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7 ~ r e s e f i t  stat-us of the  Board of Estixate and Taxation -- 
Beason fo r  establishnent 

The Board of Estimate and Taxation was established by the  leg i s la ture  
i n  1919 f o r  th ree  reasons, (1) t o  re l ieve the  l eg i s l a tu re  of much time- 
consunling loca l  l eg i s la t ion  i n  s e t t i ng  li?imeapolis t a x  levies  and 
authorizing bond issues;  (2) to provide centralized acd improved f inancial  
supervision i n  the  City over t h e  numerous separate governing bodies; (3) 
to  remove fin.ancia1 control from a Ci ty  Council which was regarded a s  too 
po l i t i c a l .  The l eg i s l a t i ae  a c t  creat ing the Board was incorporated i n  
the  'City Chzrter adopted ir, 192@, 

The Bmrd consis ts  of t he  Mayor, Comptroller, chairman of t h e  Ways 
and P'Ieans Comit tee  of City Council, one representative each from and 
chosen by t h e  School Board and the  ?ark Board, and two representatives 
of the  public, e lected f o r  four year overlapping terms. 

Fowers and dut ies  

1. To ailthorize maximum l imi t s  t o  permissible tax levies  and prepare 
the annual budget estiniate f o r  t h e  City. 

2. To s e l l  and issue,  on request of City Council and various governing 
boards, bonds f o r  cap i ta l  im~rovement s. 

3. To approve o r  s e t  as ide  the  issuance of bonds f o r  local  purposes. 

4. To authorize t h e  t ransfe r  of funds from one appropriation t o  another 
v i t h i n  a department. 

5. To employ s t a f f ,  and levy a t a x  not  over ,067 m i l l  per year  fo r  
i t s  ovm purposes. 

Performance 

Tax levies:  The significance of the  Board's potnIer t o  s e t  the maximum 
on t ax  lev ies  is reduced by several  fac tors ,  Thirteen of the  28 lev ies  
under i t s  Surisdiction are  mandatory, e i t h e r  by s ta tu tory  provision, court 
decision or  the nat:~re of the levy (debt funds). Of t h e  remaining 15 lev ies ,  
tiie f ive  major operating levies  under City Council have been a t  t h e i r  legal  



maxima sirice 1946. The levy f o r  -the S t r ee t  Forestry Fund has been a t  the 
maximum much longer. The levy fo r  Poor Relief i s  going in to  e f f ec t  i n  
i n  1954, and it i s  l i k e l y  t o  be a t  i t s  maximum. The l ev i e s  for l i b r a r y  
acd Park and Playground funds a r e  within f rac t ions  of t h e i r  l imi t s ,  The 
Civi l  Cefense Fund has a small levy (.35 maximum i n  1953). The Idunicipal 
enployees Re t i r eme~ t  Fund levy has been reduced i n  recent years below t h e  
a ~ o u n t  requested, but there  i s  sorile ground for  believing t h i s  levy i s  
a1 so ~anda tory .  The Civi l  Service Fwd levy has no maximum and has been 
xaripuiated by the  Board but it i s  a r e l a t i ve ly  small pa r t  of t o t a l  City 
millage (.175 out of 108.45 t o t a l  i n  1953) 

Eond issues:  The Board i s  r e s t r i c t ed  i n  authorizing bond issues by 
t h e  requirement t h a t  it can only incur a s  much deb t  a s  i s  approved by 
City Council. Eoth are  l imited by a s ta tu tory  debt l i m i t ,  though 
ilIinneapolis debt has not a2proached t h e  l i m i t  i n  recent years. 

The League s t a f f  recently analyzed t h e  Board's exercise of the bond- 
issuing power i n  the  past  s i x  years,  and concluded: 

"The Board of Estimate and Taxation, with t h e  power t o  issue bonds 
below bat  not above the  arnount;~ requested by C i t y  Council and the four  
b o ~ r d s   ducat ion, Park, Library and Public ;'felfare), a c t s  a s  a brake on 

t h e  C i ty l s  incurring of debt. Bowelrer, judging by the amount of bond 
issues  asproved by the  Soard from 1947 t o  1952 a s  compared with t h e  amount 
requested by C i t y  Council, a considerable amount of pruning of requests 
i s  done by C i t y  Council before the requests reach the  Board. Such pruning 
may be dorie a f t e r  consultat ion with the Board of Estimate and Taxation t o  
es tab l i sh  the amowit of bonds the  Board i s  l i k e l y  t o  approve. Yet it 
seems qui te  c l ea r  t ha t  i n  recent years City Council has taken t h e  leadership 
i n  the Ci ty 's  durrent debt policy,fl 

A considerable amount of the  time of the  Board Staff  ( ~ o a r d  Secretary 
asd h i s  s ec re t a r i a l  stenographer) i s  devoted t o  t he  d e t a i l s  of bond sales .  

