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Objective and scoDe 

The Sub C m i t t e e  on Comparative Tax Burdens was s e t  up by the Taxation 
aad Finmace Conunittze t o  do research on t h i s  question: 

"How does the burden of s t a t e  and local taxation i n  Uinneapolis 
compare with the  burden in comparable c i t i e s  throughout the country?" 

The Taxation and Finance Committee's 1354 report on Taxation and Borraw- 
ing  Policy f o r  Minneapolis cor-tained some information on in te rc i ty  comparisc~s, 
but the report acknowledged the defects i n  these data, principally due t o  tll-g 
fa i lure  t o  take into accomlt a l l  the local governments thet  provide services - 
~ki th in  the area of c i t i e s ,  an6 the f a c t  t h a t  s t a t e  and local governme~ts 
h ~ v e  differ ing arrangenents f o r  the performance of specif ic  functions, such 
as welfare and higways. I t  was f e l t  t h a t  more intensive research was nec- 
essary, taking into account tbese factors. 

In addition it was fe'.t -;hat a corlsiderable amount of confusion, mis- 
understending and misinfom.ation exis t s  over tax burden generally. 

The sub committee decided a t  the outset t o  compare a l l  41 c i t i e s  over 
250,000 population because of the avai labi l i ty  of data on these c i t ies .  

Methods, sources. references.1imitations 

The general theory and approach i s  similar t o  tha t  used by Professor 
Arthur M. Borak of the University of Xinnesota i n  h is  s t u ~ y ,  "Comparison of 
Taxes and Costs of Government i n  Minnesota and Ten Other States," published - - 
i n  Business News Notes, University of Minnesota, June 1953. The sub comm- 
i t t e e  reviewea i t s  preliminary findings and method with Mr. Borak but the 
responsibili ty fo r  the work Ad findings and conclusions i s  of course the 
sub conmi t t ee  ' s . 

In  Borakts study, he says: "Interstate  canparisons of tax  or cost burdens 
of course, require adjustments for differences i n  population an& income. The 
burden of t o t a l  tax collections i s  affected by the nuniber of people paying tax- 
es .  Essentially, the burden of taxation i s  determined by what prcportion it 
takes of a person's incoiae." 
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It i s  recognized tha t  comparisons of tax levels between different  corn- 
uni t ies  may not necessarily measure differences i n  the economic advantages or 
disadvantages faced by individuals or  business concerns i n  these communities. 
A cammunity i s  a t  an economic disadvantage i f  it pays a higher cost f o r  
needed services, or  i f  it has t o  do without them altogether. The concept of 
"tax burden" a s  used i n  t h i s  report i s  not necessarily related t o  any economic 
disadvantage, but re fers  t o  "tax level." 

The sub c o ~ ~ a i t t e e ~  s aim was t o  determine t o t a l  tax collections and the i r  
re la t ion  t o  personal incane i n  the c i t i e s  compared. 

No doubt the most accuaate and complete way t o  gather sucb information 
wov,ld be t o  v i s i t  the c i t i e s  t o  be compared or t o  circulate comprehensive 
questionnaires t o  them. The sub com.ittee ruled out these approaches because 
of the sub c o d t t e e t s  1it j . tations and the likelihood tha t  t'ney would not 
yielc! s ignif icant ly greatsr  r e su l t s  than might otherwise be possible by use 
of already published cmpilations.  

Eata used were fo r  1953, the l a t e s t  year fo r  which information was 
a v a i l ~ b l e .  Appendix 1 gives more d e t a i l  on method and sources. 

How does Minneapolis compare i n  t o t a l  tsx k ~ r ? e n ?  

Table 1, following page 6, s h o ~ s  the 41 c i t i e s  ranked according t o  (1) 
t o t a l  s t a t e  and local  taxes per capita, (2) income per capita, ( 3 )  state  and 
local  taxes per capita as a ~ e r c e n t  of income per capita. 

I n  rankings of s t a t e  and local taxes r;er capita, Minneapolis was t ied  ior  
11th out of the 41 c i t i e s .  In incorne per capi ta  Minneapolis was 21st. I2 
s t a t e  and local  taxes per rapLta as percent cf income per capita, ldimeapolis 
was 10th. 

State  and local  taxes per capita range from a high of $203 (Mew York 
City) t o  a low of $89 ( ~ a l l a s j  , w i t h  an average of $147 -70 and a median of 
$148.00. Minneapolis ranked a~proxiinately a t  the 7 5th percentile with $173,00, 
New York, Boston, Chicago, Los h.geles, San Francisco, Oakland, Detroit, Nc- 
wark, Milwaukee, and Jersey City ranked higher and Buffalo ranked as high as 
Minneapolis. 

