lud ing  such func- 
t i o n s  as f inanc ing the  redevelopment o f  the Met ropo l i tan  Centers and f inancing 
property t a x  re1 i e f .  

The advisory proposal would inc lude the budgets o f  the  Met ropo l i tan  T rans i t  
Commission, Met ropo l i tan  Parks and Open Space Commission, Met ropo l i tan  Waste 
Control  Co,mmission, Met ropo l i tan  A i r p o r t s  Commission, Met ropo l i tan  Sports F a c i l i -  
t i e s  Commission, and the Met ropo l i tan  Mosquite Control  D i s t r i c t .  

The Leg is la tu re  should i n s t r u c t  the  Met ropo l i tan  Council t o  prepare such an advis-  
o r y  proposa 1 regard1 ess o f  the arrangement the Leg is la ture  adop,ts fo r  f i nanci ng 
regional  funct ions and serv ices -- inc lud ing a re fusa l  t o  change the cu r ren t  way. 

The Leg is la tu re  would ac t  on the Counc i l ' s  proposal -- decid ing which needs are  
reg iona l  and what l e v e l  o f  f inanc ing i s  appropr iate f o r  these needs. Financing 
fo r  these regional  func t ions  and serv ices would come from two sources: (a) The 
cu r ren t  d o l l a r  l eve l  o f  funds going i n t o  metropol i tan serv ices from the s t a t e  
general revenue fund would be maintained. We do n o t  see any compel l ing reason 
f o r  the Leg is la tu re  t o  withdraw o r  reduce the present dol . lar  amount. (b) Addi- 
t i o n a l  revenues necessary t o  f inance regional funct ions and serv ices would come 
from a' general t a x  imposed i n  the metropol i tan reg ion  only.  

2. The Leg is la tu re  should adopt a fraction-of-a-penny increase i n  the s t a t e  sales 
t a x  t o  be imposed o n l y  i n  the 'met ropo l i tan  area. Receipts should be placed i n  a 
specia l  t a x  account t o  keep them separate from o the r  s t a t e  tax  rece ip ts .  The 
Leg is la tu re  m u 1  d determine the appropr iat ions from the specia l  account. A 3- 
cent increase i n  the metropol i tan area would ra i se  about $40 m i l l i o n  annual ly  over 
the next biennium, based on cu r ren t  p ro jec t ions  o f  sales t a x  revenue dur ing t h a t  
per iod.  

3. The revenue from a metropol i tan  sales t a x  could be used as f o l  lows: 

-- To replace cur rent  metropol i tan-wide t a x  lev ies ,  which could be as h igh  as $22 
m i l l i o n ,  i f  a l l  metropol i tan-wide property tax  l ev ies  were replaced w i t h  re- 
venue from a met ropo l i tan  sales tax.  This would provide property t a x  r e l i e f  
throughout the  metropol i tan area and he1 p reduce the d i  f ference between metro- 
p o l i t a n  and ou ts ta te  property t a x  lev ies .  

-- To f inance incremental increases i n  expenses o f  regional  funct ions, such as 
t r a n s i t .  

-- To he lp  pay f o r  major p u b l i c  c a p i t a l  p ro jec ts  and major pub l i c l y -ass i s ted  p r i -  
vate redevelopment p ro jec ts  i n  the metropol i tan area. 



4. Non-metropolitan regions a l s o  may have need f o r  revenues t o  f inance in -  
creases i n  e x i s t i n g  regional  func t ions  and serv ices  and i n  new regional  
funct ions and serv ices .  The Leg is la tu re  mainta ins the power t o  determine 
which needs should be financed by a regional  t ax  and which needs, because 
they are  c l e a r l y  s tatewide o r  r e f l e c t  a problem i n  a b i l  i t y  t o  pay, should 
be financed through s t a t e  general revenues. However, i n  no instance should 
the incremental expenditures fo r  a p a r t i c u l a r  func t ion  be f inanced through 
a regional  tax  i n  one region and through s t a t e  general revenues f o r  o ther  
reg ions. 

