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INTRODUCTION 

I n  recent years the Met ropo l i tan  Council has begun t o  work on the exceedingly 
d i f f i c u l t  quest ions o f  coord inated p lann ing  f o r  the  e n t i r e  met ropo l i tan  area. 

F i r s t ,  the  Council, having been placed i n  charge o f  the  major areawide systems of  
open space, sewers, t r a n s i t ,  roads and a i r p o r t s ,  i s  t r y i n g  t o  p u l l  a l l  o f  these 
major p u b l i c  systems together  so t h a t  the f l ow  o f  money f o r  these systems goes t o  
the r i g h t  places a t  the r i g h t  t ime. 

Second, the  Council i s  beginning t o  w r e s t l e  w i t h  the  problems t h a t  m u n i c i p a l i t i e s  
w i l l  have i n  c a r r y i n g  o u t  the  p rov i s ions  o f  the  Mandatory Planning Act, which re- 
qu i res  t h a t  municipal comprehensive p lans conform t o  the  plans fo r  the  areawide 
systems. The Council i s  having rea l  d i f f i c u l t y  w i t h  the prepara t ion  o f  a proposed 
Investment Framework and Development Fund, which contemplates some k ind  o f  f i n a n c i a l  
ass is tance t o  m u n i c i p a l i t i e s  t o  he lp  them implement t h e i r  plans. 

Thi rd,  and probably most d i f f i c u l t  o f  a l l ,  the  Council i s  beginning t o  move t o  the 
issue o f  coord ina t ing  the  p r i v a t e  elements o f  met ropo l i tan  development, p a r t i c u l a r l y  
i n  those pa r t s  o f  the  met ropo l i tan  area undergoing re-development, where p r i v a t e  in -  
vestment has lagged. A spec ia l  committee has been named by the  Council t o  prepare 
recommendations f o r  the  1977 Leg is la tu re .  The issue o f  f i nanc ing  redevelopment 
extends fa r  beyond the  Counci l .  The Leg is la tu re  i t s e l f  i s  prepar ing f o r  a major re- 
view i n  1977 of  the s t a t e ' s  experience w i t h  i t s  laws on f inanc ing  redevelopment. 

We have reviewed several o f  the past  repor ts  o f  the  C i t i zens  League which deal w i t h  
issues o f  urban development and redevelopment. We t h i n k  t h a t  a combination o f  re- 
s t a t i n g  some o f  these recommendations and e labo ra t i ng  on o thers  may be useful  t o  the 
Twin C i t i e s  area community as discussions and a c t i o n  take p lace over the  next  several 
months . 

BACKGROUND 

1 .  The federal  government no longer p lays the  d i r e c t  r o l e  i n  f i n a n c i n g  redevelopment 
as i t  d i d  i n  t h e  50 's  and 60 's  -- I n  about t h e  middle 1950's the  federal  govern- 
ment began t o  p rov ide  major f i n a n c l a ~  assistance, on a long-term basrs, t o  h e l p  
c i t i e s  r e b u i l d  t h e i r  b l i g h t e d  areas. I n  those days the  federal  government pa id  
f o r  two- th i rds  (and i n  some s i t u a t i o n s ,  up t o  three- four ths)  o f  the  cos t ,  and 
the  c i t y  pa id  the balance. I n  the  l a t e  1960's federa l  p r i o r i t i e s  changed. Long- 
term funding was replaced by year-to-year commitments. Federal d o l l a r s  i n  some 
years were h e l d  back. Since 1974, federa l  d o l l a r s  have been d i s t r i b u t e d  through 
b lock  grants f o r  community development, w i thou t  any earmarking f o r  urban renewal. 



2. As the federal  r o l e  has changed, the Minnesota Leg is la tu re  has given c i t i e s  
a new form o f  access t o  l oca l  funds f o r  redevelopment -- C i t i e s  w i t h  major 
redevelopment plans on the drawing boards turned t o  the Leg is la tu re  i n  the 
l a t e  1960's as i t  became apparent tha t  the federal  government would not  be 
d i r e c t l y  involved i n  f inanc ing redevelopment t o  the same extent  as i n  the  
past .  'The Leg is la tu re  d i d  not  replace the federal  d o l l a r s  w i t h  funds from 
another l eve l  o f  government above the c i t y ,  such as the s ta te ,  region o r  
county. Instead, the Leg is la tu re  gave c i t i e s  a new k i n d  o f  oppor tun i ty  t o  
capture property tax  revenues speci f i c a l l  y f o r  redevelopment. The idea was 
s t ra igh t fo rward :  Le t  the  c i t i e s  use the property taxes from the new growth 
generated by redevelopment t o  pay fo r  the p u b l i c ' s  expenses. I n  theory, 
the new taxes wouldn ' t  have been ava i l ab le  i n  the  absence o f  redevelopment, 
so, according t o  the theory, why not  l e t  the taxes be dedicated t o  pay fo r  
the pub1 i c ' s  redevelopment costs? 

Thus, the  t a x  revenue from the new growth could be d i ve r ted  t o  pay f o r  (a) 
land a c q u i s i t i o n ,  (b) land clearance, (c) r e l o c a t i o n  o f  occupants, (d) in -  
s t a l l a t i o n  o f  p u b l i c  improvements, and (e) write-down o f  the  land p r i c e  fo r  
re-sale f o r  p r i v a t e  development. This method o f  f inancing,  captur ing  the 
incremental growth i n  property taxes, has been popu lar ly  c a l l e d  tax-increment 
f inancing.  ( ~ c t u a l  l y ,  a form o f  tax-increment f inanc ing had been i n  Minne- 
sota s ta tu tes  s ince the l a t e  19401s, but  a techn ica l  change i n  the law i n  
1969 made tax- i ncrement f inanc ing workable. ) 

Under tax-increment f inanc ing the growth o f  revenues pledged t o  pay f o r  re- 
development comes from a l l  po r t i ons  o f  the t a x  b i l l ,  inc lud ing county, school 
d i s t r i c t ,  specia l  purpose d i s t r i c t s ,  and, o f  course, the  c i t y  i t s e l f .  