Income per capita ranged from $2,727 (San ~ r a n c i s c o )  to  $1,510 (Sari 
Antonio). Minneapolis was a t  tfie nedian with $2,078. 

The l a s t  column i s  the most s ignif icant  f o r  measuring relat ive tax load. 
It sho-.vs t h a t  Minr~eapolis ranked 10th i n  percentage of incane per capita taken 
by s t a t e  and local  taxes per capkta. The high was 11.5% (Boston), the low 
3.8%  a all as) and the median 7.2% (portland). 
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Factors i n  tax structure which condition ranking i n  t o t a l  tax burden 

The tax load figures shown i n  the th i rd  column of Table 1 re f l ec t  the 
t o t a l  taxes paid i n  the 41 c i t i e s .  These f igures  therefore include taxes 
paid by both residents and. non-residents, Since ci t iaens of these cornunities 
corsider the i r  tax burdens to  be only +he taxes paid by them and not by ncjn- 
residents, it i s  helpful t o  analyze the tax s tructures  of tne 41 c i t i e s  and 
t r y  t o  determine t o  what extent the c i t i e s  and s t a t e s  d r m  revenue from a sourc 
which reaches ncn-residents, Date. i n  Appezdi;: 2 shed l i g h t  on th i s  problem. 

They show tha t  f i r e  c i t i e s  that  stanc! higher than Minneapolis i n  terms 
of taxes per capita relate2 t 3  incom ?er capi ta  have one or  more consumption 
taxes tha t  bear o r  non-residents. 3uffalo has a c o u t y  sales  tax, Hew York 
has a sales  tax, a cigarette t a x  and a hotel  room tax, N m  Orleans has amuse- 
ment, alco5olic beverage and sales  tax, Los Angeles has a sales  tax, and 
Baltimore has a number of miscellaneous consumption taxes. The ef fec t  or' 
Vnese taxes ovould be i o  make the position of th5 Mimeagolis taxpayer l e s s  
favorable than i s  shmn i n  column 3 of Table 1, since Minneapolis does not 
have such non-resident tax sources. 

On the other,hand, as shov:n on gage 4 of Appendix 2, Minnesota i s  m e  
of s i x  s t a t e s  which draws a s ignif icant  portion of i t s  revenue from a special. 
tax. This would tend t o  reduce tkie Minneapolis taxpayer's contribution as 
reflected i n  column 3, Table 1. 

Distributior, of tax burden within the c i tv  

A much more exhaustive analysis than we have been able to  undertake vrould 
be necessary t o  arr ive a t  firm conclusicns n i tn  respect t o  the dis t r ibut icn of 
tax  burden among taxpaying graups within the 41 c i t i e s .  However, some poinzs 
are clear, and on others our analysls of tax structures Inciicates tendencies. 

1. Property tax vs. non-property taxes 

a. Mimeapolis ranked 6th i n  property taxes per capita, and 5th i n  
property tax per capita as a percentage of incone per capita. Clearly, the 
property owner i n  Ninneapolis bears one or the highest shares of s t a t e  '.arid 
local  taxes i n  large U.S. c i t i e s .  

b. Minneapolis ranked 17th i n  the non-property tax  f ie ld.  It 
ranked above the median i n  use of non-property tax sources, even though it 
did not use some of thebroad non-property taxes, namely a s t a t e  and local  
sales  or local incme tax. However, t h i s  may be due t o  B fac tor  i n  the s t a t e  
picture mentioned above, namely, the e f fec t  of the i ron ore taxes. 

2. Direct impact on business vs. d i rec t  inpact on consumer 

Drawing firm conclusions here i s  not possible without more intensive 
study. However, the data i n  Appendix 2 indicate these tendencies a 
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a. Factors making f o r  lesser  impact on business i n  Minneapolis 
compared with other c i t i e s :  

1. Leck of c i t y  gross receipts tax, as  found i n  nine c i t i e s  
l i s t e d  i n  Appendix 2, pp 2-3. 

2. Lack of s t a t e  corporation license tax  or franchise tax as 
found i n  four other s ta tes ,  Appendix 2, page 4. These are 
based on business capi tal  ~ n d  apply only to  busicess, as 
distinguished from some corporation franchise taxe&, as i n  
Minnesota, which are  actually par t  of an income t ax  system 
appzying also t o  iri6ividuals. 

b. Factors making for  greater impact on business i n  Minneapolis 
compared with other c i t i e s .  