DISCUSSION OF RECOMMENDATIONS 

1 .  Homeowners on the  l r o n  Range receive an e x t r a  homestead c r e d i t ,  based on 
the shar i ng o f  tacon i t e  taxes -- A p o r t i o n  o f  tacon i t e  product ion tax  re- 
c e i p t s  i s  used t o  prov ide a t a c o n i t e  homestead c r e d i t  o f  up t o  $350 t o  home- 
steads i n  c e r t a i n  l r o n  Range areas. This c r e d i t  i s  deducted before a s ta te -  
wide homestead c r e d i t ,  pa id f o r  from s t a t e  general revenues, i s  appl ied.  

2. An e x t r a  1 per cent  sales tax  i s  imposed by the c i t y  o f  Duluth -- I n  1969 
the Leg is la tu re  gave Duluth permission t o  levy a 1 per cent  piggy-back sales 
tax, w i t h  the revenues used f o r  c i t y  government purposes. I n  e f fec t ,  the  
revenues from t h i s  t a x  enable Duluth t o  f inance serv ices t h a t  otherwise would 
be paid f o r  from higher  p roper ty  taxes. I n  1971 the Duluth t a x  was 'grand- 
fathered '  i n  when a p r o h i b i t i o n  on f u r t h e r  municipal sa les o r  income taxes 
was imposed. 

3. The Twin C i t i e s  area has been t rea ted  as a u n i t  i n  a s tatewide municipal 
a i d  formula -- For the past e i g h t  years the  s t a t e  municipal a i d  formula has 
recognized the ex is tence of the Twin C i t i e s  area as a s i n g l e  u n i t  f o r  pur- 
poses o f  d i s t r i b u t i o n  o f  a ids .  I n  the  80 non-metropol i tan count ies,  a i d  i s  
f i r s t  apport ioned t o  each county area on a popu la t ion  basis .  I t  then i s  d i s -  
t r i b u t e d  among the c i t i e s  and townships i n  each county by formula. The seven 
metropol i tan count ies a re  t rea ted  as one county, i n  e f f e c t ,  f o r  purposes o f  
the  a i d  formula. A per  c a p i t a  d i s t r i b u t i o n  i s  made t o  the met ropo l i tan  area. 
Then t h a t  amount i s  d i s t r i b u t e d  among the c i t i e s  and townships i n  the metro- 
p o l i t a n  area as i f  they a l l  were p a r t  o f  the same county. 

As noted e a r l i e r  i n  t h i s  statement, several  spec ia l  taxes f o r  regional  ser-  
v ices  have been adopted by the  Leg is la tu re  f o r  the me t ropo l i t an  area. 

B .  The need now i s  f o r  the  Leg is la tu re  t o  t r e a t  the  Twin C i t i e s  area as a com- - 
munity and t o  ge t  the area 's  f i s c a l  house i n  o rder  f o r  regional  serv ices -- I t  
i s  important t h a t  we not be misunderstood. The met ropo l i tan  area i s  needed t o  
he lp  pay i t s  share -- based on the resources located here -- o f  those serv ices 
which are  statewide i n  charac ter .  This  should be cont inued i r r e s p e c t i v e  of  
whether the met ropo l i tan  area happens t o  r a i s e  more money than a c t u a l l y  i s  spent 
on serv ices  de l i ve red  here. A s tatewide funding approach f o r  s tatewide serv ices 
i n e v i t a b l y  requi res t h a t  some p a r t s  o f  the s t a t e  wi 1 1  c o n t r i b u t e  p ropo r t i ona te l y  
more than others.  

But our concern i n  t h i s  statement goes t o  those problems which are  e s s e n t i a l l y  
conf ined t o  the met ropo l i tan  area. 



1. F ive opt ions were a v a i l a b l e  f o r  us t o  consider: 

-- Mainta in the s ta tus  quo, w i t h  the Leg is la ture  cont inu ing t o  e s t a b l i s h  the 
revenue/expenditure p o l i c y  f o r  each regional  funct ion, independent of the 
other .  

-- Mainta in the s ta tus  quo, w i t h  one modi f i ca t ion ,  t h a t  the Met ropo l i tan  
Council make an annual o r  b ienn ia l  proposal t o  the Legis lature.  

-- Uni fy  revenue/expenditure p o l i c y  f o r  regional  serv ices by p rov id ing  t h a t  
the Leg is la ture  impose a regional  non-property tax, t h a t  t he  Leg is la tu re  
decide the  appropr ia t ion  o f  the  funds from the revenues from t h i s  tax, and 
tha t  the Met ropo l i tan  Council make an annual o r  b ienn ia l  proposal t o  the 
Leg is la ture .  

