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SUBJECTS Proposed Legislation Dealing with the Minneapolis Liquor Licensing 
Situation 

The Ci t izens  League Licensing Committee recommends enaotarent a t  the  1959 
session of t he  Hnnesota State Legislature of a b i l l  of special  application t o  
Minneapolis accomplishing the  following: 

1. Extending t o  t he  Minneapolis c i t y  limits the  geographical boundarg 
within wbio h off-sale l i quo r  establishments idght locate 

2. Establishing new geographical boundaries within which on-sale l iquor  
establishments might locate; the  new %one t o  be bounded generally by 
Hennepin Avenue on t h e  southwest, Lake S t r e e t  on t h e  south, plus what- 
ever extension is necessary t o  br ing ex is t ing  l i quo r  establisbaaents 
within the new boundafies, t he  PBssissippi River on the smlttreast, 
and subs tan t ia l ly  the  ex is t ing  boundaries on t h e  northeast, the  north 
and the  northwest. 

3. Restr ic t ing locat ion within these new boundaries ta areas  raoned o m  
mercial and continuing i n  the  trlinneapalis City Council and respansi- 
b i l i t y  f o r  defining t h e  type of commercially zoned areas i n  which 
l i quo r  establishments might be located, 

4. Providing for a ve to  of proposed new Uquor l icense locatforzs by t h e  
res idents  in t h e  area by mans  of i d t i a t i v e  and referendun. We re- 
casmnend the establlshntent of t h e  following procedures f o r  t he  holding 
of any such referendumc 

a. That t h e  voting area i n  which the  referendum would be held 
include any precinct  f a l l i n g  within a radius of 1%) feet 
from t h e  front door of the  proposed location, 

b, That any such referendun be i n i t i a t e d  by pe t i t i on  j f i l e d  
within sixty days following the date of t h e  granting of 
t he  l i cense  and signed by regis tered vo te rs  res iding within 
the  voting area, 

c+ T b a t t h e  number of valid signatures necessary t o  bring 
about a referendum be not  less than 10% of t h e  vatas cast 
i n  t he  v o a n g  area a t  t h e  mast recent  regular  state e l m t i o n  
and in no event is t h e  n d r  of va l id  s ignatures  mquired 
ta be less than 500. 

do That a vela i n  opposition t o  t h e  jmposed locat ion by a 
maJorlty of those vot ing on t h e  question would m i d  ieeu- 
ance of the  license. 



e, That aqr referendum be held a t  the next regular mun9eipal 
or state election following filing of the petition, 

f* That the license be i n  f'ull force andeffect u n t i l  such 
time as  it is voided by a referendum. 

5 Inclusion of a provision enabling the City Counail t o  provide f 
participation by the City i n  the gross a 
ments. 

6. Incorporatdon of the legislative ac t  into the Minneapolis city oharter, 
thereby making subsequent changes sub jeot t o  the vote of the people of 
Minneapolis rather than by the s ta te  legislature or the City Council. 

7. Providing t h a t  the legislative ac t  be submitfed t o  the voters of 
Minneapolis in  the form of a referendum and requiring the favorable / 
vote of a wajority of those voting on the question before the wwi- 
sions of the legislat&ve ac t  can become effective. 

Uhder state l aw ,  ci t ies  of the first olass in Minnesota are authorlsed t o  
have one on-sale Uoense per  1500 population, w i t h  a rmchm of 200 lioenms. A l l  
200 licenses are presently outstanding i n  Minneapolis. St. Paul, under its p a p a -  
tian figure, is authorFsed t o  have 200 on-sale liquor establishments and, a t  present, 
all 200 are a t  present outstanding, 

State l a w  also authorises a maximum of one off-sale Uquor license to each 
5,000 residents in any c i ty  of the first  class. Wder the 1950 census, Hmeapolis 
is autharised t o  barn la off-sale licenses. A t  present, 94 of these are outefanding. 

The Minneapolis c i ty  c b r t e r  sets  out the geographical boundaries within 
which both on- and &sale liquor licenses may locate. These boundaries have been 
c-only referred t o  as Wptrd Umnbts,n These patrol limits originated back i n  the 
1860,s by ac t  of the state legislature. The reasoning followed i n  setting up these 
patrol Wts appeared to be t o  include the major built up capnercial and industrial 
areas as they were a t  that time. There is  also some reason t o  believe these patrol 
limits covered an area which public officials a t  that time believed cocild be patrol- 
led adequately by foot policeplea. 

Over the years there have been a number of minor changes i n  the pat- 
lMb, but essentially they comr the same geographical area as they did i n  the 
18801s. fmnediately following repeal of prohibition i n  Dwember, 1933, a special 
sesaion of the state legislature authorieed the City of Hinneapolis t o  iS8tte licenses 
beyond these patrol lid* for  a period of sixty days. It is believed that most of 
the 33 m-sale and 9 off-eale licemes which are now outside the p a t d  lirsits were 
issued during tbat brief period of timas, 

Then i n  19& t h e  Minnesota S t a t e  Legislature passed an a c t  allawing lice* 
ees which were can-ed far a public purpose to  move outside the p a w l  limits. A 
few licenses moved under this enabling legislation, but the legislation was repealed 
a t  the 1953 session. 