1. Minnesota c i t i e s  are the only ones i n  which property class- 
i f ica t ions  i n  determining assessed values are  Wavortible 
t o  business. Urben r ea l  e s t a t e  i s  assessed a t  4% of t r ce  
and 1x11 value as compared with 33 l/% f o r  rura l  r e a l  es- 
t a t e ,  257; f o r  the f i r s t  $4,000 of urban homesteads end 2% 
f o r  the f i r s t  $4,000 of rura l  homesteads. Personal property 
on the otner hand, incLuding inventories an3 equipment, is 
assessed a t  33 I/%, whereas household goods are assessed 
at 2%, l ivestock a t  2% m-d farm machinery a t  1%. 

In four otiner s t a t e s  c lassif icat ions are favorable t o  busicess 
(~assachuse t t s ,  Kentuclqr, Ohio, ~ennsylvania j ,  

2:. Minneapolis i s  the only c i ty  above the median i n  e i ther  
t o t a l  taxgs or property taxes per capi ta  which s-llows 
homestead exemption. Thid heightens the re la t ive  impact 
of the property tax on non-honestead wroperbj i n  Minneapolid 

3. Additional stu?y on impact of property tax on business 

An additional e f f o r t  was made to  determine by questionnaire whether the 
burden of r ea l  property taxes i n  Einneapolis i s  greater on business property 
than resident ial  property by detemining the re la t ive  proportions of t o t a l  
assessed valuatior, represented by the two classes of property. The resul ts ,  
reported i n  more d e t a i l  i n  Appendix 3, were too limited t o  be of any help, 

Conparing Ninneapolis with St.  Paul 

Because of special  i n t e re s t  i n  r-eighboring St .  Paul, the sub ccaninittee 
tabulated the f o l l m i n g  information, which indicates the ; re la t ive  standing i n  
comparative tax load and the explanation, a t  l e a s t  as f a r  as the revenue side 
of the ledger i s  concerned. 
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State  & local taxes 
per ca?ita 

Income per capita 

.Ninneapoli s 
R a n k  - Amount 

State & local taxes 
per capita, as per- 
cent of income per capi ta  10 8.2% 

hssessed value per capita 
(1953) - 646 

St. Pa31 
R&uic - Amount 

City tax rate  (1953) - 144 mills - 118 mil2 

.. = S t  ,! PaiW 6-:6aerakl.s taxes were.. lower bbsf call$ because the property .ta~;-~rpas : 
lower than MinneapcirliaB. i n  1953. 

In 1953 St.  Paul voters approved increases i n  per capita l i d t a t i o n s  from 
$40 t o  #52. A s  a resul t ,  the St.  Paul r a t e  in1956 i s  138.80 m i l l s ,  compared 
with Minneapolis 156.70. 

The e x ~ e n d f h r e  side 

The f a c t  tha t  taxes are higher or lower i n  a coxanunity i s  not necessarily 
good nor bad. "Governmental services are received i n  return and indeed the  dp- 
mand for  these services i n  general creates the demand for  the additional taxes," 
the Taxation and Finance Co-mittee said i n  i t s  December Report. The greater 
the  proportion of t o t a l  income- spent f o r  taxes, the m r e  important it i s  t o  
make certain tha t  these expenditures provide the greatest  p ~ s s i b l e  service per 
dollar. 

I t  would be helpful to  co.spare the e x ~ n d i t u r e s  of the 41 c i t i e s  to t r y  to  
BFzm l ight .on  the different  loads of s t a t e  and local  taxes, but the data avail- 
able did not permit deducting federal aids. Sucll aids woald have introduced an 
irrelevant  Eactor, so a comparison i s  not presented. 

Summary 

General 

1. Mimeapolis i n  1953 stood i n  the upper one-fourth of the 41 la rges t  
& t i e s  i n  terms of overall  s t a t e  an? local tax burden. 

2, For hlinneapolirs residents b1inneap~lis.r tax position tends t o  be more 
than the ranking of taxes t o  income indicates, because the c i ty  does 

not have tax sources tapping non-residents to the same extent as c i t i e s  which 
stand higher i n  the overall  ranking. 
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3.  On the other hand, Minnesota t aps  a l a rge  specia l  t a x  source i n  
i ron  ore taxes ar,d most other s t a t e s  do n o t  have such special  sources. 

Property t ax  

1. Minneapolis stood i n  the  top one-seventh of the 41 c i t i e s  i n  i t s  re-  
l iance on property tax. 

2. Minneapolis was f i f t h  i n  t o t a l  property taxes per capita as a percent- 
age of income per capita. 

Dis t r ibut ion of burden 

1. Property owners i n  Nimeapol is  ca r r ied  one of t he  la rges t  per capi ta  
loads of any of the 41  c i t i e s .  