The e f fec t  o f  tax-increment f inanc ing i s  t h a t  a c i t y  can assure an ongoing 
stream o f  money f o r  several years i n t o  the f u t u r e  t o  pay f o r  the expenses 
o f  redeve 1 opmen t . 
Several d i f f e r e n t  s t a t e  laws r e l a t e  t o  tax-increment f inancing.  C i t i e s  can 
use The t o o l  through t h e i r  Housing & Redevelopment Au tho r i t i es ,  t h e i r  Por t  
Au tho r i t i es ,  o r  d i r e c t l y  through t h e i r  C i t y  Counci 1s. For property taxes pay- 
ab le  i n  1975, the  Minnesota Department o f  Revenue reported ten Minnesota c i t i e s  
( f i v e  o u t s t a t e  and f i v e  i n  the  met ropo l i tan  area) a l ready had a t o t a l  o f  about 
$20 m i  1 1  i on  i n  growth o f  taxable va luat ion  dedicated f o r  tax-increment purposes. 
The number o f  c i  t i e s  and the  amounts involved are pro jec ted t o  grow i n  coming 
years. As many as 40 c i t i e s  a l ready may have tax-increment p ro jec ts  i n  various 
stages o f  planning. A mayor's commission pro jec ted t h a t  f o r  Minneapolis alone 
approximately $286 m i  1 1  ion  i n  va luat ion  could be dedicated f o r  tax-increment 
f inanc ing by 1985. 

- - I 

SUMMARY OF RECOMMENDATtBtdS 

The f inanc ing o f  major urban redevelopment should be accomplished i n  a par tner -  
sh ip  between the areawide and loca l  governmental bodies, j u s t  as such a par tner -  
sh ip  t r a d i t i o n a l l y  has f inanced the preparat ion o f  land on the urban f r i nge  f o r  
i n i t i a l  development. Major urban redevelopment should not  be financed s o l e l y  
w i t h i n  the c i t y  l i m i t s  o f  the l o c a l i t y  where the redevelopment occurs. The Metropol i tan Counci 1 should take the lead i n  seeking funds from tho  Legislot&ra 
f o r  the areawide share o f  f inanc ing redevelopment. The Eounc i l ' s  own guP& fo r  
regional  growth acknowledges an areawide respons i b i  1 i t y  f o r  development. 



A t  the  l oca l  l e v e l ,  c i t i e s  should have incent ives  and powers t o  use general o b l i -  
ga t ion  bonding o r  d i r e c t  t axa t i on  f o r  the  l oca l  share o f  redevelopment, bu t  w i t h -  
ou t  necessar i l y  c u r t a i l i n g  t h e i r  a u t h o r i t y  t o  cont inue t o  use the  somewhat- 
c r i t i c i z e d  tax-increment approach. 

FIND1 NGS 

1 .  The Met ropo l i tan  Counc i l ' s  Development Framework Guide o u t l i n e s  the  Counc i l ' s  
p o l i c i e s  f o r  the  b u i l t - u p  areas as w e l l  as the  urban f r i n g e .  The Guide h igh-  
l i g h t s  f i v e  d i s t i n c t  p a r t s  o f  the  region: (a) Rural Serv ice Area, which i s  
the  predominantly a g r i c u l t u r a l  p o r t i o n  o f  the  seven-county area; (b) Area of  
Planned Urbanizat ion,  which inc ludes the  developing suburban communities; 
(c) Freestanding Growth Centers, which a re  the  o lde r ,  small and medium-sized 
c i t i e s  sp r ink led  through the  r u r a l  p a r t s  o f  the region; (d) Met ropo l i tan  
Centers, which inc lude the cen t ra l  business d i s t r i c t s  o f  S t .  Paul and Minne- 
a p o l i s  and the  immediately adjacent r e s i d e n t i a l ,  commercial and i n s t i t u t i o n a l  
developments; and (e) Ful ly-Developed Areas, which encompass the  balance o f  
the  cen t ra l  c i t i e s  and the  b u i l t - u p  adjacent suburbs. 

2. I n  i t s  s p e c i f i c  implementation plans f o r  ca r r y ing  ou t  the  p r i n c i p l e s  o f  the 
Development Framework Guide, the  Met ropo l i tan  Council has concentrated 
c h i e f l y  on the issues o f  o r d e r l y  growth o f  the  urban f r i n g e .  The 1976 Legis- 
l a t u r e  gave the  Council new a u t h o r i t y  t o  deal w i t h  the  urban-fr inge-growth 
issue. 

3. The Counc i l ' s  Development Framework Guide a l s o  demonstrates a regional  commit- 
ment t o  maintenance and redevelopment o f  o l d e r  areas, n o t  abandonment. Des- 
p i t e  the Counc i l ' s  general goals and p o l i c i e s  support ing maintenance and re- 
development, the  Council has n o t  ye t  proposed s p e c i f i c  implementation programs 
t o  the  same degree i t  has f o r  the  urban f r i n g e .  

4. The C i t i zens  League repor t ,  "Balancing the  New Use and Re-Use o f  Land," issued 
i n  January - -- 1976, c a l l s  on the  Me t ropo l i t an  Council t o  prepare and adopt a s p e -  
c i f i c  implementation program t o  be submitted t o  the Leg is la tu re  i n  1977 f o r  the  
maintenance and redevelopment o f  the  Fully-Developed Areas and the  Met ropo l i tan  
Centers. The repo r t  urges the  Council t o  exp lore  a program o f  met ropo l i tan  o r  
s t a t e  a id .  

Another C i t i zens  League repor t ,  "Metropol i tan Pub l i c  Improvements: Tying Them 
A l l  Together,'' issued i n  August 1972, proposes t h a t  the  Met ropo l i tan  Council 
develop an in tegra ted  c a p i t a l  budgeting program f o r  reg iona l -sca le  developments 
such as roads, a i r p o r t s ,  sewers, open space, and t r a n s i t .  

5. The Met ropo l i tan  Council has now es tab l ished a Fully-Developed Areas Task Force 
which i s  expected t o  make recommendations t o  the  Council i t s e l f  i n  the f a l l  o f  
1976, so t h a t  s p e c i f i c  proposals can be presented t o  the Leg is la tu re  i n  1977. 

6. I n  i t s  ac t ions  t o  date the  Leg is la tu re  has i nd i ca ted  the  s t a t e  a l s o  has a com- 
mitment t o  maintenance and r e b u i l d i n g  o f  the  o l d e r  areas, n o t  t o  abandonment, 
and t h a t  p u b l i c  funds must be used i n  the r e b u i l d i n g  process. 