The general boundaries ef the patrol dmits fallow tbe banks of the M%m- 
issippi aver and extend inward several blacks. The south ext rea ty  of the limits 



Ues a t  Franklin Avenue and 19th Avenue South and runs norther ly  on 19th Avenue S. 
t o  t h e  river, and then runs consecutively northwesterly along the river all the way 
to 21st Avenue North. East  of the  Hississippi River the  boundaries run genetrally 
from Ule lower loop along 2nd Avenue t o  the  East Hennepin shopping area, then fol- 
lowing Spring S t r ee t  westward to 4th  S t r ee t  rJE, and then follow 4 t h  S t r e e t  NE i n  a 
northerly direct ion to  29th Avenue El&. All area west of this and extending to  the 
Mississippi River is included i n  the  l i quo r  pa t ro l  limits. I n  the  downtown a m ,  
the l i m i t s  run n e m l l y  on 4th Street South, except i n  t h e  hear t  of the  loop where 
they extend t o  d t h  Street .  The north s ide  of 6 th  S t r ee t  lies w i t &  t he  p a t r o l  li- 
mits  and anything south of that, tdth the  oxmption of a bl-ock includrtng the Ebadfs- 
son Hotel on 7th S t m e t ,  is  outside the  pa t ro l  limits. Then heading i n  a north- 
westerly direct ion from downtawn, the  west boundaries of the  pa t ro l  llmCts run along 
3rd S t r e e t  North t o  t he  aLson Highway area and then run north  on 4th S t r e e t  North t o  
nst Avenue NO*, 

Problems a r i s i n g  out of the  Minneapolis l iquor  s i t ua t ion  have been promi- 
nent i n  t h e  publicrs mind during recent  months, and t h e y  doubtless w i l l  receive con- 
siderable and p e r b p s  increased a t t en t ion  during the year  ahead. Most of t he  a t ten-  
t i on  recently. has centered on the issues  of whether multiple ownership exists i n  
Minneapolis i n  violat ion of state l a w  and whether an a l leged  fisyndicate* cont ro ls  
ce r t a in  of tha more lucrative l iquor  establishments, Sane of this a t t e ~ ~ t f o n  1631 
soon be diverted t o  the  issue of the l iquor  patrol W t s  as it affects Uquar e8- 
tablishments now s i tua ted  i n  the lower loop. In  the neighborhood of 60-70 l iquor  
establishments w i l l  be forced t o  loca te  elsewhem, maw within mon%hs and a l l  within 
a few years. 

A s  these 60-70 l iuensees  lose  t h e i r  present lccations,  they daubtless wiU 
ask t h e  C i t y  Council t o  approve t r ans fe r  of t h e i r  l i censes  t o  o ther  locations,  Tbia 
w i l l  compel members of the Council t o  wrestle with some exceedingly d i f f i c i l t  and 
controversial  iasues. If these displaced l icensees  are required to relocate  within 
the  ex i s t i ng  pa t ro l  limits, the  Council must make the basic policy decision of 
whether t o  pircmote es tabbt rmsnt  of a new sldd row area o r  whether t o  arbitrarily 
allow these l i censes  t o  expire. Neither alternative would be a happy one, and out 
of this fast-approaching dilemma has come a renewed and a widespread i n t e r e s t  in t h e  
problem and finding a wmkable so lu t im.  

The Pastors* Action Group, long interested i n  th is  problem, reoent ly  re- 
commended exbending the  pa t ro l  W t s  to  what wiU be known as "Ring Street.'t The 
Pa t ro l  Limits Rsvision Commi t t ee  ( l iquor  l icensees  located within t h e  pa t ro l  l i m i t s )  
has recent ly  in tens i f ied  i ts activity. Individual members of the  City Council have 
proposed varlous plans. Mayor Peterson, i n  t ry ing  to find a workable answer, has 
ca l l ed  together those groups i n  the  community which have bean active on this issue. 
find the Ci t izens  League, which made l icensing one of its egrly projects  when the  
League was formed in 1952, has been conuentrating a good deal of its t ia re  and at ten-  
tion on the  problem. 

NATURE AND =OF% OF LICENSING COPlPaTEEtS WOm 

The Licensing Committee began an  extensive review of the Uquor  s i t ua t ion  
i n  E h e a p o U s  early i n  the f a l l  of 193.  Its major areas of stu* centered on 
three i ssues  t (1) Revision of the  l iquor  pa t ro l  limits. (2) Improved procedures i n  
the  granting of l i quo r  liaenses. (3) Poss ib i l i t y  of converting off-sale es tabl ish-  
ments t o  municipal 0wnersh3.p~ 



In the oowse of its deliberations, the Licensing C o w t b e  &as met for- 
mally a t  least once each week f o r  mare than four months. It began its work by heap 
ing representatives or" the Pastors' Action Group present fhelr proposal fo r  extend- 
ing the liquor patrol limits t o  %ing Streetom It then heard C a r l  Pearson of the 
Licensing Division of the Minneapolis Polfce Department outline procedures wed in 
issuing and renewing l iquor licenses. The c d t t e e  then brought i n  Albsrt Andemoh, 
License Inspector of the Ci ty  of St. Paul, t o  r e l a t e  the  procedures used i n  Maat 
city,  Alderman Frank Wolinslci of the 3rd Ward appeared t o  present his plan fo r  re- 
vision of the l iquor patrol  limits. Alderman Norman Stewart of the 13thWard a180 
appeared t o  explain his  proposals f o r  m i c i p d L  ownership. Desmond Pratt ,  le& 
counsel f o r  the Patrol Limits Revision Committeea reported t o  the committee on the 
impending hardship which w i l l  confront licensees located i n  the  lower loop and t o  
urge extenston of the pa t ro l  liraits. 0md'U.e Peterson, attorney f c r  the League of 
Minnesota M u n i c i ~ t i e s ,  outlined the municipal l iquor store system as it exisk 
in loav rmuJicipakLties throughout the s t a t e  of Hnnesota, And, f inal ly,  individuals 
d i rec t ly  interested i n  l iquor licensing from an ownership standpoint appeared bafore 
the c d t t o e .  In  addition, committee members held numerous conferences with persona 
such a s  Mayor Peterson, State Commissioner Plrterbaugh, Minneapolis Research Engineer  
Nathan Ihrr is,  and others expert i n  this field. A s  can be seen, the subject mtter 
has not been treated l ight ly,  nor have these recommendations been made without in- 
tensive preparation and consideration, 