2. The charac te r i s t i cs  of the Minnesota property t a x  system-and the great- 
e r  .preva;lence of s t a t e  and loca l  sa les  taxes and loca l  iacome taxes i n  other 
c i t i e s  tend t o  increase the .impact of s t a t e  and loca l  taxes on business i n  
Minneapolis compared t o  other c i t i e s ,  

3. On the other  hand, the  i::.pact on business i n  Minneapolis i s  lessened. 
by lack of c i t y  gross rece ip t s  taxes a ~ d  the  lack of s t a t e  corporation l icease  
o r  f ranchise  taxes based on cap i ta l .  

The l imi ta t ions  of a study of t h i s  kind are  evident fro= a consideration 
of Appendix 1, Yet i n  sp i t e  of these l imi ta t ions  and the  inaccuracies wnich 
may consequently develop, it i s  f e l t  t h a t  the  general  p ic ture  which these f igure;  
and rankings give i s  correct  and re l iab le .  

The sub camrnittee cmes t o  th ree  general conclusions: 

1. Consideration of a l l  overlapping governmental jur isdic t ions ,  s t a t e  and 
local ,  r e su l t s  i n  the  same general conclusion tha t  has come from previous 
s tudies  l imited t o  c i t y  governments or  t o  a l l  governments within the  s ta te ,  
namely, t ha tu inneapo l i s  r a ~ k s  i n  t l e  top  group i n  s t a t e  and local  tax level ,  

2. Because of the high r e l a t i ve  posi t ion of Minneapolis i n  t o t a l  s t a t e  anc 
local  t a x  level ,  the  c i t y  and the s t a t e  must proceed with more than average care 
i n  undertaking addi t ional  expenditures. 

3, The tax  leve ls  reached i n  ~ i ~ ~ ~ ~ ~ ~ l i g m a k e  it imperative t o  re- 
exanine the t ax  s t ruc ture  =d t o  t r y  t o  eliminate o r  reauce taxes which r a i s e  
oosts and re ta rd  business developinent. Additional or  subs t i tu te  revenues should 
come from sources which Bo no t  r a i s e  costs  and allow adequate incentives 
f o r  business development. 

SUB CDmITT13E Oil' CGl\PAFtATIVE TAX BURDENS 

Ray Bender Lehan H e d i n  
Do2 Bice J a e s  P r a t t  
E. S. Conover Robert Sapp, chairman 
John Curry 



STATE ATJD LOCAL. TAXES PYR CAFITA R>D IItC.3"E PER CAPITA 
1953 

4 1  l a r g e s t  U. S. c i t i e s  
S t a t e  and l o c a l  
truces per  c z p i t a  c s  
pzr cen t  of income 
p z r  cap5tn -.,- -- 

Sta-te and l o c a l  
t axes  pbr c a p i t a  .---- Incone pc r  c a p i t a  -- --- 
1. lG€W Yark 
2. Boston 
3. Chicago 
4. Los Angelcs 
5. Snn Francisco 
6. Oakl?.nd 
7. D e t r o i t  
8. Nexark 
9. blilnr~ukee 

Sar, Francisco 
Seat+,le 
Chicago 
Toledo 
Lorg Bench 
Da l l  a s  
Por t land  
O,.tkl-3ld 
Indir?napoli s 
Fashington DC 

Boston 
Buff a10 
New York 
N2w Orleans 
J e r s e y  City 
Los h g e l e s  
Newark 
Bdt imoro  
D e t r o i t  
NINNEAPOLIS J e r s e y  City 

MI?TIEA?CLIS 
8uff 210 
Long 3er,ch 
P o r t l ~ ~ d  
Dsnvcr 
San Diego 
New Oriaans 
Roches t c r  
S t .  Paul  
Ind ianapo l i s  

Clevelmd 
Lcs Angeles 
Colmbus 
Kcnsns City 
Dcnvcr 
New York City 
Sen Diago 
Detroi-L 
%1i lw ?.u ke e 
Houston 

>! i lwauke e 8.17 
Oakland 8.12 
Rochester 7.78 
P i t t s b u r g h  7.76 
Phi lade lphin  7.63 
At l an ta  7.62 
Deave r 7.57 
San Diego 7.57 
S t .  Paul  7.64 
Cinc innat i  7.45 

Cinc innat i  
Ph i l ade lph ia  
C l cve  1 m d  
P i t t s b u r g h  
Bcltimorc 
A t  l z ~ n t a  
Toledo 
S e a t t l e  
Kmsas C i t y  
Akron 

I4I!_niZAPOI.IS 
Akron 
Yew i r k  
Cincinnp-ti 
k a h n  
S t  .Paul 
Rochcstcr 
F t .  Td70rtn 
St! Louis 
P h i l a d ~ l p h i a  

Por t lnnd 7.23 
Long Be?-ch 7.22 
San F r m c i s c o  7.00 
Indt  p l s  6.60 
Cleve lznd 6.54 
Chicago 6.33 
Lou i sv i l l e  6 31 
S t .  Louis 86.24 
Akr on 6.23 
S m  Antonio 6.09 

