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¥ollowing is the recommendstion of the Committes on Taxation and Finance
of the Citizens Leegue on the proposals to increase the authorized millage
of Minneapolis? Current Expense Fund by four mills and to authorize the City
Council broad new taxing powers (the so-called “seven cities™ bill). This
recommerdation was concurrsd in by the League's Board of Directors.

1. The committee is not convineed of the desirability of granting the
‘Minneapolis City Council broad authority to levy taxes as provided in the
proposed "seven cities™ bill drafted for submission to the 1953 Lev1slafure.

2. The Committee is in the midst of a comprehensive ten-ysar p;cgbct;on of
he City's financial needs end resources end is not yet in a positlon to present
1ts recommendations for a considered solutlon to the City's revenue problem,

3. 1t appears to the Committee that regardless of what action is taken by
the 1953 Legislature on the City's financial powers, there is 1little likelihood
for action scon enough to yield the City enough revenues to meet the additional
expenditure needs that are claimed unless some new type of tax is authorized.
The Committee is opposed to such action because it is not convi:ced that the
Couneil should have broad authority to select & new tax and no one has mede a
good cege for a specific new tax. It thersfore believes that thh City will have
to get through 1953 with its present revenues.

The Committes believes the 1953 Legislature should authorize the City to
levy, for two yeers only, an additional ad valorem tax on property up to four
mille, The Cluv should levy only such part of this additional mill levy as is
needed to meet the demonstrated needs of the various sgencies under City Council
jurisdiction. Grenting of such authority should not alter the City Council's recen
pelicy of reducing the net outstanding debt by two or three million dollars
snnuelly. This conclusion assumes that there is a valid need for edditional
revenue svt the Committee has not itself attempted to paus on this guestion.
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TO INCREASE THE AUTHORIZED
T EXPENSE FUND BY FOUR MILLS
1F CITY TO LEVY NEW TAXES

What_are the proposals?

a. The increase in the authorized mill levy for the Current Expense Fund

The present charter limit on the Current Expense Fund levy is 11 mills, Past
legisiative action to compensate for the loss of revenue from the money and credits
tax and homestead exemptions permits the levy to be 13.475 mills in 1953, The bill
lrzquested by Minneapolis City Council would add another four mills to the authorigzed
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b, The enabllng tax proposal ("seven clties" revenue proposal.)

This proposal, preparad by the Spacial Revenues Committee of the Cities of the
First and Second Class, would permit those cities (Minneapolis, St. Paul, Duluth,
Rochester, St, Cloud, Winona and Austin) to levy any tax on persons, transactions,
eccupaulons, pri vilegas and subjects, with the exceptions noted below., The proceed:
could be placed in any appropriate fund and used for any authorized municipal pur-
pose.

Limitations are:

1, The propoaal would not authorize an ad valorem properiy tax; any tax pro-
hibited by Constitution or law; or "any tax on manufacturing, mining, processing,
trans-shipping, storing or wholesaling products for transportaulon or sale beyond ti
corporate limits of the city; but thls exemption does not extend to the income of
individuals derived from engaging, or being employed in such businesses."

2., 1If the City Charter requires a referendum, or seven psrcent of the registe:
voters petition, any new tax adopted by City Council would have to be submitted to
the voblers. A majgrity of those voting at the referendum is needed for approval,

3. If the total of taxes levied under the proposal exceeds $i0 per capita in
yield, the excess must be applied to reduce bonded indebiedness or to reduce the
permiseibis property tax levies. The limit of $10 per capita is $5,217,180 in
¥inneapciia. : -

L. At least 25% of the yield of such taxes must be used for debt reduction.
s Lhan 257 is enough 1o cover debt requirements, the remainder mist be used %
: the gsneral property tax levied for other purposes.

05 are possible under this authorizationd

above, any tax is possible. AL

ng of the Committes on axgi on and 7

L L% tax on electris and telephone bills. DRetinaled yield « I
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2, Whee.,age tax of %10 per passenger vehicle, 5 per truck.  Estimated yield
~$1,Soooooa - = R | o

3, Payrol) or gross earnings tax. Estimated yleld at 1% rate - 57,000 000 to -
$10, 000,000,

ho 5% tax on hotel room bills. Estlmated yield (if levied cnly on rooms rent-
ing at rate over §2.00 per day) - $500,000, -

¥hat is th‘e status of the two prcposals?

Minneapolis City Council has officially requested passage of the four mill
levy increase. The Hemnepin County Senate and House delegations have not taken
‘action, and no bill has been introduced as yet. :

. The "seven cities" bill has recéilved the endorsement of the sewven cities, but
no b111 has been introduced in either house as yeto

The need for additional revenne

, Although under the ¥seven cities® bill, taxes could be levied to benefit

"any appropriate municipal purposes,® this preposal; as well as the proposed in-
crease in the Current Expense Fund millage, is regarded mainly as a means of getting
funds for the agencies under the City Council. These consist of all City depart-
‘ments other than the Park Roard, Library Board, Beard of Estimate and Taxation and
the Board of Educztion. They are financed out of the follawing operating funds:
Current Expense, Permanent Improvement, Strset and Traffic Msintenance, Public Welw
fare, Hospitals, Civil Service Commission and Civil Defense.