C (BEElW REC CMMEXDATIONS SEPARATED I N T O  TWO REPCR!B 

The c o m i t t e e f s  recammendations w i l l  involve cbanges requiring action by 
the Minnesota State Legislature, a s  well  a s  changes i n  the Minneapolis c i t y  ordin- 
ances. Since certain of these changes require actLon by the s t a t e  legislature and 
since the legislature w i l l  be i n  session only a shor t  time during the ear ly  months 
of 1959, the c d t t e e  decided t o  separate its repart, and included here are reconk 
mendations involving action by the legislature,  A subsequent report will contain 
those recomaendations involving change by uf ty  ordinance. 

The issue of p s i b l e  conversion of off-sale liquor e s t a b l 5 s b n t s  t o  mu- 
nicipal  ownership occupied much af the a t tent ion  of the committee. There was strong 
support f o r  municipal ownership among a number of members of the Licensing Committee, 
Howemr, t he  committee has decided to make no reconmendation a t  t h i s  time e i the r  f o r  
or against municipal ownership of off-sale l iquor establishments. T h i s  ccnclusion 
was dictated by what  seemsd to  t h e  caramittee t h e  prac t ica l  impossibility a t  #is 
t i m e  of achieving municipal ownership, Whether on the merits the committee would 
have favored municipal uwnership is not known, Reasons leading committee members fo 
doubt t h e  prac t ica l i ty  of a reconnnendation f o r  municipal ownership a t  this Ume in- 
uluded t h e  following: (1) It would first be necessary t o  change the general state 
l a w  prohibiting rmmicipal l iquor establishments i n  any c i t y  having a population i n  
aa3ess of 10,000. Such leg is la t ion  would reopen the nwetn  va m d r y "  issue statewide 
and would result i n  a fundamental change i n  mdsting state law. (2) T k  Minneapolis 
Ci ty  Council, whose support would be indispensable to enactment of a t a t e  legislation, 
appears to be hopelessly divided on this issue, (3) I n  a d d i s o n  t o  Ci ty  Council sup- 
port, nearly unanimous support among the Hennepin County legislatim delegation 
would be required. Several members have alreadg announced the i r  irmvocable opposi- 
t ion t o  municipal ownership, (4) No other c i t y  i n  the nation of camparable s i ee  now 
has municipal ownership0 



Few major c i t i e s  throughout the country resor t  t o  arb i t rary  geographical 
boundaries, such a s  pa t ro l  l i m i t s ,  and the committee knows of no c i t y  having these 
arb i t rary  boundaries oovering so  small a portion of the community a s  they do i n  
Minneapolis, St. Paul, for example, permits location of l iquor establishments 
throughout most of the  c i t y  in areas zoned commercial. St. Paul places primary re- 
liance i n  protecting a g a b s t  undesirable location on its soning ordinance and on t h e  
discretion of elected off icials .  

Whatever just i f icat ion might have existed f o r  the origbal establishment 
of the Minneapolis l iquor pa t ro l  limits has long since disappeared, These Units no 
longer include the  m8 j or built  up indus t r ia l  and cammercial areas of Minneapolis. 
They cause concentration of l iquor l icenses t o  a degree which has brought about one 
or more skid row areas. They have unduly r e s t d c t e d  competition and have been a 
major factor  i n  control of key Minneapolis l iquor l icenses by a handful of persons, 
most of whom are e i the r  blood relatives or have been close business associates fo r  
many years. 

Sound public policy campels an  enlargement of t h e  patrol limits and the  
imminent development of the lower loop gives r ise to a sense of urgency t o  the need- 
ed changes. 

The connuittee recamnends extending the  boundaries f o r  off-sale l iquor es- 
tablishments t o  the c i t y  limits. A s  a ganeral rule, we believe l e ~ i t i m a t e  business- 
es  should be able -to louate i n  any area of Minneapolis which is comamial lp  eoned 
f o r  tha t  purpose. But i n  so  sensi t ive an area as is the issue of liquor, the com- 
mittee recogniaes tha t  certain additional restr ict ions against unlimited location 
a r e  desirable. 

The co~rrmittee be3,ieves that, with respect t o  location, a di9ferentiation 
should be made between on-sale and off-sale l iquor establishments. From the stand- 
point of cleanliness alone, we doubt that there i s  aw other foxm of business which 
cause8 leas  of a problem tban off-sale liquor stores. The =me cannot be said for 
o n a l e  l iquor establishments where dr inkfngis  done on the premises. Therefore, 
it is  reasonable t o  conclude tha t  off-sale l iquor establishments should be permitted 
t o  locate i n  p a r t s  of Minneapolis smed conasemial where a:-sale establishments 
should be prohibited. Safeguards against undesirable location of off-sale establish- 
m n t s  can be provided without drawing an arbitrary geographical l i n e  i n  the form of 
patrol limits. 