31. Xashingten DC 
32. S t .  Louis 
33. Houston 
34. Omha 
35. Lou i sv i l l e  
36. Columbus 
37. F o r t  Vrorth 
38. Nemphis 
39. Sr\n Antonio 
40. Biminighzn 

J ~ r s e y  City 
P i t t sSurgh  
A t l a n t c  
L o u i s v i l l ~  
Buff 1 2 1 0  
Boston 
Ncmphi s 
New Orlenns 
Ba l t ino r  : 
Biminghxa 

Birminghnm 
Memphis 
K a s a s  C i t y  
Om,aha 
Toledo 
l!rashington 
S e e t t l a  
Houston 
F o r t  IT!orth 
Cclwnbus 

41. Dal las  Dzl l n s  3.85 



TABLE I1 

STATE LOCAL PROPERTY -AND N3N-PROPERTY TAXES PER CAPITA 1953 

i n  4 1  l a r g e s t  U.S . c i t i e s  

S t a t e  and l o c a l  prop- 
e r t y  t a x e s  p e r  c a p i t a  

S t a t e  and l o c a l  proper ty  S t a t e  and l o c a l  non-proper* a s  $ of .:income > p e r  
t a x e s  per  c a p i t a  -- t a x e s  p e r  c a p i t a  c a p i t a  

J e r s e y  C i t y  
.Boston 
Newark 
hii lwauke e 
D e t r o i t  
BiINNWOLIS 
LoS Angeles 
San Francisco  
C inc inna t i  
Cleveland 

,Ne% Fork J 

Chicago 
New Orleans 
Oakland 
Los Angeles 
San Diego 
San Francisco 
Buff a10 
Long Beach 
Phi lade lphia  

;Jfrde~--City. .. :. 

30s t o n  
Newark 
M i  lwaukee 
M I  mriPoLI S 
D e t r o i t  
Cinc innat i  
Los h g e  l e s  
Buff a10 
P i t t s b u r g h  

Ind ianapo l i s  
Oakland 
New York 
Por t l and  
Chi cago 
Denver 
Omaha 
Rochester 
Buff a10 
Long Beach 

Port land 
S e a t t l e  
Denver 
Toledo 
D e t r o i t  
S t .  Paul 
Mrmm?o LI s 
Rochester 
M i  lwauke e 
Baltimore 

Baltimore 
Rochester 
Omah a 
Cleveland 
New York 
S t .  Paul  
A t l a n t a  
Indianapol i s  
Denver 
0 akland 

F i t  tsburgh 
S t .  Pau l  
Akron 
At l an ta  
Balt imcre 
San Diego 
Houston 
Kansas City 
Tiashington DC 
Ph i l ade lph ia  

At l an ta  
S t .  Louis 
Boston 
C o lumbus 
Trashington DC 
Kcnsas C i t y  
P i t t s b u r g h  
Indianapol i s  
Memphis 
L o u i s v i l l e  

Por t l and  
Sen Francisco 
hkr on 
Chicego 
Long Beach 
Houston 
San Diego 
L o u i s v i l l e  
Ph i l ade lph ia  
Kansas C i t y  

L o u i s v i l l e  
F o r t  3 o r t h  
Toledo 
S e a t t l e  
S t .  Laxis  
New Orleans 
Columbus 
San i a t o n i o  
Memphis 
Dal las  

B inningham 
Cincinnat i  
C l eve  land 
Akron 
Dnl 1 os 
Houston 
Newark 
S m  Antonio 
F o r t  Tiorth 
Omaha 

F o r t  Korth 
S m  Antonio 
Ticshington DC 
S t .  Louis 
New Orleans 
Mem~hi s 
Toledo 
Seatit le 
Birmingham 
Co lwnbus 

41. Birmingham 30 Je r sey  C i t y  13 Dal las  1.43 
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Methods and sources 

The basic source f o r  much of the sub committee's information was a 
Bureau of the Cenaus publication, Local Goveromellt Finances i n  1953. In  t h i s  
publication the Census Bureau ompiled for  the f i r s t  t i n e  data on expenditures 
and revenues f o r  a l l  the  local  go;ernments which serve the 41 la rges t  c i t i e s  - 
i n  the country. Pr ior  t o  t h i s  time there had been no' oompilation, for  
example, of f inancial  data on special  d i s t r i c t s ,  which made inter-ci ty  com- 
parisons incomplete. 

The f inancial  data were converted to  a per capita basis by using pop- 
ulat ion estimates f o r  1953 found i n  Sales Management. 