7. The Leg is la tu re  i s  determined t h a t  Minnesota -- i n  con t ras t  w i t h  some o the r  
p a r t s  o f  the  na t i on  -- preserve i t s  major urban centers as t h r i v i n g  con t r i bu -  
t i o n s  t o  a h igh  q u a l i t y  o f  l i f e .  



8. Tax-increment f inancing,  an ingenious f i nanc ing  mechanism which the Leg is la -  
t u r e  has author ized t o  he lp  l o c a l i t i e s  pay the  costs o f  redevelopment, enables 
a c i t y  t o  r a i s e  a great  deal o f  money qu i ck l y .  From a c i t y ' s  perspect ive,  
c e r t a i n  tax-increment p r o j e c t s  can be very successful .  For example, when a 
c i t y  undertakes a tax-increment p r o j e c t  on vacant land, i t  has fewer expenses 
than i f  bu i l d ings  must be t o r n  down and occupants re located.  I n  such a pro- 
j e c t  the tax-increment i t s e l f  i s  maximized because no tax-paying development 
was there  before. O f  course, from a c i t y ' s  perspect ive,  tax-increment pro- 
j e c t s  a re  always more succsssful  when a developer i s  committed i n  advance t o  
p a r t i c i p a t e .  

9. But tax-increment f i nanc ing  i s  open t o  c r i t i c i s m  f o r  the  f o l l o w i n g  reasons: 

- - I t s  cos t  imp l i ca t i ons  are n o t  r e a d i l y  apparent t o  the taxpayer. I n  fact ,  
an impression may be f a l s e l y  conveyed t h a t  tax-increment costs the  tax- 
payer noth ing.  

- - I t  may a c t u a l l y  reduce a c i t y ' s  taxable value du r ing  the  t ime a f t e r - o l d  
bu i l d ings  are  t o r n  down and before new bu i l d ings  are  b u i l t .  Also, gen- 
e r a l  t axa t i on  may be requ i red  t o  pay o f f  tax-increment bonds dur ing  the  
t ime before new cons t ruc t i on  i s  on the  tax  r o l l s .  

-- It makes a fundamental change i n  the  way c a p i t a l  expenditures a re  f inan-  
ced. T r a d i t i o n a l l y ,  the commitment o f  c a p i t a l  funds requ i red  measures 
inc lud ing ,  no t  i n f requen t l y ,  a referendum by the  pub l i c .  But under tax-  
increment f i nanc ing  i t  i s  poss ib le  t o  d i v e r t  funds which supposedly 
would have paid f o r  the  opera t ing  expenses o f  c i t i e s ,  schools and count ies 
and earmark them f o r  c a p i t a l  purposes (redevelopment) w i t h  few, i f  any, 
o f  the t r a d i t i o n a l  r e s t r a i n t s  on c a p i t a l  expenditures. 

- - The s t a t e  i s  being drawn, i n d i r e c t l y ,  t o  the  f inanc ing  o f  c a p i t a l  expen- 
d i t u r e s  o f  l o c a l i t i e s .  As the  opera t ing  revenues o f  c i t i e s ,  schools and 
count ies are  d i v e r t e d  t o  the  c a p i t a l  costs o f  redevelopment, these u n i t s  
o f  government t u r n  increas ing ly  t o  the  s t a t e  government f o r  s t a t e  a ids  
fo r  opera t ing  purposes. What t h i s  means i s  t h a t  s t a t e  a ids  a r e  reimburs- 
i ng  a c i t y ' s  opera t ing  account f o r  the  d i ve rs ion  o f  c i t y  opera t ing  funds 
t o  the cap i t a  1 account. 

- - The leve l  o f  s t a t e  non-property a i d  t o  school d i s t r i c t s  a l s o  i s  af fected.  
Under the  cu r ren t  s t a t e  a i d  formula f o r  schools, the  s t a t e  r e l a t e s  the 
amount o f  a i d  f o r  school d i s t r i c t s  t o  the  s i z e  o f  a school d i s t r i c t ' s  
t ax  base. I f  some o f  the growth i n  t ax  base i s  he ld  ou t  f o r  tax-increment 
f inancing, then the  s t a t e  g ives more funds t o  a school d i s t r i c t  t o  make up 
for  i t s  l a c k  o f  l oca l  revenue-ra is ing capaci ty .  What t h i s  means i s  t h a t  
a l oca l  dec is ion  t o  s e t  up a tax-increment p r o j e c t  has the  e f f e c t  of  com- 
m i t t i n g  more s t a t e  a ids  t o  the a f fec ted  school d i s t r f c t .  

- - The p u b l i c ' s  investment through tax-increment f inancing,  i n  t o t a l ,  i s  the 
sum o f  the decis ions made separate ly  and u n i l a t e r a l l y  by var ious c i t i e s  
and agencies w i t h i n  c i t i e s .  No one knows how much money a l ready has been 
committed o r  how much more i s  l i k e l y  t o  be committed i n  coming years. 
Some s t a t u t o r y  l i m i t s  a re  i n  e f f e c t ,  but ,  because o f  the  v a r i e t y  o f  laws 
under which tax-increment can be used, no o v e r a l l  l i m i t  i s  i n  ex is tence.  
Tax-increment p r o j e c t s  author ized by a c i t y  counc i l  under what a re  known 
as "development d i s t r i c t s "  a re  sub jec t  t o  l i m i t a t i o n s  on the  propor t ion  



of a c i t y ' s  acreage o r  market value t h a t  can be included. On the o ther  
hand, the on ly  l i m i t a t i o n  on tax-increment p ro jec ts  o f  a housing and 
redevelopment a u t h o r i t y  i s  t h a t  t he  a f fec ted  areas must be "deter iorated." 

-- The t o o l  enables c i t i e s  t o  pledge tax  d o l l a r s  from over lapping u n i t s  sf 
government w i thout  a d i r e c t  voice by these j u r i s d i c t i o n s  on whether t o  
p rocee d . 

-- Since a l l  l o c a l i t i e s  have the same t o o l ,  and e s s e n t i a l l y  the same freedom 
i n  i t s  use, the bui  1 t-up areas ( f o r  which the t o o l  was designed) may f i n d  
themselves competing w i t h  the growing areas on the f r i nge  ( f o r  which the 
too l  was no t  designed, bu t  which have the same r i g h t s  t o  i t s  use). That 
i s ,  a f r i n g e  community might impose the t o o l  l o c a l l y  t o  regain the com- 
p e t i t i v e  advantage i t  had before the b u i l t - u p  community began using tax- 
increment f inancing.  