Although the  greatmaJority of off-sale l iquor licenses a r e  now restx5ulad 
t o  locations dthfntb ptrol l i m i t s ,  nine licenses are  free t o  move i n t o  any area 
zoned commercial i n  Minneapolis . To this degree, themfore, the patrol l i m i t s  f o r  
off-sale l iquor l icenses now extend throughout the en t i r e  city. The fact that these 
nine licenses, which a r e  f r ee  t o  locate i n  any commercially mned area i n  Mime- 
apolis, have not moved in to  outlying caar~nercial d i s t r i c t s  is evidence that extension 
of the pat ro l  l i m i t s  w i l l  not result i n  any mass mlacat ion i n  these out3ying areas. 



The committee recamends t h a t  the pa t ro l  limits f o r  on-sale l iquor  estab- 
lishments continue t o  be s tated i n  terms of geographical boundaries; the ~ e w  Bone t o  
be bounded generally by Hennepin Avenue on the southwest, Lake St ree t  on the south, 
plus whatever extension is necessary t o  bring existing l iquor  establ ishmnts  within 
the new boundaries, the Mississippi Mver on the  southeast, and substant ial ly  t h e  
d a t i n g  boundaries on the northeast, the north and the northwest, 

Dospite the  compratively smll geographical area i n  which most on-sale 
establishments can be lscated today, the f a c t  remains t h a t  34 l icenses a re  now situ- 
ated outside the pa t ro l  limits and are f r e e  t o  locate  i n  any commercially zoned p a r t  
of Minneapolis. The corrnnitteels recommendation would bring a l l  on-sale l iquor  estab- 
lishments within the  boundaries of the new zone and would preclude location of ally 
on-sale establishment i n  the  future beyond these boundaries. I n  t h i s  sense, the 
cormnittee t 8 reconmendation ac tua l ly  r e s t r i c t s ,  r a the r  than extends, the boundaries 
f o r  on-sale estabXshnents, 

The o o d t t e e  reaogniees, i n  opposing outright abol i t ion of the patrol  
limits for on-sale l iquor  licenses, t h a t  i n  cer ta in  areas of Minneapolis zoned com- 
mercial on-sale establishments should be p?ohibited, Despite the  obvious inequi t ies  
t h a t  r e s u l t  from drawing any a r b i t r a i 9  l ine ,  we believe the l i n e  selected by the 
committee has a good deal  of logic  behind it* I n  general, the new proposed boundar- 
i e s  f o r  on-sale l iquor  establishments include the t rad i t iona l  commercially zoned 
area extonding more o r  l e s s  continually outward from downtown, a t  l e a s t  on the  prin- 
c ipa l  s t r ee t s ,  Beyond these bounbries  the land use is primarily resident ial ,  with 
pockets of business and industry. We believe t h a t  it is i n  the public i n t e r e s t  t o  
sxclude on-sale l iquor  establishments from areas  which are primarily res ident ia l  
out which may have these pockets of commercially zoned d i s t r i c t s ,  

The proposed boundaries f o r  on-sale establishments would provide equal 
treatment f o r  a l l  licensees, as a l l  l icenses would be brought within t h e  nev limits. 
A t  pmsent, those l icenses s i tuated outside the pa t ro l  limits have a tremendous ad- 
vantage over the others. 

The committee considered and rejected the  proposal t o  extend the patrol  
limits t o  the  so-called llRing Street.  a The two principal objections were tha t  t h e  
exact location of ItRLng Streetn is not ye% c lear ly  defined and t h a t  Umiting the  
W t s  t o  t h i s  area seemed s o  unduly r e s t r i c t ive  a s  t o  be l i t t le  more than a tempor- 
a r y  stopgap ra ther  than a long-range approach t o  the  problem. 

LIQUOR ESIIILBLISHHENlS  REST^ TO AREAS ZONED C(IPIIBIEWCIAL 

The committee considered, but  decided against, formulating fts d ' 
defini t ion of the word f*commarcialt* t o  apply t o  the  location of l iquor  licenses. A 
defini t ion of t h i s  t e r n  i s  b e t t e r  l e f t  t o  the C i ty  Council i n  p r e s c ~ ~ b i n g  a general 
zoning ordinance, 

However, t he  general oonseneus of opinion among cormnittee members is tha t  
l iquor  establishments s h o a d  not be located i n  neighborhood d i s t r i c t s  zoned ccaniner- 
cial, nor, perhaps, i n  the majority of community d i s t r i c t s  zoned commercial. We a r e  
comforted i n  this regard by the language contained i n  the preliminary d r a f t  of a 
proposed new zoning ordinance being prepared by the C i ty  manning Commission and 
which should be put i n t o  e f fec t  i n  about a year, 



V U M  PROCEDURE fJEAVES FINAL rnI:SIrn TO PEOPLE 

A s  s t a t ed  previously i n  this report ,  the  oammittee places primaZ7 respon- 
s i b i l i t y  f o r  proper locat ion of l i quo r  es-tablishments on decisions of e lected off%- 
cials following prescribed procedures and the  geneml aoning ordinancem But in S O  
sens i t ive  an area a s  l iquor,  we believe it desirable  t o  provide some s o r t  of %ourt 
of last resor t t t  t o  t h e  res idents  of the  community involved, Our recomendatims, 
therefore, provide f o r  a form of commm%ty consent t o  localAon of l i quo r  establish- 
ments through @'permissive referendumc 