Financial data fo r  the s t a t e s  i n  which the 41 largest  c i t i e s  a re  located 
were taken from the Census Bureau's publication, Compendium of State  Govern- 
ment Finances i n  1953. State  taxes were allocated to  c i t i e s  according t o  
the  c i t ies '  share of the statest  t o t a l  population. Per capita conversims 
were made by using population estimates i n  tha t  report. 

Income per capita f igures  were based on "net effect ive b ~ i n g  income" for 
the  41 c i t ies ,  found i n  the Kay 10, 1954 edi t ion of Sales Haxiagemen*. "Bet 
effective buying incane'' f igures were adjusted according t o  a formula supplied 
by Sales ~ana~ernck t ' s  research director i n  order t o  arrive a t  t o t a l  per capita 
income before taxes.' 
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S t a t e  Income Taxes, S t a t e  Sa les  Taxes and Property Taxes 
4 

41  Largest U S. Ci t i es  1953 

S t a t e  Income Tax S t a t e  Sales Proper ty  Taxes 
S t a t e  Individual  Corporation T axes Real Personal 

Alabema 
Cal i fornia  
Colorado 
D i s t r i c t  of Col. 
Georgia 
I l l i n o i s  
Indiana 
K e n t u w  
Louisiana 
&ryland 
Nassachusetts 
M i  chi  gan 
Minne so ta 
Missouri 
Nebraska 
Mew Jersey 
New York 
Ohio 
Oregon 
Pennsylvania 
T enne s see 
Texas 
Vashington 
?:isconsin 

NOTES : 
(1)  Hamestead exemption on r e a l  es ta te :  Ala. $2,000; Ga.  $2,000; Minn.$4,000 

Texas $3,000 
(2)  Also t a x  on unincorporated businesses. 
(3)  Gross income t ax  on individuals and corporations, lower r a t e  f o r  wholesa- 

l e r  and r e t a i l e r s .  
(4) Lower t ax  r a t e  on machinery and inventory of manufacturer. 
(5) Personal property of corporations exempt (except machinery). 
(6) Business receipts  t a x  based on "value adc!edn e f fec t ive  7-1-53. 
(7) Assessed values according t o  c l a s s  of property, homesteads c l a s s i f i ed  a t  

lower r a t e  than other property. 
( 8 )  Personal property used i n  manufacturing assessed a t  lower r a t e  than other 

personal property. 
(9) Corporations may o f f s e t  personal property t ax  against  up t o  5% of income 

tax .  
(10) Effect ive  9-1-53. 
(11) Machinery of manufactures no t  taxable i n  Philadelphia or  Pit tsburgh.  
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Local Non-Troperty Taxcs of Signif iconce 
41 k r g e s t  U.S. Cities 1953 

Baltimore New Orleans 
Tobc.cco tax hl~sement  t m  
iilooho3ic.beverages tax Alcoholic beverages tax 
Szles ~ T L X  on fuels ,  e l ec t r i c i ty  Occupatioc ta on business 
arid telephone messages bnsed on gross receipts 
T a x  on coin operated amusement devices .Snles t a x  

Birminghm New York 
License tax b r s ~ d  on business prop- Gross receipts t a x  
erty,  inventories, ? ~ d  gross receipts Uotor vehiclz tax 

Sgles t a  
Buffalo Cigarette tax 
. 4  County sales tax Hotel room t a x  

U t i l i t i e s  tax 
Chi cago 

h u s  ement tax 
Cigarette t a x  

Cincinnati 
Admissions tz 

Clevo land 
Admis sions tax 

Oakland 
Sales t ~ x  

Philadelphia 
Income t w c  on individmls 
Gross receipts tax on bus- 
inesses 
hmusemc-nt t m  

Columbus Pittsburgh 
Admissions t~x Gross receipts tex on busin- 
Inccanc tax on individuals, corpor- esscs(m~mufacturer excnpt) 
ations and unincorporated businesses 2,musemont t a x  

School d i s t r i c t  per capitn 
Denver taxes 

Sales tax 
Cigarette ta Portland 

Chain s tore ta on e i ther  
K~nsas City gross receipts or net incomc 

Liccnse tax based on gross xaceipts Business licbnsc tacos based 
of merchrnts & m~aufncturcrs on ei ther  gross receipts or 
Notor fue l  tax ne t  incoxe 
Cigzrette tax U t i l i t i t s  tax 

Los Angeles Rochester 
Scl!les t= County sales tax 
Businass gross receipts tax 

Louisville 
Income tax on individuals, cor- 
porctions & unincorporated bus- 
inesses 

St. Louis 
Income tmc on individuals, . . - 

<. . '.corporati.ons & unincorporak-;- . . .  .-.-:.ed businesses 
License tax based on gross re- 
ceipts of merchants-mmufaot- 
urer6 
Notor fue l  tax 
Cigaretta tax  
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St .  Paul 
Gross rece ip ts  t ax  on sa l e  of gas, 
e l ec t r i c i t y ,  and steam 

San Diego 
Sales t ax  

San Francisco 
Sales tax 

S e ~ t t l e  
Gross rece ip ts  taxes 
Admission tax 

Toledo 
Income t c x  on indivicluals, cor- 
porations & mincorporated businesses. 