I n  some cases tax-increment f inanc ing has been undertaken before adequate 
guarantees were received t h a t  development would occur as contemplated. 
Under tax-increment f inancing,  p u b l i c  d o l l a r s  sometimes are  committed 
before the fac t ,  -- tha t  i s ,  before the development occurs -- wi thout  a 
guarantee t h a t  development w i l l  occur as soon as planned o r  t h a t r i t  w i l l  
produce as many taxes as expected. Some agencies w i t h  a longer h i s t o r y  
of involvement i n  tax-increment f inanc ing have been more ca re fu l  about when 
t o  use the t o o l .  

-- The t o o l  requires proper ty  taxes t o  be r e l a t i v e l y  high, i n  order  t o  b r i n g  
i n  enough revenues t o  pay o f f  the  tax-increment bonds. As a r e s u l t ,  a 
community may be forced t o  accept less- than-desi rable development simply 
t o  get  the tax  revenue f lowing e a r l y  enough. O r  a community may f i n d  
i t s e l f  r e s i s t i n g  a substant ia l  decrease i n  property taxes f o r  f e a r  t h a t  
such a step would reduce the d o l l a r s  a v a i l a b l e  t o  pay o f f  tax-increment 
bonds. 

-- L o c a l i t i e s  have very l i t t l e  bargain ing power i n  decid ing on the degree o f  
p u b l i c  subsidy. I t  i s  e i t h e r  the t o t a l  increment l e g a l l y  ava i l ab le ,  o r  i t  
i s  nothing. 

-- The too l  l i m i t s  the k i n d  o f  redevelopment which can be supported. That i s ,  
a p lan  may no t  be acceptable unless new growth i s  p ro jec ted t o  produce su f -  
f i c i e n t  p roper ty  taxes t o  pay o f f  the  bonds. Consequently, a type o f  new 
development which does not  b r i n g  i n  la rge tax  increments (such as lower- 
densi ty  housing) w i l l  r a t e  a low p r i o r i t y .  

-- The method requires a greater  degree o f  p u b l i c  p a r t i c i p a t i o n  i n  redevelop- . 
ment and, thereby, may produce a higher-than-normal cost ,  because o f  cer- 
t a i n  costs unique t o  p u b l i c  pa r t i c ipa t i on , r such  as r e l o c a t i o n  payments. 

-- The very a v a i l a b i l i t y  o f  the method i n  a l o c a l i t y  -- and the f a c t  t h a t  i t  
might bk used -- may cause p r i v a t e  developers t o  h e s i t a t e  i n  proceeding on 
t h e i r  own, b e l i e v i n g  instead t h a t  i f  they w a i t  the b e n e f i t s  o f  the subsidy 
might be extended t o  them, too. 

-- Some k inds o f  tax-increment p ro jec ts  are exempt from the met ropo l i tan  tax-  
base-sharing ( f i s c a l  d i s p a r i t i e s )  law. A c i t y  might be tempted t o  avoid 
making a c o n t r i b u t i o n  o f  the tax-base growth t o  the  metropol i t a n  ftdcal 

- --- -- -.- -. 



d i s p a r i t i e s  pool by "hiding" the  growth i n  a c e r t a i n  type o f  tax-increment 
p r o j e c t .   a ax- i ncremen t p ro jec ts  o f  housing and redevelopment author i t i e s  
are exempt from f i s c a l  d i s p a r i t i e s  sharing.) 

10. Three previous C i t i zens  League repor ts  have expressed concern over tax-increment 
f inanc ing,  al though none of these repor ts  contained s p e c i f i c  recommendations 
on a l t e r n a t i v e s .  The repor t  "Bu i ld ing  Confidence i n  Older Neighborhoods," 
June 1973, urged caut ion on use of tax-increment f inanc ing because on ly  c e r t a i n  
types o f  new development -- those which generate la rge amounts o f  property  taxes -- can be f inanced under t h i s  approach. The repor t  "Reducing Property Tax In-  
e q u i t i e s  Among Taxpayers and C i t i es , "  March 1975, noted t h a t  c i t y  governments 
can a f f e c t  taxpayers i n  over lapping tax ing  d i s t r i c t s  through the  use o f  tax-  
increment f inancing.  The repor t  urged more ca re fu l  ana lys is  o f  the  long-term 
p o t e n t i a l  impact o f  tax-increment f inancing. The repor t  "Balancing the  New 
Use and Re-Use o f  Land," January 1976, found t h a t  a c i t y ' s  need fo r  opera t ing  
revenue i s  being a f fec ted  by the  use o f  tax-increment f inancing.  The repor t  

sa id  a dec is ion  must be reached on the  longer-term source of revenues fo r  the  
f inancing both o f  development and o f  opera t ing  budgets in the  c i t i e s  where 
major re-bui 1 d ing programs now are requi red. 

11 .  The continued use o f  tax-increment f inanc ing i s  i n  jeopardy. Some l e g i s l a t i v e  
leaders are  urg ing  i t s  repeal o r  t h a t  i t  be severely r e s t r i c t e d .  But, i f tax-  
increment f inanc ing were t o  be abol ished, no th ing  now i s  a v a i l a b l e  t o  take i t s  
place. The redevelopment o f  bu i  1 t-up areas wowld be  subject  t o  f u r t h e r  un- 
c e r t a i n t y .  

CONCLUSIONS 

1. We be l i eve  t h a t  governmental f inanc ing o f  redevelopment i s  l e g i t i m a t e  and ne- 
cessary. Whi l e  there are  r i s k s  associated w i t h  redevelopment, they are  fa r  
p re fe rab le  t o  the c e r t a i n t y  o f  b l i g h t  i f  noth ing i s  done. 

2. We be1 ieve governmental assistance fo r  redevelopment should be appl ied  f o r  
a r r e s t i n g  b l i g h t  (prevent ive o r  cu ra t i ve ) .  The t o o l s  f o r  redevelopment should 
not  be used on the urban f r i n g e  o r  i n  areas not  s u f f e r i n g  from, o r  faced w i t h  
cond i t ions  l i k e l y  t o  produce, b l i g h t .  