I n  general, the  people who should vote i n  any such referendum should be 
those using the  commercial center i n  which the  proposed establishment i s  located, 
It is  not a s y  t o  es tab l i sh  log ica l  boundaries t o  sccamplish this, and the committee 
read i ly  concedes t h a t  its recammendation may be subject  t o  legi t imate  c r i t f c f  smm 
However, no more workahle formula has been brought to the committee* s a t ten t ion*  

I n  es tabl ishing boundaries f o r  the  voting area,  the  comaittee f'irst con- 
siderod it impractical  "t divide e n t i r e  precincts. Consequently, any boundary w i l l  
not  extend equidietant i n  a l l  directions from the  proposed location, 

The cormnittee first considered holding the  referendum a t  the ward level. 
This was re jec ted  since many proposed locat ions  would f a l l  on or  near ward boun2ar- 
i e s  and it would be unfa i r  t o  exclude res idents  within a block or  two while alluding 
those much f a r t h e r  away t o  vote. Narrowing the referendum t o  the  precinct i n  which 
the  proposed establishment i s  located would make the  voting a rea  too small, and would 
a l s o  i n  many cases  exclude res idents  l i v i n g  across  the street. The c d t t e e  looked 
* d t h  considerable favor on a system of including the  pmcinc t  i n  which the proposed 
~3stabUshment is located and a l l  other precincts  contiguou" t o  it. This system 
would usual ly  include an area of approximately six t o  nine p r e c i ~ c t s ,  which i n  most 
instances was a reasonable voting area. But,  because of the  odd shape of m a y  of 
the Minneapolis precincts,  t he  committee found that t h e  voting area woad extend 
much f a r the r  i n  some direct ions  than others. 

The cormnittee s e t t l e d  on a system whereby a l l  precincts  within a radiw 
of 1500 f e e t  from the f ron t  door of the proposed locat ion would be included i n  t h e  
voting area. The 1% feet distance is one commonly used i n  the  f i e l d  of U-quor U- 
censing, being the distance generally used i n  determinpng proximity of l i quo r  ea- 
tablishments t o  educational ins t i tu t ions .  1 9 0  f e e t  generally covers an area of 10 
blocks from east t o  w e s t  and 5 blocks from north t o  south. Because each prec inc t  
f a l l i n g  within 1500 feet of t he  proposed locat ion would be included i n  i ts ent i re ty ,  
the  voting area almost always would be considerably l a r g e r  than 1500 feet i n  each 
direction.  Because the degree of warping of the vot ing area would be l e s s  under the 
radius  system than under the contiguous precinct  system, the committee favored the  
former. 

.RlPFBENDUM INITUTED BY PETITION 

Consistent with the  theory of our representative form of govermnent and 
the c o m i t t e e t s  wish t o  depend primarily on the  general zoning ordinance, we favor a 
permissing ra ther  than a mandatory referendum. 

Requiring t h a t  t he  p t i t i o n  be f i l e d  within 60 days following the  granting 
of the  l i cense  would appear t o  be a reasonable length of time. The requirement t h a t  
~ i g n e r s  be regis tered voters  l i v ing  i n  the  vot ing area is a necessary one f f estab- 
l i shed  voting procedures are t o  be followed, 



NUMBR OF SIGNATURES REQlIDtED 

The c o m i t t s e  recammends ;that the number of v a l i d  signatures necersmry t o  
bring about a referendum be not l e s s  than 10% of the  votes c a s t  i n  t he  voting area 
a t  the most recent general  state election,  and t b a t  i n  no event is the  number of 
val id  signatures required t o  be less than !%O. 

The conmdttee t r i e d  t o  arrive a t  a ffgure which would prevent nuisance re- 
ferendums, bu t  which a t  the same time would give adequate protection t o  resfdents  i n  
the area. Stat ing the requLreinent in the form of a percentage would seem t o  be fair- 
e r  than select ing an a rb i t r a ry  number, i n  view of the  difference i n  the  s i ze  of the  
voting area i n  many pa r t s  of the  city. Because of the considerable amount of rtdead- 
wood" which results from a four-year r eg i s t r a t i on  s y s t e m ,  t h e  committee felt  it 
would be praterable t o  base the percentage on the  a c t u a l  number of votes cast r a t h e r  
than on the n&r of registered voters, By expressing t h e  requirelrent i n  terms of 
the most recent general  state election,  it would never be necessary t o  go back more 
than two years  to determine the number of va l id  signatures necessary t o  i n i t i a t e  a 
referendum. Since the  voting area is much smaller than that generally required t o  
initiate smh +-$8 as charter amendmnts, e tc ,  , it was fe l t  the percentage should 
be somewhat higher than the  usual 5g0 The 10% f igure  will cause the number of va l id  
signatures t o  range between 600 and 1000, 

The comraittee believes t h a t  the  downtown a m  should be t rea ted  d i f f e m n h  
l y  from outlying areas i n  terms of the procedure used t o  i n i t i a t e  a referendum. The 
safeguards needed f OT res idents  of outlying areas are no t  the  same dawntown. A a t d -  
ly ,  there is l i t t l e  jus t i f ica t ion  f o r  provfding a referendum procedure a t  a l l  i n  t he  
downtown area, But the  committee was unable t o  dmu an a r b i t m r y  l i n e  t o  exclude the 
downtown without giving lrlse t o  the  charge t h a t  ce r t a in  res idents  would be t r ea t ed  
a s  sscond class ci t ieens .  I n  order t o  make the referendum procedure re3atAvely dif- 
f i c u l t  i n  the  downtown area, without a t  t he  same time affect ing the  number of signa- 
tures  required i n  any outlying area, the  committee established a minimum requirement 
of 9 0  signatures. 