Bcr2s for  loca l  purposes 
In  ar, a r t l c l e  13 t he  ~\lat ional 1,iunicipal Review some years ago, 

George I$, Link, long-tine secretary of the Board said:  l l ~ h e  Boardt s 
author i ty  over t!le issue of bonds for  local  improvements was r e s t r i c t e d  
t o  such projects  a s  a re  financed i n  par t  by general taxation,  the board 
having no author i ty  over issues t o  be financed i n  f u l l  from special  
assessment." 

Staff  analysis  of Board act ion on loca l  improvement bonds(~lwe1l's) 
from 1347 - 1952 revealed no instance where t h e  Board s e t  as ide  t h e  
ac t ion  of t he  Ci ty  Council i n  approving the  proceeding. 

Transfers: George LirJc said: "Rights of the b a r d  over t r ans fe r s  of 
fucds i;lere Lever f u l l y  tested. The terms of t h e  l eg i s l a t i ve  a c t  creat ing 
the  board were qui te  ;ague a s  t o  such povrers, so vague t'nat t h e  c i t y  
a t t o rne ;~  expressed doubt t h a t  t he  board had any r ea l  authority. Hence, no 
de f in i t e  attempt was made to  exercise t h a t  jur isdic t ion,  For a time t h e  
board did attempt t o  exercise control over appropriations,  expenditures, etc. , 
on the theory tha t  such control was good business a d  hence would be accepted. 



T h ~ t  acceptance did e x i s t  a t  t h e  t i n e  such controls  were i n s t a l l e d  and 
coz-kiaued u n t i l  t h e  movement was s t a r t e d  by t h e  public school i n t e r e s t s  
t o  break t h e  control  of t h e  board over school t a x  levies.  When t h a t  
e f f o r t  proved successful  t h e  board discontinued a l l  e f f o r t s  t o  exerc ise  
any a u t h o r i t y  except t h a t  necessary to t h e  performance of t h e  d u t i e s  c l e a r l y  
ves te5  i n  t h e  board...... n 

Analysis of t h e  six-year period 1947-1952 revealed the  only types  of 
t r a n s f e r s  passed or, by the  Board of Estimate and Taxation involved t r a n s f e r s  
of unexpended balances of  bond funds from one spec ia l  purpose of a 
departnient t o  another purpose of t h a t  same department. 

Preparat ion of budget est imates:  The major duty of t h e  Board's paid 
s t z f f  is the  compilation of annual budget es t imates ,  which a r e  used 
espec ia l ly  by  c i t y  Council and the  BoaFd of Estimate and Taxation, and 
t h e  annual r epor t  of f i n a n c i a l  s t a t i s t i c s .  The Board has es tabl ished a 
uniform c l a s s i f i c a t i o n  of accounts fo r  budgetary purposes. 

Summary: I n  sum, the Board of Estimate and Taxation has a r e l a t i v e l y  
minor e f f e c t  on t h e  control  of 'ity t a x  r a t e s ,  c h i e f l y  because of mandatory 
l e v i e s  and t h e  f a c t  t h S  most t a x  funds requ i re  t h e  levy of t h e  maximum 
permissible levy. Ti;e Board has a negative control  on bond i s sues ,  b u t  
t h i s  has become l e s s  importarrt a s  C i ty  Council has taken g rea te r  
leadership i n  debt  policy. The Board has KO power t o  control  expenditures. 
I t s  small s t a f f  is  occupied wi th  administrat ive d e t a i l s  of compiling 
budget est imates and f i n a n c i a l  s t a t i s t i c s  and conducting bond sa les .  