The immediate neod

The 1953 budgets for these funds may be summarized as follows:

Eacess of
Estimated Other =~ Total Appropr over
Property Rectpts & Rec!pis & Pec'pts &
Fund Appropr Tax Rec!pts Balances Balances Balances
Current expense  $8,600,l61 §L,527,079 $3,503,7i5 $8,Lk70,79k  $129,667
Perm imprvmt 1,129,953 933,009 196,94k 1,129,953 e
St & trfc mbce 1,162,289 933,000 529,280 1,L62,289 -
Public welfare 1,683,353 1,400,371 25h,L76 1,654,847 28,506
Hospitals . 35237,70L 1,867,684 1,332,k22 3,200,106 37,598
Civil serv comm 6l,896 58,212 6,733 6l 9h5 =
Civil defense 69,950 69,87k 1,770 71,645

In three funds appropriations exceed estimated receipts and balances. The
budget shows these budgeted deficits as "Estimated Edjustment in Revenuss and/or
Expenditures.”

For the first five funds listed, the property tax is at the % of the per-

limid
3.4 7‘? 3 Permament
-

missibls 19‘::{ 3 *ﬁit’x the follewing mil;anes. Current. hr*en.xa e 13
Twprovement -- 2,805; Street Traffic and Maintensze - 2.8053 Public T’cl:.are o
5.21: 2nd Hes i‘tals -= 5,615,
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Since adoption of ths 1953 budgei, ordinances have been approved providing
for a §26 a month cost of living $alary increase for employess under City Council
Jurisdiction, with some exceptions. The City’'s Research Englneer estimated that,
assuming continuation of the number of capioyses provided for in the 1953 budget.
the salary adjustment would require the following additional fundss

Current Expense, Permanent Improvement, Street Traffic and
Maintenance, Civil Service Commission and Oivil
Defense funds:

2,278 full time employees $710,736
699 half time employess 109 ,0lL

Public Welfare and Hospitals funds:

981 full time employees 306,072
147 half time employees - 22,922
$1,1L8,78L

Were these salary increases to be paid without adjustment in revenue or expend-
itures, funds for salaries would be exhansted some time in the latter part of Nov~
ember 1953. The ordinances granting the salary increases to all employees except
those under the City Engineer provide that the increases shall be psid without
reducing personnel, The ordinances specify that the City Engineer shall pay the
increases in his department (involving about 480 full time and 240 helf time em-
ployees) out of available funds. Accordingly, he has taken steps to reduce personmn:
by cutting down on services.

The long run neesd

At the request of members of the Hennepin County legislative deiegation, the
City Hesecrch Enginesr prepared a statement of needs and demends in Minneapolis
requiring a broader area of local taxing powers, In addition to the salary adjust-
ments already granted and mentioned above, he estimated the followirg urme® needs:

1. Additional public safety persomnel
142 police, 38 firemen @ $3,816 each $686,880

2. Recurring amual needs for permanent improve-
ment, such as storm drains, city portion of
paving, sewer, sidewalk, curb and gutter,
major equipment 1,000,000

Also shorm were demands for additional non=property tax revenue, either to
aveid borrowing for current expenses or to relieve the property tax. These were as
ZTollows:

1. Reductiocn in property tax rate for fixed charges on
pensions and debt o
10 mills & $339,408 per mill $3,39L,080

2, Gurrent financing of pcor relief instead of
bond iasues, at present levels . 1,200,000




3. Current finsncing «f schocl rehabilitation instead ) ﬁ
of bond issues : $1,764 ,000

The total of these needs for additional revenues; jncluding the $1,1L8 ?&:
estimated for the salary adjustrent, is $9,193,7bL. The Re%c. ch Engineer noted th
the above list did not inciude ac‘.d».tional d.emaads for health, welfare and othev
services, :

l’xa
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The mill levy for the Current Expense Fund

Thera appear to be iwo main reasoms for seeking an increase in the Current
Expense Fund: (1) the belief that this le vy has not shared in increases grngufd
other City operating levies; (2) ths belisf that such an increase would jrovide
"insurance® in the event the broad enabling tax bill is not enacted and is iccted
hv the voters, even tnoug‘z the mill levy increass could not becoms effective to in-

rease revenue until 195k, '

On the question of "insurance", it may be noted that additional revenves
tvhe Current Expense Fund could be used to benefit the & her funds affecisd i
salary adjusimente menticned above. This would result either from transit
roney from the Current Expense Fund or the transfers of funcitions, such as st

maintenance; to the Current Expense Fund,




Committee on Taxatic ! Finance
Some a. e . e wpa-iws o Uhe proposed bill to breaden the seven cities’
taxing powers.