. 3 .  The State o f  Hinnesota should not  leave the  f i nanc ing  o f  redevelopment t o  
c i t y  governments alone. Redevelopment c l e a r l y  has a broader-than-municipal 
impact, s ince o the r  p a r t s  o f  an urban area, and probably o ther  pa r t s  o f  a 
s ta te ,  a r e  a f fec ted when b l i g h t  s t r i k e s  one loca t ion .  

4. Governmental-private cooperat ion i n  re-development i s  i n  some ways s i m i l a r  t o  
widely-accepted cooperat ion between the  two sectors i n  i n i t i a l  development. 
Government t r a d i t i o n a l l y  has f a c i l i t a t e d  p r i v a t e  development on open land 
through bui  l d i n g  roads, sewers and o ther  support f a c i  1 i t  ies. I n  e f f e c t ,  
government has provided the investment necessary t o  make p r i v a t e  development 
possib le.  I n  the case o f  some major i n s t a l l a t i o n s ,  areawide funding has been 
requi red. The same p r i n c i p l e  appl ies t o  redevelopment. Again, government i s  
f a c i l i t a t i n g  p r i v a t e  development, on l y  i n  t h i s  case on prev ious ly -bu i l t -upon 
land. This t ime a d i f f e r e n t  form o f  government investment i s  needed. Instead 
o f  new roads and sewers, the investment involves a c q u i s i t i o n ,  clearance and 
preparat ion o f  land which helps make p r i v a t e  development possib le.  As w i t h  
i n i t i a l  development, some o f  the investment w i l l  be o f  such scale as t o  re- 
q u i r e  areawide support. 



5. The Leg is la tu re  u rgen t l y  needs a  recommendation on f i nanc ing  redevelopment 
from the  Met ropo l i tan  Counci l .  

6. A f inanc ing  p lan  f o r  redevelopment should: 

-- Leave :he r e s p o n s i b i l i t y  f o r  i n i t i a t i n g ,  p lanning and implementing rede- 
velopment p r o j e c t s  a t  the c i t y  l e v e l ,  i r r e s p e c t i v e  o f  the l eve l  of  gov- 
ernment from which the funding occurs. 

-- Be d i r e c t ,  w i t h  the  f u l l  cos t  -- present and f u t u r e  -- t o  d i f f e r e n t  l e v e l s  
of government known and above board. 

-- Be l i m i t e d  w i t h  respect t o  the  amount o f  government o b l i g a t i o n .  

-- Enable a  v a r i e t y  o f  types o f  development t o  occur and not  d i c t a t e  the  
type o f  development. 

-- Give u n i t s  o f  government and taxpayers a f f e c t e d  by the f inanc ing  p lan  a  
vo ice  i n  determining what i t  s h a l l  be. 

-- Be c l e a r  enough i n  i t s  a p p l i c a t i o n  so t h a t  p rospect ive  developers do not  
delay t h e i r  own p r i v a t e  p lans on the  expectat ion,  however, remote, of 
some f i n a n c i a l  assistance. 

-- A l low l o c a l i t i e s  t o  proceed, us ing t h e i r  own resources, so long as s ide  
e f fec ts  don ' t  go beyond t h e i r  own borders. 

-- Recognize redevelopment investment as a  c a p i t a l  investment, s i m i l a r  t o  
investments fo r  highways, sewers, a i  rpo r t s ,  and parks. 

' -- Be d i rec ted  on ly  a t  those areas which are unable t o  redevelop themselves 
a t  a  s a t i s f a c t o r y  pace w i thout  government ass is tance.  

-- A l low a  community t o  respond q u i c k l y  and p o s i t i v e l y  t o  a  p r i v a t e  proposal 
ra the r  than inves t  p u b l i c  money a t  an e a r l y  t ime when the  prospect o f  
p r i v a t e  investment i s  u~ncer ta in.  

We do not  d ispute  the  f a c t  t h a t  the  problems w i t h  tax-increment f inanc ing  
are  s i g n i f i c a n t  and requ i re  t h a t  t he  Leg is la tu re  se r ious l y  review i t s  cur -  
ren t  methods o f  f i nanc ing  urban redevelopment. But the Leg is la tu re  should 
no t  d i s r u p t  the  present f i nanc ing  p lan  i n  the absence o f  an adequate a l t e r -  
na t i ve .  A f t e r  a l l ,  c i t i e s  a re  on l y  doing what the  Leg is la tu re  i t s e l f  has 
p rev ious l y  author ized.  E f f o r t s  should f i r s t  be made t o  co r rec t  the most 
ser ious problems w i t h  tax-increment f i nanc ing  w i thou t  s e t t i n g  back the  
l e g i t i m a t e  e f f o r t s  o f  c i t i e s  t o  renew themselves. Moreover, c i t i e s  should 
no t  be l e f t  w i t h  tax-increment f i nanc ing  as the  on l y  redevelopment f inan-  
c i n g  t o o l .  

RECOMMENDATIONS 

1. Recognize -- Thi s  recommen- 
da t i on  fo l l ows  up on prev ious C i t i zens  League repor ts  which have chal lenged 
the Met ropo l i tan  Council t o  f o l l o w  through on i t s  own s ta ted  commitment t o  -- -. .--- ---. r-- A 

-- ----- - -.- I - 



the  maintenance and redevelopment o f  o l d e r  areas, and which have urged a 
c a p i t a l  budgeting system f o r '  the  major components o f  regional  development. . 
We s p e c i f i c a l l y  recommend t h a t  the  ~ e t r o ~ o l i t r r n  Counci l :  

(a) Prepare a u n i f i e d  c a p i t a l  budget, i nc lud ing  a p lan  f o r  f inanc ing ,  f o r  
each o f  the major urban development areas as i d e n t i f i e d  i n  i t s  Develop- 
ment Framework Guide -- What t h i s  means i s  t h a t  the t o t a l  p u b l i c  inves t -  
ment, areawide and l o c a l ,  fo r  the  major urban systems, i nc lud ing  rede- 
velopment, would be i d e n t i f i e d  fo r  a l l  pa r t s  o f  the  met ropo l i tan  area. 
I t  would be possib le,  thereby, t o  see how each p a r t  o f  the  me t ropo l i t an  
area i s  being t reated,  i n  t o t a l ,  i n  comparison w i t h  a l l  o the r  pa r t s .  
Th is  recommendation e laborates on a prev ious C i t i zens  League proposal 
f o r  a u n i f i e d  c a p i t a l  budget by s p e c i f i c a l l y  i nc lud ing  the  f inanc ing  of  
redevelopment as one o f  the  components. 