The proposed Charter  amendment 

Board members and t h e i r  compensation 

The Board would be increased from seven to nine members. The President  
of t h e  Library Board, o r  such o the r  member thereof a s  t h e  Library Board 
might designate,  and one e lec ted  member would be added. The Mayor would 
appoint  the  e lec ted  member, sub 'ec t  t o  Council confirmation, t o  servo I u n t i l  t h e  next C i t y  e lec t ion.  he terms of the e l e c t i v e  members would 
be increased from four t o  s i x  years and would be staggered. I 

The Library Eoard i s  t h e  only independer-t tax-levying body t h a t  now 
has no representa t ive  on t h e  Board of Estimate and Taxation. There 
i s  some indicat ion t h a t  i n  t h e  p a s t  t h i s  has placed t h e  Library Board a t  
a disadvantage with respect  t o  t a x  levies .  Addition of anotker e l e c t i v e  
member would keep membership a t  a c  uneven number. The amendment would 
a l s o  change quorum and major i ty  requirements t o  f i t  a nine-man Board. 

Board members' pay would be increased from $10.00 pe r  meeting up t o  a 
maximum of $500 per year ,  t o  $25 per meeting up t o  a maximum of $1,000 
per  year. The amendment ~nrould a l so  permit o f f i c i a l s  who receive o the r  Ci ty  
compensation up to $5000 per year t o  draw compensation f o r  service  on t h e  
Board. The e f f e c t  would be t o  d is -qual i fy  the Chairman of t h e  lZays and 
Means Committee f o r  Board conpensation i n  the  event aldermen's pay i s  r a i sed  
above the  present  $5,000. The idayor and Comptroller would continue t o  
receive no Board pay. 



Chanqes i n  powers 

1, The Board would be s p e c i f i c a l l y  p rnh ib i t ed  f r o g  c o n t r o l l i n g  tax 
l e v i e s  on e x p e n d i t u r e  of t h e  Board of Education, a power which t h e  Bozrd 
exercised p r i o r  t o  1933 when it was taken  away by cour t  dec is ion* 

2. The Eoard would have power t o  f i x  t h e  t o t a l  amount of a l l  furd s t o  
be e q e n d e d  by each of t h e  remaining tax-levying bodies  and t h e i r  agencies ,  
except  ma2datory funds o r  i n t e r e s t  and debt  funds. 

3. The Eoard would be  requi red  t o  f i x  a s i n &  maximm t a x  r a t e  fo r  
each tax-levying body, t o  inc lude  a l l  t h e  t a x  supported funds under t h e  
j u r i s d i c t i o n  cf  each tax-levying body f o r  whicn i n d i v i d u a l  t a x  r a t e  l i m i t s  
a r e  f ixed  by Char ter  o r  S t a t e  law. I n  no case vfould t h e  s i n g l e  r a t e  
exceed t h e  zggregate t o t a l  of  such Char ter  o r  s t a t u t o r y  l imi ts .  The 
t a x - l e q i n g  bodies  weald be permit ted t o  make a s ing le  levy  w i  t h i n  the  
n a x i m u ~  f ixed  by tile Board of Estimate and Taxation. *he Board would 
b e  permi t ted  t o  inc lude  mandatory funds i n  such s i n g l e  maximum, except f o r  
t he  sepa ra t e  t a x  l e v i e s  f o r  d e b t  p r i n c i p a l  and i n t e r e s t  and pension and 
re t i rement  f u ~ d s  . 

4. The Board wol.lld be requi red  t o  s e t  up and adminis te r  a system 
of q u a r t e r l y  a l l o t n e n t s  of exsendi tures  f o r  a l l  departments,  except  t hose  
covered by  rnnndatory funds o r  debt  p r i n c i p a l  and i n t e r e s t  funds. 

5. The Board would be required t o  a l l o c a t e  revenues received from 
S t a t e  and Federa l  agencies  f o r  l o c a l  general  purposes, t o  each of t h e  seve ra l  
t a x i n g  bodies  according t o  t h e i r  needs. 