-UM TO BE D E E D E D  BY A MAJURITY QF THCCSE VUl'IIW ON THE QUESTICBJ 

The commonly used procedure of determining t h e  e lect ion by a majority of 
those voting on the  question would seein appropriate i n  t h i s  type of referendume 
There is no justif ' ication f o r  presuming that an e l i g i b l e  voter  who e i t h e r  d id  no t  
go t o  the  po l l s  o r  did  not vote on the question fs e i t h e r  f o r  o r  aga ins t  t he  propos- 
ed location, 

REFEIiEhiDUM TO BE HELD I N  CONJUNCTION WITH REGULAR EtEICTIUNS 

Holding spec i a l  e lect ions  on l iquor  referendtuns would be prohibi t ive  i n  
cost .  It was a l s o  g e m r a l l y  f e l t  t h a t  a representative vote would not  result. 
Therefore, the committee reconanends t h a t  the referendum be held a t  the next regular 
municipal o r  state e lec t ion  following the f U n g  of the peti t ion.  

P R O P 0  TRANSFER NCrr ~~ ItP m I N G  OIITCWE OF REFEIIENOUM 

The committee, again basing its recmenda t ion  on the  presumption t h a t  the  
granting of the  l icense is propar u n t i l  proved otherwise, proposes t h a t  t he  l icense 
&lot be held i n  abeyance pending the  outcome of the  referenCiun. This would prevent 
the hardship that would arise out of nuisance f i l i n g  of pe t i t ions  where the outcome 



of t he referendum would appear t o  be c l ea r ly  predictable, and would a l s o  prevent 
colnpetitors from using this device t o  delay the locat ion of other establishments. 
No Uaeneee would go t o  the  expenee of locating i n  advanem of a referendum f f he 
w e r e  i n  real doubt a s  t o  the outcome, In  general, t he  c o d t t e e  f e e l s  that no ir- 
reparable harm w i l l ,  a r i s e  by allowing the  l icensee t o  proceed during the i n t e m l ,  
bu t  t h a t  considerable hardship would be caused by a procedure which woad hold t h e  
Ucense i n  abeyance, 

The cormnfttee recommends t h a t  the  leg is la t ion  extending th3  pa t ro l  limits 
a l s o  include a provision enabling t h e  C i t y  of Minneapolis t o  participate i n  th s  gross 
receipts  of both off-sale and on-sale l iquor  establishroents. While we firmly believe 
t h a t  aome of the l iquor  problems i n  Mnneapolis would be materially improved by ex- 
tending the l iquor  pa t ro l  limits, others might well  be compounded by such a change. 
It therefore is  important t o  make these major chacges simultaneously. For reasons 
whfch will be s p e z e d  out  i n  the succeeding paragraphs of this report, we are con- 
vinced that enabling l eg i s l a t ion  authorifing the  c i t y  t o  par t ic ipate  i n  the  gross 
receipts  of l iquor  establishments should become an in t eg ra l  part of pa t ro l  3jlmits 
revision legis la t ion.  

A t  the outset  we recogniae t h a t  t he  l iquor  industry is by f a r  the most 
heavily taxed, as it should be, fnduatry i n  t he  nation, We are a l s o  aware t h a t  t h e  
Cfty of Minneapolis presently receives i n  the neighborhood of .$l,000,000 mnually 
from the l iquor  industry. But on balance the conmdttee is convinced t h a t  l oca l  re- 
c&ts of $1,000,000 per  year i s  by no mans  an adequate amount. 

LIQUOR BUSINESS IM PIINNEAPOZ;fS HAS MOMOPCLISTIC CHARACTERISTICS 

'fhe Uquor business i n  Minneapolis has c l ea r ly  recognizable monopolistic 
characteristics. This is par t icu lar ly  t rue  of off-sale e~ tab l i sbanen t s~  Fi rs t ,  the 
number of establishments i s  limited by s t a t e  law. There is no competition whatso- 
ever in  price I-- s t a t e  l a w  sets the  minimum. Since each establishment s e l l s  sub- 
s t a n t i a l l y  the same l i n e  of merchandise there is no competition as t o  product. 
There is no ccunpet&tion as t o  service, since service primarily cons is t s  of takfng 
the  product from a shelf ,  perhaps wrapptne; it, and accepting payment. There is 
l i t t l e  competition as t o  t h e  physical nakeup of the establishment -- most package 
s to re s  are similarly constructed. Competition i n  the  area of advert is ing is exbxme- 
ly limited -- most newspapers and other needia refuse t o  accept Uplaor advertising. 
There remains one, and only one, a l l  important competitive fac tor  i n  the  off-sa're 
l iquor  business. Location is the decisive consideration i n  the mind of the customer 
a s  he se l ec t s  the s t o r e  i n  which he will make h i s  purc'mse. 