(b) Expand new1 y- requ i red systems statements t o  i n c l  ude redevelopment as a 
component -- The Met ropo l i tan  Council i s  requ i red  under the  newly- 
a d o ~ t e d  M e t r o ~ o l i t a n  Land Planninq Act (a l so  known as the  Mandatory 
p lanning Ac t ) '  t o  in fo rm loca l  governments o f  the planned metropol i tan  
investment i n  sewers, highways, a i r p o r t s  and regional  parks. Local 
governments then use t h i s  in fo rmat ion  i n  making t h e i r  own l o c a l  com- 
prehensive plans. Our recommendation adds redevelopment t o  the  l i s t .  
The Met ropo l i tan  Council would, there fore ,  t e l l  l oca l  governments the  
ex ten t  of  the  met ropo l i tan  commitment f o r  redevelopment assistance, 
j u s t  as the  Council w i l l  i n fo rm these governments r e l a t i v e  t o  contem- 
p l a t e d  met ropo l i tan  investment i n  sewers, highways, a i r p o r t s  and re-  
g iona l  parks. 

(c)  Make systems statements compatible w i t h  areas as i d e n t i f i e d  i n  Develop- 
ment Framework Guide -- As noted e a r l i e r ,  the  Development Framework 
Guide d i v ides  the me t ropo l i t an  area i n t o  f i v e  sub-areas: Rural Serv ice 
Area, Area o f  Planned Urbanizat ion,  Freestanding Growth Centers, Metro- 
p o l i t a n  Centers, and Fully-Developed Areas. The Met ropo l i tan  Counc i l ' s  
systems statements, however, apply t o  l o c a l  governments, many of whose 
boundaries do not  co inc ide  w i t h  one o f  the  above-mentioned sub-areas. 
Pa r t  of  a l oca l  government may be used i n  the  Rural Serv ice Area and 
p a r t  i n  the Area o f  Planned Urbanizat ion.  ' O r  p a r t  o f  a l o c a l  government 
may be i n  a Met ropo l i tan  Center and p a r t  i n  the  Fully-Developed Areas. 

This recommendation i s  designed t o  make sure t h a t  the systems statements -- 
which o u t l i n e  the  contemplated met ropo l i tan  investment i n  sewers, h igh-  
ways, a i r p o r t s ,  regional  parks, and, as we recommend, redevelopment -- 
w i l l  d i s t i n g u i s h  between the sub-areas i n  the  Development Framework 
Guide. For example, the  systems statement should make i t  c l e a r  t o  the  
c i t y  how much o f  the  met ropo l i tan  investment i n  redevelopment would be 
contemplated f o r  the  Met ropo l i tan  Center and how much i n  the  F u l l y -  
Developed Area. 

This recommendation app l i es  t o  the  e n t i r e  met ropo l i tan  area. That i s ,  Freestanding Growth Centers, such as S t i l l w a t e r  and Hast ings, have o l d e r  
areas w i t h i n  them t h a t  need t o  be renewed. And there  a re  l oca t i ons  
throughout the  Fully-Developed Areas, such as i n  Hopkins, Robbinsdale, 
North S t .  Paul, South St .  Paul and east  Bloomington, where redevelopment 
i s  needed. O f  course, the  downtowns o f  Minneapol is and S t .  Paul, i d e n t i -  
f i e d  as the  Met ropo l i tan  Centers, w i l l  cont inue t o  requ i re  subs tan t i a l  
redeve 1 opmen t . 



(d) Seek funds, as deemed needed, t o  c a r r y  ou t  the  prov is ions  o f  i t s  systems 
statements, i nc lud ing  those prov is ions  dea l i ng  w i t h  redevelopment -- 
The Council, on beha l f  o f  the met ropo l i tan  area, would submit a  f inancing 
p lan t o  the  Leg is la tu re ,  seeking bond funds, t ax ing  a u t h o r i t y ,  o r  whatever 
would be required, j u s t  as i t  does now, f o r  example, i n  connection w i t h  
met ropo l i tan  systems under i t s  d i r e c t  con t ro l ,  such as open space. Par t  
o f  i t s  f inanc ing  p lan  would inc lude requests f o r  cover ing the redevelop- 
ment component. This  recommendation was made i n  the League's repo r t  
"Balancing the New Use and the Re-Use o f  Land," January 1976. The finan- 
c ing  p lan  f o r  redevelopment would o u t l i n e  the  Counc i l ' s  proposed method 
fo r  a l l o c a t i o n  o f  funds among the var ious p a r t s  o f  the  met ropo l i tan  area 
and would i n d i c a t e  the proposed ex ten t  o f  loca l  matching funds. As the 
C i t i zens  League suggested i n  i t s  August 1972 repo r t ,  "Metropol i tan Pub l i c  
Improvements: Tying Them A l l  Together," the Met ropo l i tan  Council could 
submita u n i f i e d  f i nanc ing  proposal t o  the Leg is la tu re  f o r  a l l  met ropo l i -  
tan systems, ra the r  than t r e a t i n g  each separate ly .  

I n  eva lua t i ng  poss ib le  methods of  f inancing redevelopment, the  Met ropo l i -  
tan Council should look t o  general o b l i g a t i o n  bonds as an opt ion ,  bu t  
not  t o  the exclus ion o f  pay-as-you-go. As we look t o  the long run, we 
see redevelopment as being a  permanent phenomenon i n  c i t y  and suburban 
l oca t i ons  throughout the region. 

We a re  f u l l y  aware o f  the complexi t ies o f  f i nanc ing  redevelopment and o f  
the growing needs f o r  the f i nanc ing  o f  o ther  areawide f a c i l i t i e s  and 
programs. .The C i t i zens  League intends t o  exp lore  the dimensions o f  t h i s  
issue dur ing  coming weeks w i t h  the i n t e n t  o f  o f f e r i n g  cons t ruc t i ve  sug- 
gest ions i n  e a r l y  1977. 