PR

1. It is better to have local discretion (home rule) in levying of taxes than
tc have to rely on a legislative body composed of many people not residents of the
lozal community because the direct representatives of the local voters should decide
how they are to be taxed,

2. The provizsioen for a refersn3iy restrains 'rovernjng bedies from foolish
action.

3. $10 per capita limit (with excess revenue to go to debt retirement or re-
duction of property tax levies) also places some restraint on local governing bodies,

ko Will permit reln.ef of property tax which is generally regarded as high
enough .

5. Will authorize imposition of taxes which reach non-residents of cities,
6. Will permit diversification of the tax base.

7. Requirement of use for debt reducticn up to 25% of yield will reliieve
preoperty tax.

8. While there may be some question of the amount of added revenue needed and
while the Committee did not attempt to consider the possibilities of improvements
in effid ency, sufficient evidence of the need for added revenue exists to make it in-
advisable to refuse to grant any additional sarce of revenue,

9. Because of the unpopularity of new taxes, any councll will be cautious in

authorizing a new tax, even though it has the power ard the power is subject to check
by referendum.

con

1. GCovermmental reorganization and improved efficiency should precede the grant-
ing of more rsvenue powers,

2. Complete home rule in taxation is not desirable, While it may be desirable
to give the local governing body considerable freedom in determining the amount of
taxes to be levied; it is not desirable to give them broad authority in selecting
the subjects of taxat:.onn This is becsause:

{a) The citizens should not be subjected to multiple forms of taxation and
an orderly system of taxation can best be maintained "~ the general areas of
taxation are controlled by the state, '

(b) An equitable tax system requires considera Lim of taxes imposed by all
levels of govermment., While the relation between the Fedaral and state systems
is pt‘imari'ly’ on a voluntary basis. the state gho.ﬁﬂ retain its E::_sh\,ar- cal oon-
tral over the typs of taxes imposed by local uniis of government®.

£5
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(e) It is conceivable that soze forms of taxation selected by the local
units of government might adversely affect the tax revenues of the state.

(d) A local unit of government might be more inclined Lo select a pariicular
class or industry to subject io discriminatory texation than would the state
because the mere fact of a greater geographical area in a state enhances the
possibility that a particvlar cliss or industry will be sufficiently numsrous
to make its voice heard, whersas in a particular local unit of government it
may be in such a mincrity as to hnve no real political power.

(e) While the propssed bill now contains a limita pg]__c;able t0 manu-
factumng or whelesaling busmessas s designed to meet in p art the objection
noted in {d) above, it is difficult to evaluate this i:.m:r.uatlor' anmd if it is =
substantial limitation it would seem preferable to authorize specific taxes
rather than to phfase the authority in general terms subject to general limita-

tions.

(£) Tre Committee was unable to find a state which granted such broad author
ity to its cities to levy taxes, although Pennsylvania grants many of its cities
the power to levy taxes the state does not levy. However, a complete investi-
gation of grants of taxing power to cities was not made. ’

3. 'Although any tax measure adopted by the City Council is subject to a refer-
endum under the proposed bill, this would not protect non-residents who might be
wxed. Furthermore, there is serious doubi as to the desircbility of a referendum
on the question of type of taxes to be levied, since pecple are unlikely to vote
object 3.ve1y on the question of taxing thﬁmaehes even when they have the necessary
information., The prcblem of giving the people the necessary informition to vote in-
telligently on this question also is unusually difficult. It, therefore, is argued
that the type of taxation should be selected by representatives of the D\,Oi)le without
a direct voie by the people on the question. This would be true even if the Legis-
lature gave the city some choice as to type of taxation. The mere exisience of a
referendum may have an undesirable effect on the Council in selecting the type of taz
to be levied because the Council will exercise its judgment as te the best type of
tax to bs levied in the light of its opinior as %o the chances of defending the tax
against a direct attack at the palls, It is believed that the indirect attgck on the
tax arising out of the fact that the members of the Coancil mueb ..vanfi Zor election i3
adequate protection against umwise action by the founeil.

L. Increasing expenditure commitments far beyond the available revenues is
poor fiscal policy, and should not be g:x.ve'l endorsemant ‘y granking power to ralse
new taxes. ,




Committee on Taxation ard Finsice

Some arguments for and against the propossal to increase the authorized millage
for the Current Expense Furd by four mills-

PRO

1. The 1953 budget as adopted waes out of balance ard did not provide for
cost-of-living salary adjustments that have since been voted.

2, The bill would authorize a four mill increesse in ths levy, but would not
require it.

3o By transfers of functions or funds, the increase can benefi} other City
-Council funds that need additicnal revenuss.

con

1. Governmental reorganization and improved efficiency shculd praceds inereazes
millage levy,

.2:; Property tax rate is alrsady too high, resuliing in businassss and regidents
leaving the City. ,

3. Other scurces of revenue should be found if sxpenditurss zre increased.

ke If a tax 1imit increase is necessary, it cught to be
action through Charter smendwent rather than by action of the Suc