SOURCE: Commerce Clearing House S ta te  Tcuc Reporter 



SPECIAL STATE T m S  

Minnasota i s  one of the few s t a t e s  i n  which special  taxes furnish a 
signif icnnt portion of s t a t e  revenue. However, the importmcc of these t ~ x e s  
m2.y eas i ly  be exaggerated. The following are the figures for  the f i s c a l  yezr 
1954-55 on special s t a t e  taxes f o r  c i t i e s  which nre e. part  of t h i s  study: 

I n  Louisiana the Gas Gathering Tax provided 
$12,000,000.00 of 4% of the to t a l  s t a t e  revenue, 
the Severance Tax provided ~67,000,0~0.00 or 
2% of t o t a l  s t a t e  revenue, 

In  Michigan the Corporrtion License Tax provided 
$42,0~0,000.00 or 7% of t o t c l  s tn tc  revenue, 

In Idinnesot:! the Iron Ore Occupntion Tcx cad 
royalties provided $19,000,000.00 or 8% of t o t a l  
s t  c t  :to rovenuc . 
In New Jersey the Corporation Franchise Tcx providsd 
$21,000,000.00 or % of t o t a l  stcrte revenue, 

In PcnnsylvrnLc the C~.p i ta l  Stock Tcx provided 
$40,000,000.00 or % of t o t a l  stixte revenue. 

ID Texas thd Corporation Franchise T a x  providcd 
A ~30,000,000.00 or 6% t o t a l  s tn te  revenue, the 
Nntural  Gas Tax providcd $39,000,000.00 or 7$, 
and the Petroleu? Tax provided $128,000,000~00 
or 2 ~ $ .  
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CO?!mTS OM THEl 1953 TAX STWCTURES OF THE 41 LARGEST U .S, CITIES 

1. Minnesota c i t i e s  are the only ones i n  which property classifications i n  
determining assessed values are unfavorable t o  business. In four other s ta tes  
classif icat ions are favorable t o  business (b!assachusetts, Kentuclky, Ohio, Penn- 
sylvania), 

2. Minneapolis is the  only c i ty  above the median i n  e i ther  t o t a l  taxes or 
property taxes per capita which allows homestead exemption, 

3. Hinneapolis i s  f i f t h  i n t o t a l  property taxes per capita as a percent- 
age of income per capita. Over one percentzge point i s  Bbove the median. 

4. There does not appear t o  be any s ignif icant  relationships beheen the 
weight of the  t ax  burdens i n  the various c i t i e s ,  and the types of taxes imposed. 
Ve may use as an example the 10 c i t i e s  ranking above ldinnsapolis i n  t o t a l  tax 
burdens : 

In 6 of the c i t i e s  there are  s t a t e  income taxes, 
In none i s  there a local income tax, 
in 5 there are s t a t e  sales  taxes, 
In 4 there are local sales taxes, 
In 5 there are significant local  non-property taxes 

5 .  It might be interesting t o  determine the  number of c i t i e s  i n  which 
income and sales taxes are present: 

a. 16 o i t ies  have both a s t a t e  income tax and a s t a t e  sales tax, 
In addition 6 of the c i t i e s  have a local sales tax and 2 of 
them have a local income tax. Of the 16, 7 are  above the me- 
dian i n  t o t a l  tax burden and 9 are below the median. 

b. 9 c i t i e s  have a s t a t e  income tax but no s t a t e  sales tax. 
3 of these ci t ies ,  however, have a local  sa les  tax and 1 . 
has a local  income tax. O f  these 9, 8 are abuve the median 
i n  t o t a l  tax burden and 1 i s  b a l m  the median. 

c. 8 c i t i e s  have a s t a t e  sales tax but no s t a t e  income tax. 
2 of these c i t i e s  have a local income tax, none ~ R S  a local 
s u e s  tax. Of these 8,2 are above the median i n  total  tax burden, 
5 are below the median, and 1 i s  a median city.  

d. 8 u i t ies  have neifher a s t a t e  income tax or a s t a t e  sales 
tax. 2 of these are above the median of t o t a l  tax burden, 5 
are below the median, and 1 i s  a median city. There are no 
local income or sales taxes i n  these c i t res .  