-- Provide t h a t  the  Legis1ature.would impose the  regional t a x  but  t h a t  the  
Met ropo l i tan  Council decide on how t o  apport ion the  revenues. 

-- Provide t h a t  the Met ropo l i tan  Council be g iven a u t h o r i t y  t o  levy the  tax  
and apport ion the  revenues. 

2. 1- 
r a i s i n g  o r  revenue-d is t r ibu t ion  a u t h o r i t y  -- E i t h e r  o f  the  l a s t  two opt ions 
above would have the e f f e c t  o f  s h i f t i n g  from the Leg is la tu re  t o  the  Council 
author i t y  over revenues and/or expendi i u res  . The s;rongest reason aga i n s t  
consider ing such a step i s  t h a t  the Council i s  non-elect' ive. However, we 
would n o t  necessar i l y  make a recommendation t h a t  the  Council be g iven revenue- 
r a i s i n g  a u t h o r i t y  even i f  i t  were e l e c t i v e .  The Leg is la tu re  must remain i n  
cen t ra l  con t ro l  o f  the o v e r a l l  t a x  p i c tu re .  I t  i s  possib le we might support 
g i v i n g  the Council a u t h o r i t y  over apport ioning revenues i f  i t  were e lected.  

3. 1 
the -- The f i r s t  op t ion ,  o f  course, would make no change i n  
the present system. The'second op t ion  would on ly  provide t h a t  the  Council 
make a proposal. The Leg is la ture  would cont inue t o  make revenue/expenditure 
decisions on each regional  serv ice  separate from the other .  

4. Our p re fe r red  op t ion  i s  the  middle ground -- The t h i r d  op t ion  above keepss 
the Leg is la ture  i n  the cen t ra l  r o l e  o f  r a i s i n g  revenue and making appropria- 
t ions .  I t  makes i t  poss ib le  f o r  the Leg is la ture  t o  un i f y  the  system through 
a general regional  tax. I t  provides a r o l e  f o r  the Metropol i tan Counci 1 t o  
make proposals t o  the Leg is la ture ,  which i s  what the  Counci 1 was created t o  
do i n  the f i r s t  p lace -- t o  he lp  the Leg is la tu re  w i t h  decis ions t h a t  must be 
made i n  the metropol i tan area. 

D. The Met ropo l i tan  Council i s  beginning t o  show increased i n t e r e s t  i n  the f inan-  - 
c ia1  problems o f  the metropol i tan area -- I t s  recent1 y-adopted l nvestment Frame- 
work document i s  designed t o  develop b e t t e r  understanding o f  the t o t a l  overlap- 
p ing  governmental debt o f  the region. A specia l  Ful ly-Developed Areas Task Force 
o f  the Met ropo l i tan  Council recommended a reinvestment fund t o  a s s i s t  i n  redevel- 
opment o f  o l d e r  areas. Most recent ly ,  a renewed i n t e r e s t  i n  tax  and finance 
matters has been pledged by Charles Weaver, new chairman o f  the  Met ropo l i tan  
Council. This i n t e r e s t  a l so  i s  re f l ec ted  i n  o the r  new appointees t o  the  Council. 



1. W h a t  i s  the urgency for a regional tax now? To. he1 p the Leg is la tu re  w i  t h  
some of  i t s  most vexing problems o f  f inanc ing  serv ices.  Four major issues 
i n  f r o n t  o f  the 1979 Leg is la tu re  could be addressed by t h i s  proqosal: the 
problem o f  the met ropo l i tan  l i q u o r  tax,  the f inanc ing  for  the downtown 
people mover, metropol i tan proper ty  t ax  re1 i e f ,  and f inanc ing  o f  major re- 
development p ro jec ts .  And, i n  the process, the Leg is la tu re  can b r i n g  some 
r a t i o n a l i t y  t o  the system o f  f i nanc ing  serv ices  i n  the  met ropo l i tan  area. 