Improve tax-increment f inanc ing  -- The f o l l o w i n g  changes would be made: 

(a) Require f u l l  d i sc losu re  o f  i t s  impact -- So t h a t  d i r e c t  and i n d i r e c t  f i -  
nancia l  impact can be known a t  a l l  times, an appropr ia te  agency, such as 
the Sta te  Department o f  Revenue, would repo r t  annual ly  t o  the Leg is la -  
t u r e  and the  p u b l i c  on cu r ren t  and pro jec ted  f i n a n c i a l  o b l i g a t i o n s .  Such 
a  repo r t  would o u t l i n e :  + Add i t iona l  s t a t e  a ids,  cu r ren t  and pro jected,  f o r  schools and o ther  

governmental operat ions,  t h a t  may be necessary because va lua t i on  i s  
he ld  ou t  o f  the t a x  base f o r  tax-increment f inancing.  

* Changes i n  m i l l  ra tes ,  cur ren t  and pro jected,  on a l l  over lapping 
tax ing  d i s t r i c t s  because o f  va lua t i on  he ld  ou t  o f  the  tax  base f o r  
tax-increment f inanc ing .  

* Information on a d d i t i o n a l  tax-increment p r o j e c t s  contemplated by 
c i t i e s  i n  the next several years. C i t i e s  would be requi red t o  re-  
p o r t  t h e i r  plans i n  advance. 

General o b l i g a t i o n  debt outstanding, w i t h  a  breakdown o f  the amounts 
fo r  tax-increment and o the r  purposes, f o r  each c i t y ,  p lus  p ro jec t i ons  
o f  general o b l i g a t i o n  debt as a  r e s u l t  o f  proposed tax-increment 
p ro jec ts .  

(b) < 
-- C i t y  governments would be 

given a u t h o r i t y  t o  issue general o b l i g a t i o n  bonds o r  t o  make cu r ren t  



l ev ies  on proper ty  f o r  redevelopment purposes, upon approval o f  t h e i r  
d i r e c t l y - e l e c t e d  c i t y  counci ls ,  w i t h i n  l e g i s l a t i v e l y -  o r  char ter-estab-  
l i shed  l i m i t s .  I n  e f fec t ,  c i t y  governments would be empowered t o  do 
d i r e c t l y  what they otherwise do i n d i r e c t l y  through tax-increment f inan-  
c ing.  

(c) 1 
ob l  i g a t i o n  bonds and d i r e c t  taxa t  ion, f i r s t ,  be fore  choosing the tax-  
increment a l t e r n a t i v e  -- While c i t y  governments would r e t a i n  f u l l  author- ~ 
i t y  t o  use tax-increment f inanc ing ,  they would be requ i red  t o  consider 
going the general-obl igat ion-bond, d i r e c t  t axa t i on  rou te  f i r s t .  I 

I 

(d) Make i t  poss ib le  t o  f inance a redevelopment p r o j e c t  w i t h  a number o f  t oo l s ,  1 
i n c lud ing  tax-increment f i nanc ing  -- A c i t y  government should be a b l e - t o  
use a number o f  f i nanc ing  t o o l s  f o r  a given p r o j e c t .  For  example, a c i t y  
could f inance p a r t  o f  a p r o j e c t  w i t h  tax-increment funds, p a r t  w i t h  d i r e c t  
bonding o r  taxa t ion ,  and perhaps p a r t  w i t h  the  c i t y ' s  share of  some area- , 
wide funding f o r  redevelopment. 

(e) Provide m t i c e  and hear ing t o  a l l  i n te res ted  p a r t i e s  i f  tax-increment -- -1 
o p t i o n  i s  p icked -- I f  a c i t y  government chooses tax-increment f o r  any 
p o r t i o n  o f  the  cost ,  i t  would be requ i red  t o  g i v e  n o t i c e  t o  a l l  over- 
lapping tax ing  d i s t r i c t s  and ho ld  a hear ing f o r  comment by these tax ing  
d i s t r i c t s  and any o t h e r  i n d i v i d u a l s  o r  groups. The over lapping tax ing  
d i s t r i c t s  would be expected t o  comment on broad p u b l i c  i n t e r e s t  issues 
i n  tax-increment f inanc ing ,  not  j u s t  the more narrow issues o f  the  d i r e c t  
impact o f  tax-increment f i nanc ing  on the  s i z e  o f  t h e i r  own tax base. 
With some over lapping d i s t r i c t s ,  such as the  Met ropo l i tan  Council, the  
comment would be expected t o  be almost e x c l u s i v e l y  r e l a t e d  t o  broad pub- 
1 i c  i n t e r e s t  issues. - 

(~ f )  Make t a x  increment compatible w i t h  base-sharinq law -- Provide t h a t  r 
c i t y  i n  the seven-county metropol i t a n  area make a f u l l  c o n t r i b u t i o n  o f  
40% o f  i t s  ne t  growth i n  commercia l - industr ia l  t a x  base t o  the  metropo- 
l i t a n  f i s c a l  d i s p a r i t i e s  pool ,  as requ i red  by law, even though some 
commercia l - industr ia l  growth i n  the  c i t y  i s  a r t i f i c i a l l y  he ld  o u t  o f  the 
tax  base f o r  tax-increment f inanc ing .  This means t h a t  a c i t y  us ing  tax-  
increment f inanc ing ,  i n  whatever form, would have t o  make a s l i g h t l y  
l a r g e r  c o n t r i b u t i o n  t o  the f i s c a l  d i s p a r i t i e s  pool from the  remaining 
area o f  the c i  t y  t o  make up f o r  the  tax  base h e l d  o u t  i n  a tax-increment 
d i s t r i c t .  

A t  the  sa& time, however, a c i t y  would be perrni t t e d  to  pledge 100% of 
the t a x  increment t o  f inance the redevelopments i n  a tax-increment d i s -  
t r i c t ,  no t  j u s t  60% as i s  the  case w i t h  some tax-increment d i s t r i c t s  
today. 