E f f e c t  of changes i n  powers 

The proposed amendment e s s e n t i a l l y  would c e n t r a l i z e  con t ro l  of budgets 
now w d e r  t h r e e  s epa ra t e  bodies: C i t y  Council, Park Board and Library  Board. 
The Board of Estimate and Taxat iont  s pmrer m u l d  be l imi t ed  i n  two ways: (1 )  
proper ty  t a x e s  a l l o c a t e d  t o  each of t h e  t h r e e  bodies  could n o t  exceed 
t h e  aggregate of t h e  Charter  o r  s t a t u t o r y  maxima of  t h e  funds now under 

T, each body. -bus, on t h e  1953 bas i s  t h e  proper ty  t a x  levy  f o r  C i ty  Council 
purposes, o t h e r  than  mandatory and deb t  l e v i e s ,  could n o t  exceed 29.26 m i l l s ,  
f o r  Park Board purposes, 5.05 m i l l s ,  and f o r  t h e  Library  Board, 4.495 m i l l s ,  
(2) Other revenues except revemies received from S t a t e  and Federal  agencies  
f3r XGa1 genera l  purposes, would have t o  continue t o  be c r e d i t e d  t o  t h e  
respecCvive governing body. Th i s  would probably mean such r e c e i p t s  a s  p r i v a t e  
p a t i e n t s '  f e e s  a t  General Hosp i t a l  would have t o  be c r e d i t e d  t o  t h e  budget o f  
C i t y  Council agencies ,  s ince  t h e  General Hos2i ta l  l evy  i s  under C i t y  Council. 
S imi l a r ly ,  concession r e c e l p t s  of t h e  parks would continue t o  go t o  t h e  
Park Eoard. 

Within t h e s e  l i m i t s ,  t h e  Board of Estimate and Taxation would have 
f u l l  d i s c r e t i o n  to  s e t  t h e  budgets of t h e  Park Board, Library Board and 
t h e  ageac ies  under C i t y  Council. 



S t a f f  2 nd f l n a c c e s  of Board 

The Board's Execct ive Sec re t a ry  would b e  removed f rorn c i v i l  s e r v i c e ,  
Z.e., h e  vcou2.d 5 e  appointed b y  and se rve  a t  t h e  w i l l  o f  t h e  Board. 
The Board vtould have power -to employ a d d i t i o n a l  s t a f f ,  s u b j e c t  t o  
c i v i l  s e r v i c e  provis ions .  The Board1 s  permiss ib le  t a x  l evy  would be 
5-ncressed from .C67 m i l l  (about $ 2 2 , 0 ~ 0 )  t o  .25 m i l l  ( abcut  $52,500). 

To c a r r y  ou t  i t s  new powers e f f e c t i v e l y ,  t h e  Board would r e q u i r e  a  
l a r g e r  and more s k i l l e d  s t a f f ,  capable of  ana lyz ing  i n  d e t a i l  t h e  budgetary 
needs of  t h e  va r ious  C i t y  agencies.  

E i  s t o r y  o f  t he  proposal  

Th i s  proposa l ,  i n  one form o r  m o t h e r ,  has  been be fo re  t h e  Charter  
Cornmission s ince  1948. I t  was o r i g i n a l l y  submitted by t h e  opponents of 

t h e  proposed new Char te r  of 1948, who argued t h a t  b a s i c  reforms could 
be  e f f ec t ed  wi thout  wholesale change i n  t h e  'har ter .  Some of thosewho 
s u ~ p o r t e d  5-t f o r  t h e  o r i g i n a l  reasoa  a r e  now known t o  be  a t  l e a s t  

I lukexarn t o  it. he Board of Est imate and Taxat ion  has gone on 
record s e v e r a l  t imes  favor ing  s i m i l a r  prcposals .  

X e r i t s  a.lr3 shortcomings of t h e  proposal  

The proposed Charter  az:endnznt w c ~ l d  e f f e c t  some b a s i c  changes i n  t h e  
s t r u c t u r e  a ~ d  func t ioning  of ?3irineapolis C i t y  Government. 

hTinEeapoli s  now has  a  d i s i n t e g r a t e d ,  xeak myor-Wrong 2ounc il 
rn 

form of c i t y  go-~ernment. l h e  h y o r  has  few powers beyond h i s  power t o  appoint  
t h e  p o l i c e  ch ief  and h i s  ex o f f i c i o  s e r v i c e  on many boards  and commissions, 
such a s  the  Board of Estimate and Taxatior,, t h e  Board of  Pub l i c  PTelfare, t h e  
P a ~ k  Board end t h e  L ib ra ry  Board. The Council ,  on t h e  o ther  hand, does n o t  
e x e r c i s e  a l l  t h e  policy-makicg powers of t h e  government. The Park and 
L i b r a r y  boards and t h e  beards of Education and Pub l i c  Tfelfare  have important 
policy-making pc-rrers, and t h e  Board of E s t i m  t e  and Taxat ion has t h e  power t o  
c o a t r o l  t a x  l e v i e s  and bond i s s u e s ,  alt'r~ough i n  p r a c t i c e  t h e s e  a r e  g r e a t l y  
modified. 