Minneapolis is i n  Category b. It is  one of 6 c i t i e s  which has an income 
tax, but no s t a t e  or local sales tax. Tha others are Portland, St. Paul, R!ilwau- 
kee, Boston, and Louisville, 

27 c i t i e s  have some type of income tax. 
27 c i t i e s  have sone t ~ e  of sales  tax. 
2 1  of the c i t i e s  having an income tax also have a sales  tax. 
21 of the c i t i e s  having a sales tax also have an income tax. 

Of the c i t i ~ s ~ b a v i n g  greater non-property tax burdens than Minneapolis, only L..- n - 2 1  -- 7 --- . .  3 .  1 . _ _ _ _ -  - - . - L - - -  
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APPENDIX I11 

Citizens League 
601 Syndi cate Building 
Xinneapolis 2, Minnesota 

TO : Sub Committee on Comparative Tax Burdens 

FRO?Pi : A 1  Richter 

SUBJECT : Distr ibut ion of assessed values among types of property i n  41 
largest  c i t i e s .  

Background and purpose 

I n  t he  sub cormittee's 7rogress report  t o  the main cranrmittee l a s t  year, 
it was noted t h a t  Minneapalisf high r e l a t i ve  tax burden was due mainly to- i t s  
high re la t ive  prc~pei-ty tax. .The ~ a i n  c d t t e 6  -shggested ..that i n  order t o  
discover how much t h i s  ref lected a higher re la t ive  burden on b l s ines s  property 
i n  Minneapolis, it would be well  t o  t r y  t o  determine the r e l a t i ve  proportion 
ef property taxes Faid by business i n  the 41 c i t i e s  under comparison. It was 
suggested t h a t  the sub c d t t e e  f ind t h i s  out by determining the  re la t ive  
proporticas of the  assessed values repneserzted by the several classes of real  
property i n  the  41 c i t i e s .  

The sub crmmittee f i r s t  t r i e d  t o  f i n d  central  compilations of the infor- 
mation but was unsuccessful. Following the suggestion of the executive d i r -  
ec tor  of the Federation of Tax Administrators, the sub committee then m o t e  t o  
s t a t e  tax a r  assessment off ices  i n  s t a t e s  where equalization s tudies  have been 
recently made, asking f o r  the  valuation breakdown f o r  appropriate c i t i e s .  I t  
a l so  sent a questionnaire d i rec t ly  t o  the c i t i es .  

Results 

Ci t ies  queried: .. - 41  

Ci t ies  replying: 
Data not available 17 
Data not submitted 18 3?ii 

Minneapolis and St .  Paul replied but said  no data was available. 

Of the  18 c i t i e s  on which data were submitted, no comparisons cm be drawn 
e i t h e r  because of differences i n  c lass i f icc t ion  or inccnpletness. Data f r m  
the seven c i t i e s  sutrmitting the  most campletc data Ere tabulated below fo r  in- 
f ormationcl purposes. This should indi cate the character of tho a swer s  receivt 

Conclusions : 
The data received do not p e n i t  any conclusions. iVe do not belicve fu r -  

ther  investigation by t h i s  sub cmni t t e e  ~ u o u l d  vi el ci rn1~c.h hntf ~r rev?! t,c: ? 
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Percentage. of . tb tub assessed valuation by c lass  o f  property 

Multi . 
Resi- &el- Camm- Indus- Public 

City - den t i a l  l i n g  e r c i a l  t r i a l  - u t i l i t y  Other Other Total - -- 
Xew York 19.5 32.5 20.6 9.1 13.6 2 .1 1.8 00 .Q 

Cleveland 27 ,t (3) - 2 7 . ~ ( ~ )  9.9 9 .5 - ~ 6 . l ( ~ )  100.0.- 

M i  lwaukee ----47.7------- 18 .O 14.2 (by s t a t e )  0 . 7 ( ~ )  20.7(') 100.0 

Buff a10 ----48.3------- 26.9 11.7 11.7 1.2@) - 100 -0 

Newark ----28.4---(9)- ----67.7--?-- 2.0(l-O) 2 , 0 ( ~ ~ )  - 100.8 

C0lmibus 55*3 . -.- --%9.6------- 5.3 9.9 - - 100.0 

Rochester 37.5 17 .Q 17.8 15.6 9.6 3 ,6 - 1bO. 0 

Footnotes 

(1) miscellaneous building. (2) vacnnt lcnds. (3)  includes one, two and three  
f m i l y  homes, (4) includes ?.parbent houses. (5) tangible personali ty used 
i n  business, industry and ngriculturc . (6) agr icul tural .  (7) personal pro- 
perty, mostly business, (8 )  vocnnt. (9)  four family or  l e s s .  (10) 2nd 
class  rai lrozd.  (11) vnecst land. 