Why the sales tax? We want a general,  non-property source o f  revenue, and 
we fee l  a sales tax  i s  p re ferab le  t o  an income t a x  surcharge f o r  f inancing 
the serv ices o u t l i n e d  i n  t h i s  statement. The income tax  i s  more d i f f i c u l t  
t o  adminis ter  on a sub-state basis ,  because o f  the problems such as whether 
t o  tax  income based on l o c a t i o n  o f  residence o r  l oca t i on  o f  employment. 
Also, we a re  aware o f  considerable concern over the o v e r a l l  l eve l  o f  the 
income tax  i n  Minnesota today. By cont ras t ,  Minnesota ranks among the n a t i o n ' s  
lowest i n  sa les tax  c o l l e c t i o n s .  F i n a l l y ,  the Duluth sales tax  provides some 
precedent f o r  use o f  t h i s  source on a sub-state basis .  

We want t o  make i t  c lea r ,  however, t h a t  our  proposal i n  no way supersedes our  
long-standing oppos i t i on  t o  municipal sales o r  income taxes i n  the Twin C i t i e s  
area. Areawide impos i t ion  o f  such taxes overcomes the negat ive impact on de- 
velopment and equ i t y  which would e x i s t  i f  m u n i c i p a l i t i e s  i n  the area were t o  
capture revenues from sales o r  incomes w i t h i n  t h e i r  own borders. 

A &-cent imcrease i n  the s t a t e  sales tax  would generate about $40 m i  1 1 ion  a 
year i n  the met ropo l i tan  area. A 7 per  cent  surcharge on s t a t e  i n d i v i d u a l  
income tax  c o l l e c t i o n s  i n  the met ropo l i tan  area would r a i s e  approximately the 
same amount. 

3. Wouldn't tuxes be lower i f  the regional tax were not imposed? No. The ques- 
t i o n s  we are  fac ing  i n  t h i s  repo r t  concern how t o  pay f o r  func t ions  the 
Leg is la tu re  determines should be financed. We b e l i e v e  the greater  re l i ance  
on regional  sources f o r  regional  funct ions,  combined w i t h  a system which en- 
ables p r i o r i t i e s  t o  be s e t  more r a t i o n a l l y  among competing funct ions,  w i l l  
mean fewer do1 l a r s  wi 1 1  b.e spent than i f  no change were made. 

4. W i l l  t h i s  change encourage people to  move outside the metropolitan area? No. 
Property taxes have been h igher  i n  the met ropo l i tan  area than ou ts ta te .  This 
proposal would reduce those d i f fe rences.  We doubt the sales tax  has anywhere 
near the impact on people's choices o f  where t o  l i v e  as the proper ty  t a x  does, 
and c e r t a i n l y  no t  a t  the l e v e l s  o f  d i f ference envisioned i n  t h i s  repor t .  

5. Won't non-metropolitan area residents have to pay extra for purchase o f  tax- 
able items i n  the metropolitan area? For some purchases, yes. I f so, t h i s  
could encourage them t o  do more of  t h e i r  shopping a t  home. The law cou ld  
prov ide t h a t  non-metropol i tan  area res idents  o f  the  s t a t e  could be exempt 
from the h igher  t ax  f o r  major purchases, such as a car ,  where proof o f  r e s i -  
dence i s  obta inable.  Groceries and c l o t h i n g  a re  exempt from the s t a t e  sales 
tax  and a l s o  would be exempt from a met ropo l i tan  piggy-back tax. 

6. Doesn't the proposal undercut e f for t s  to  give the metropolitan area a fair  
share o f  state general revenues? No. According t o  our  proposal, the e x i s t i n g  
commitment o f  s t a t e  general revenues f o r  met ropo l i tan  t r a n s i t  and met ropo l i tan  



parks would continue a t  present leve ls  and not  be reduced o r  eliminated. Le- 
g i s l a to r s  recognize that  such f inancing continues t o  be necessary t o  assure 
equi table treatment o f  a l l  parts of  the s ta te  f o r  essent ia l  programs o f  trans- 
por ta t ion and recreat ion/open space. But, as the need f o r  f inancing grows 
f o r  regional services la rge ly  confined t o  the metropol i tan area, we th ink  the 
area i t s e l f  -- not  s ta te  general revenues -- should be the f i r s t  source o f  
provid ing such addi t iona l  f inancing. As a resu l t ,  statewide taxes can be 
lower than i f the s ta te  general revenues were used, because less statewide 
spending would be requi red. 