A s  cugsested i n  t h e  r e p o r t  of t h e  a d m i n i s t r a t i v e  survey of t h e  C i t y  
of  i6imeapo;is pre2ared by Y u ~ l i c  A d n i n i s t r a t i o n  Se rv i ce  i n  1947, experience 
has  i nd ica t ed  t h a t  b e s t  r e s u l t s  ifi e f f e c t i ~ r e ,  respoi i s ib le  c i t y  government 
a r e  obta ined  when b a s i c  policy-making powers (with t h e  p o s s i b l e  except ion 
of educa t ioca l  p o l i c i e s )  a r e  cerkered i n  a  s i q g l e ,  e l e c t e d  body, and 
gene ra l  r e s p o n s i b t l i t y  f o r  execut ing  t h e s e  p o l i c i e s  i s  ves ted  i n  one 
inc!ividual,  t h e  ch i e f  e  xecxtive. 

Bas ic  t o  t k s  policy-making pcwer i s  t h e  budget-making power: t h e  power 
t o  d i s t r i b a t e  t h e  c i t y t  s  f i c a n c i a l  resources  among t h e  va r ious  departmerits 
of  gcl:ernxent. It inc ludes  t h e  power t o  p lan  c a p i t a l  expendi tures  a s  wel l  
a s  cu r r en t  expecdi tures ,  azld, t o  t h e  e x t e n t  no t  r e t a i n e d  b y  t h e  people 
o r  l e g i s l a t u r e ,  t h e  poifirers t o  borrow, t a x  and con t ro l  miscel laneous 
income sources.  



A basic executive povrer i s  the  authoritsy t o  prepare a plan of 
ex2enditures and to s e  t'nat money i s  spent i n  accordance with the plan 
a s  adopted by the  legj-slative body: the  powers of budget preparation 
and expenditure control. Usually t h i s  duty i s  bes t  carried out by 
central iz ing unc?er the  chief executive t h e  off ices  of f inancial  administration; 
bu.dgeting, accounting, purchasing, treasury. 

Two forms of c i t y  government have been developed which elnbody these 
2r inclples  : the strong mayor-council f c  r m  and the council-manager form. 
There a r e  differences i n  t h e  re la t ionships  between the l eg i s l a t i ve  
and executive o f f i c i a l s  i n  these two plans, and there  a r e  var ia t ions  i n  
appl icat ion a s  among d i f fe ren t  c i tges ,  but i n  general the  strong mayor- 
counci: a:ld cowtci:-manager form follow t h e  above pr inciples  i n  the 
location of f inanc ia l  powers. 

Viewed against  these basic pr inciples  of c i t y  governmental organization, 
the Charter ~ r o p o s a l  appears t o  accomplish these improvene n t s  : 

1. It would pertnit one overal l  agency t o  weigh the resources and 
respective needs of t h e  many a c t i v i t i e s  carr ied on by Council agencies, 
t h e  Park Board and t h e  Library, and would give it the  paver t o  determine t h e  
scope of t he  a c t i v i t i e s  i n  as  much d e t a i l  a s  it pleased, subject  t o  t he  
l imita t ions  t h a t  it could not (1)  a l l oca t e  t o  t h e  Park Board, Library Board 
or City Council more t a x  monies than are permitted by tk t o t a l  aggregate 
of the  lev ies  now authorized each of them, or (2)  d ive r t  from any of t he  
th ree  receipts  other than revenues received from Sta te  and Federal agencies 
f o r  loca l  general purposes. 