This s ing le  competitive fac tor  i n  the  off-sale l iquor  business is granted 
i n  the form of a l icense by the Ci ty  of Minneapolis. Who gets  t h e  r e l a t ive ly  feu 
key locations is, under the pract ice  of aldermanic courtesy, ac tua l ly  deternrined by 
a s ingle  elected of f ic ia l .  It does not  take a great dea l  of imagination t o  under- 
stand the by-products t h a t  inevi tably follow from t h i s  type of procedure, 

Any t i n e  government, whether it be local,  s t a t e  o r  federal ,  e i t h e r  foaCe1-8 
o r  allows t o  exist a c l s r l y  monopolistic s i tuat ion,  it always regulates the i n d w t r g  
t o  protect the public from the evils inherent i n  monopoly. For example, in  Hnne- 
apo l i s  the number of taxis is limited by the Council and the fare t h a t  may be charg- 
ed i s  carefu l ly  regulated. In view of t he  monopolistic charac te r i s t ics  ex is t ing  i n  



t h e  off-sale industry i n  Minneapolis today, it is irapemtive t h a t  steps b e  taken 
t o  provide adequate safeguards. These safeguards a r e  c l ea r ly  not  provided okthe 
present time, 

The r e l a t i ve ly  few key locat ion off-sale l iquor  s toms have a .trennendous 
volume of business. A t  t h e  aame tima its addi t ional  cos t s  a t t r i bu t ab le  t o  the exta 
volume a r e  not  subs tan t ia l ly  i n  excess of those for a low volume store.  For this 
reason, high volume off -sale locat ions  in Minneapolis are tremendously profitable. 
Almost a l l  of these high volume s to re s  are s i t ua t ed  outside the p=,znt l iquor  pat- 
r o l  lirnits. Although our spec i f ic  reconmtendations with respect t o  the  issue of mul- 
tiple ownership w i l l  come i n  a subsequent report ,  we f e e l  canpelled t o  mention here 
t h a t  t he  ownership and/or management of most of these high volume s t o r e s  is cornea- 
m t e d  among persons having a close blood rela t ionship o r  who have been close busi- 
ness associates  f o r  many yearso It is not possible f o r  the  C i ty  of Minneapolis t o  
provide regulation of this monopolistic s i t ua t ion  i n  t he  usual way -- by regulauon 
of price. State l a w  prohibi ts  competition based on price.  It appears that ,  short 
of outr ight  municipal ownership, there  is only one form of effective regulation f o r  
off-sale l iquor  s tores .  That is par t ic ipat ion by the c i t y  i n  the excess profits 
which inevi tably a r i s e  in a monopolistic type. of enterprise.  

The conamittee recommends that the  c i t y i s  f'inanci.-l. par t ic ipat ion be achiev- 
ed through a sharing i n  the gross receipts. G r o s s  rece ip ts  bear a dirsct relation- 
ship t o  t h e  amount of the  product distr ibuted,  and it is a l s o  the f a i r e s t  measure of 
p r o f i t s  of off -sale establishments where cos t s  a r e  r e l a t i ve ly  s tab le  i r respect ive of 
volume. 

An addi t ional  but important by-product of this proposal i s  that, i n  order 
t o  insuse enforcement, the c i t y  would have the  l e g a l  r i g h t  t o  inspect  t h e  f inanc ia l  
records of a l l  l i q u o r  licensees. I n  the  absence of par t ic ipat ion i n  gross receipts,  
there is a ser ious  l e g a l  doubt as t o  the r i g h t  of t he  c i t y  t o  inspec t  these records. 

I n  order t o  e f fec t ive ly  counter the e f f e c t s  of t he  monopolietic s i tua t ion  
existing i n  the  off-sale l iquor  business i n  Minneapolis, the  par t ic ipat ion i n  gross 
rece ip ts  must be on a graduated basis. A relatively few high volume package ator88 
do the  bulk of the volume of sa les  i n  Minneapolis today. Thair  a b i l i t y  t o  do so  is 
directly a t t r i bu tab le  t o  the  affirmative act of t he  C i t y  Council i n  granting than 
t h e i r  location, Their addi t ional  cos t s  a t t r i bu t ab le  t o  this high volume a r e  relative- 
l y  small, For e f fec t ive  regulation of these establishments, it is I ~ p e r a t i v e  t h a t  
the  amount by which the c i t y  par t ic ipa tes  i n  gross reca ip ts  is not  passed on t o  t h e  
consumer. We are convinced t h a t  competition from suburban off-sale establishments, 
together with t h a t  from t h e  low valume s tores  who would be remitt ing t o  t h e  c i t y  a t  
a considenably l e s s e r  rate, would make it extremely d i f f i c u l t  f o r  high volume stores 
to increase the pr ice  of t h e i r  product ccmrmensurately and st i l l  rsmain competitive. 
We hope and expect t h a t  by tal&ng some of the  f inanc ia l  lucrat iveness  out of these 
high volume package s to re s  there  wi'd be l e s s  i n t e r e s t  on the  prt of ce r t a in  indi- 
viduals t o  concentrate t h e i r  time and investment i n  t h i s  type of business. We a l s o  
believe t h a t  some of the pressures on elected o f f i c i a l s  would considerably diminish. 

Although monopolistic cha rac t e r i s t i c s  a l so  exist i n  the on-sale l i quo r  
business i n  Minneapolis, they do so primarily because of the  l imited number of l icen-  
s e s  avai lable ,  m t h e r  than because of the other  fac tors  influencing the  off-sale 
business. For example, locat ion is much l e s s  s ign i f ican t  f n  the  mind of a prospect- 
i v e  customer-for an on-sale establishment than f o r  an  off-sale s tore .  