2. I t  ~ o u l d  f a c i l i t a t e  planning of expenditures by increasing f l e x i b i l i t y  
i n  t h e  d i s t r ibu t ion  of revenue resources among City Council agencies, t he  
Park Board and the  Library Board. The B a r d  of Estimate and Taxation would 
have power a t  i t s  discret ion t o  d i s t r i bu te  among t h e  three governing bodies, 
revenues received from State  and Federal agencies f o r  loca l  general purposes. 

3. It  ~vould h c r e a s e  f l e x i b i l i t y  i n  d i s t r ibu t ion  of resources among 
a c t i v i t i e s  uader C i t y  Council by consolidating t a x  levies  and eliminating 
earmarked funds. 'here a r e  e ight  such non-mandatory furds under the City 
Cowlcil. ( 1 t  should be noted, however, t ha t  Council already has 
achieved t h i s  f l e x i b i l i t y  t o  some extent by t r ans fe r s  of money arid 
a c t i v i t i e s  among the different  eamarked funds). 

4. I t  would make mandatory the establishn~ent of a system of 
expenditure controls through a quarterly allotment system and provide t h e  
R e a s  f o r  a d i n i s t e r i n g  it. 

$hortcomings 

1. I t  tends , to  give t h e  Board of Estimate a d  Taxation the policy- 
making povrers of t h e  C i t y  Council, Park Board and Library Board. - The 
power t o  f i x  and control  the  amount of expenditures i s  an indispensable 
par t  of tke  power t o  determine t h e  number and scope of municipal 
ac t iv i t i e s .  This power i s  especial ly  essen t ia l  t o  t h e  Ci ty  Council, which 
has t!~e general res rons ib i l i ty  for  making laws for  the  heal th  and welfare 
of t h e  City. 



I 2. . B e n  i f  it were considered desirable from t h e  standpoint of c e n t r a l i z h ?  
f inancial  control to give t h e  Board of Estimate and Taxat ion the Powem contained i q  
the proposal, t he  Boardls composition would make it d i f f i cu l t  for t h e  voters  t o  hold 
it responsible, The ex  o f f i c i o  members f o r  t h e  Park, ~ & o o l  and Library boards and 
t h e  Chairman of the Council ws and IJleans Committee would be subject to &ge a t  
any t i ne .  Though these  four posit ions a r e  elective, therefore, t h e i r  occupants 
could not be known in advance by the  voters. 

3, The p r o ~ o s a l  would not p mvide reeded central izat ion of administrative 
responsibility. Probably t h e  Board through i t s  Executive Secretary and s taff  would 
wovide some additional coordination by v i r t u e  of i ts  budget work and expenditure 
controls. But it would not have t h e  d i r ec t  pwer  of  administrative direction, 
supervis3on and cocrdination. The present lack  of su& power i n  a centralized 
authority, through the exist a c e  of separat e Library and Park boar ds and a var iety 
of administi-at ive departments reporting d i r ec t ly  t o  City Council, would be con- 
tinued. 

4. By retaining the  indepadent  lev ies  f o r  the  Park and Library boards, it 
would f a l l  shor t  of providing f u l l  centralization of f inancial  control of t he  
agencies affected. 

5. By l imiting control of miscellaneous revenue sources t o  revenues 
received from State  and Federal agencies f o r  loca l  g eneral purposes, t h e  Board1 s 
control over revenGes would s t i l l  be limited, There a r e  many receipts tha t  would 
not be included under t ,he Board 1 s power of revenue d is t r ibut ion  (miscellaneous 
revenues of t h e  Current Expense Fund alone amounted to $3,031,515 in 1952), and 
there is a question as t o  whether the  Board would have power t o  a l loca te  the 
receipts from a new general tax, such as a local  income or  sa les  tax. 

Pract ical  quest ions - 
Weighing of the  merits of the  proposal should be influenced by prac t ica l  

considerat ions, These involve a number of questions: 

1. Can f u l l - s c d e  reorganization, embodying the accepted principles of 
sound municipal organhation, be adopted? If not, i s  the proposed amendment an 
improvement, or would it be l ike ly  t o  place even greater obstacles in  the  way of 
eventual basic  change? 

2. If full-scale improvement were possible, could C i t y  ~ o u n d l  a s  presently 
constituted be t rus t ed  t o  exercise wisely more powers of f inancial  policy deter- 
mination than it now has? 