Sharing i n  the gross receipt6 of o n 4 e  establlshrnents may be ju s t i f i ed  
on the bas i s  t h a t  t h e  amount contributed by this industry t o  l o c a l  governmsd 18 in 
no way comensurate with the cos t s  t h a t  a r i s e  from excessive d&khg, Imspective 
of t he  r e l a t i ve ly  high tax now imposed on the  l iquor  industry, a relatively mall. 
percentage of it goes t o  the  municipality, It is a t  t h e  local levelwhem the  bas ic  
responsibi l i ty  rests f o r  handling the  problems which a r e  a by-product of this indus- 
try. It i s  par t icu la r ly  appropriate a t  this time t o  urge particip.:-lon by the  c i t y  
i n  the  gross receipt8 02 l iquor  establishments when such l o c a l  govemmsnt services 
as fire and police protection are a t  a dangerously Icw l e v e l  because of lack of f'i- 
nances . 

NO P m m  EI2BlaERE Fm SHARIW IN GROGS RECEIPTS 

To our knowledge, no other c i t y  par t ic ipa tes  i n  t he  gross rece ip ts  of u- 
quor establAshments. This nay be pa r t l y  a t t r i bu t ab le  Do the  f a c t  t h a t  no other city 
h s  qu i t e  the  same s i t ua t ion  that exists i n  Minneapolis, A s  reported pmvi@mly, 
the  l imited numbsr of l i censes  and t h e  r e l a t i v e l y  small area within which they mag 
'locate present a problem p e c w r  t o  our community, But at, l e a s t  t o  a subs tan t j s l  
degree, the monopolistio charac te r i s t ics  we have found inherent i n  the p c h g e  l iquor  
business exist elsewhere, and we respectful ly  suggest t h a t  other cities throughoub the  
nation might well give grea te r  a'ctention t o  this problem, 

LECIISLATIVE ACT ENABLES C r r P  TO SHARE IEJ GRCISS RBCEIFTS 

We do not recommand t h a t  t h e  l eg i s l a t i ve  act contain a provision making 
mandatory the par t ic ipat ion by the C i t y  of Minneapolis i n  the  gross rece ip ts  of 1%- 
quor establ5shments. We siq*%y urge t h a t  the  l eg i s l a t i ve  act contain language enab- 
l i n g  the C i t y  of Mtnneapalis t o  par t ic ipg te  i f  and t o  the extent  it desires. T b  
specif ics  of whether and t o  what degree would be reso lwd a t  a later date  by the  C i t y  
Council. We leave t o  others t o  define whethar sharing i n  these gross rece ip ts  is i n  
the form of a tax o r  a l icense fee  based on -08s receipts .  I n  e i t h e r  event, we 
agree that the C i t y  of I4inrieapolis does not  presently have the  au thor i ty  t o  pa r t i c i -  
pate i n  the gross rece ip ts  of l iquor  e ~ t a b l i s h n e n t s ~  

The pa t ro l  limits are presently a par t  of t he  Minneapolis c i t y  chartor, 
and it i s  the comnitteets be l ie f  tha t  the proposed changes should a l s o  remain a part 
of the  c i t y  charter.  The committee prefers  t o  leave au thor i ty  f o r  m& ing fu ture  
changes i n  the pa t ro l  limits t o  the  voters  of Mnneapolis, r a the r  than entrust ing 
such au thor i ty  e i t h e r  t o  the state legislature o r  t o  the  C i t y  Council. 

LEGISLATIVE ACT SUBMITTED TO THE VOUBS THROUGH T(E;FERENDL? 

Before any of the  provisions contained in the l e g i s l a t i v e  act become ef- 
fective,  the  i s sue  should be su'omitt,ed t o  the voters  of Minneapolis i n  the  form of a 
referendum, If, and only if,  a majority of those voting on the question favor the  
proposed changes$ would they become effect ive,  Submitting the  issue to  a referendum 
i s  somd f o r  several  reasocs. F i r s t ,  charrgicg the pa t ro l  limits ac tua l ly  amends t h e  
present c i t y  char tar  and, therefore, it is good procedure to ask the voters f o r  mtl- 
fication.  Second, au thor i ty  t o  share i n  t h s  groso rece ip ts  02 l iquor  establishmsnts 
is a new concept and one t h a t  should have the  approval of t h e  people, TMrd, l i quo r  
is a par t icu la r ly  sens i t ive  i s sue  and bas ic  chacges such as those proposed should 
have d i r e c t  qpproval of the peop2e. 



LEGISLATrn ACT A PRACrnAL mESSITY -- Tm IS OF THE ESSEXE 

As has been pointed out e a r l i e r  in this report, the changes we hsve re- 
cowmended must be made a t  the  e a r l l e s t  possible date and certainly before the  stab 
legis la ture  convenes again i n  1961a By t h a t  time, the 1.ower loop pr03-t w i l l  be 
well under way and upmrds of 70 licensees wiU. e i the r  have been forced out of busi- 
ness o r  w i l l  be relocated in s o  concentrated an area as t o  insure the ' U k e U h d  of 
a new skid row. 

There is consitlerable mri t  t o  the contention t h a t ,  as a home ~ d e  ci ty,  
Minneapolis should and can prsvent these changes i n  t h e  form of a charter amendment* 
A t  l e a s t  u n t i l  passage of tlhcme rulett constitutAona1 amendment #1 last No-~ember, 
this a v m e  has been impractical, i n  view of tb requirement of a 75% favomble vote 
befora the amendment could become effective. Even though this provision was renoved 
from t h e  contititution through pasaage of amendment #., the 75% requirement remains a 
par t  of t h e  ~ t a t u t o r y  law, Until and unless the seation se t t ing  f orbh the 75% major- 
i t y  requirement is repealed, we are l e f t  w i t h  no recourse other than t o  preso f o r  
action i n  the  f o m  of a legis la t ive  billo 