What t h i s  recommendation means i s  t h a t  a c i t y  can make i t s  f u l l  c o n t r i -  I 
b u t i o n  o f  vaZuation t o  the  met ropo l i tan  f i s c a l  d i s p a r i t i e s  pool and I I 

s t i l l  pledge 1 0 0 % o f  the increment i n  taxes i n  a d i s t r i c t  f o r  redevelop- I 

ment purposes. The o the r  taxpayers i n  the  c i t y  make up the  d i f f e rence .  I 

(g) Moni tor  experience w i t h  t a x - i  ncrement f inanc ing ,  f o l  lowing procedures 
as o u t l i n e d  above, be fore  cons ider ing  d i r e c t  r e s t r i c t i o n s  on i t s  use -- 
Our recommendations as o u t l i n e d  above a re  intended t o  assure responsib le 
use of  t a x - i n c r s m n t  f inancing,  w i thou t  imposing pena l t i es  o r  l i m i t a t i o n s  



beyond those a l ready i n  the  law. The L e g i s l a t u r e  should take on l y  those 
steps needed t o  prevent  abuses. I f  i n  coming years the  Leg is la tu re  
f i n d s  t h a t  t he  steps t o  assure responsib le use are  inadequate, i t  then 
could consider more d r a s t i c  ac t i on ,  such as (1) removing the f u l l  f a i t h  
and c r e d i t  guarantee from tax-increment bonds and on l y  p ledging the  re- 
venues from the tax-increment d i s t r i c t ;  (2) g i v i n g  over lapping tax ing  
d i s t r i c t s  t he  r i g h t  t o  ve to  the  use o f  t h e i r  taxes fo r  tax- increment 
purposes; (3)  adding the  tax-  increment va lua t i on  i n t o  the  c a l c u l a t i o n s  
o f  s t a t e  a i d  t o  school d i s t r i c t s ;  o r  (4) p rov id ing  f o r  a referendum on 
tax  increment d i s t r i c t s .  

Our two major recommendations -- ( 1 )  areawide f i nanc ing  f o r  stme o f  the  redevelop- 
ment cos t ,  and (2) improvements i n  t he  procedures f o r  use o f  tax-increment f inan- 
c i n g  -- a re  f u l l y  complementary. That i s ,  a c i t y  might receive some o f  i t s  rede- 
velopment f i nanc ing  from an areawide source, some from tax-increment f i nanc ing  , I 

and some from l o c a l  general o b l i g a t i o n  bonds o r  general t axa t i on .  A c i t y  would n o t  
be p r o h i b i t e d  from using tax-increment f inanc ing ,  general o g l i b a t i o n  bonds o r  ge- 1 
ne ra l  o b l i g a t i o n s  bonds l o c a l l y ,  even i f  i t  a l s o  were rece i v ing  some f i nanc ing  from ~ 
an areawide source. 

\ 
i 

OTHER OPTIONS FOR FINANCING REDEVELOPMENT ~ 
Th is  repo r t  concentrates very heav i l y  on those forms o f  pub1 i c  ass is tance f o r  f i n -  
ancing redevelopment which invo lve  d i r e c t  ou t l ays  o f  t a x  d o l l a r s .  Many o ther  
methods a re  a v a i l a b l e  by whi,ch p u b l i c  subsid ies can s t i m u l a t e  the  investment o f  
p r i v a t e  c a p i t a l .  

An in-depth ana lys is  o f  loans, leases, second mortgages, subordinated leases, in -  
d u s t r i a l  revenue bonds, t ax  abatement and tax-increment f i nanc ing  was conducted 
by Gary N. Conley, ass i s tan t  d i r e c t o r ,  City-Wide Development Corp., Dayton, Ohio, 
i n  a paper prepared f o r  the  Nat ional  Council f o r  Urban Economic Development, 
Washington, D. C. 

Conley ranked the  var ious subsidy devices according t o  t h e i r  cos t -e f fec t iveness ;  
t h a t  i s ,  the  ex ten t  o f  p r i v a t e  investment which can be s t imu la ted  r e l a t i v e  t o  the  
ex ten t  o f  p u b l i c  subsidy. 

Conley found a device c a l  l e d  subordinated leases t o  be "extremely e f f e c t i v e  ,I' 
fo l lowed c l o s e l y  be second mortgages. 

Fol lowing i s  Conley's d e s c r i p t i o n  o f  subordinated leasing:  "Subordinated leas ing  
i s  the  leas ing  equ iva len t  o f  a second mortgage. Under a subordinated lease the  
LRA ( l o c a l  renewal agency) would lease land t o  a developer and subordinate the  
land t o  a f i r s t  mortgage, thereby assuming subs tan t i a l  r i s k .  Assuming an example 
o f  an 80% primary loan and assuming t h a t  t he  cos t  o f  land equals 10% o f  the t o t a l  
development cost ,  t he  e f f e c t  o f  p rov id ing  a subordinated land lease i s - e x a c t l y  
t h a t  o f  p rov id ing  the  second mortgage. I t  reduces the  developer 's e q u i t y  c a p i t a l  
requirement by h a l f ,  enormously increas ing  leverage. An a d d i t i o n a l  b e n e f i t  o f  the  
subordinated lease i s  t h a t  i t  br ings  w i t h  i t  the tax  consequences o f  a normal 
lease. On a normal debt, p r i n c i p a l  i s  no t  deduct ib le .  A l l  o f  the lease payment, 
however, i s  deduct ib le  f o r  income t a x  purposes. Where a lease i s  used, a developer 
i s  ab le  t o  t r a n s f e r  a p a r t i a l l y  deduct ib le  i tem i n t o  a f u l l y  deduct ib le  one. As 
w i t h  second mortgages, the  pr imary cos t  o f  a subordinated lease t o  the  LRA i s  op- 
p o r t u n i t y  cost ,  as w e l l  as increased r isk . "  



We are  i n c l u d i n g  a d iscussion o f  Conley's paper f o r  background purposes on ly .  I t s  
contents a re  techn ica l .  We d i d  not  look a t  the var ious op t ions  he discusses t o  any 
s i g n i f i c a n t  ex ten t .  We a re  drawing no conclusions on whether, and under what c i r -  
cumstances, one o r  more o f  these opt ions  should be u t i l i z e d .  Some al ready may be 
i n  use i n  Minnesota. I t  does seem l o g i c a l ,  however, t h a t  a l o c a l i t y  which i s  
seeking t o o l s  t o  encourage redevelopment would t h  roughly i nves t i ga te  approaches 
suggested by Conley. 0 

ASSICWENT TO THE TASK FORCE 

The Tax and Finance Task Force i s  a s tanding subcommittee o f  the C i t i zens  League 
Community ln fo rmat ion  Committee. I t  i s  one o f  f o u r  such task forces es tab l ished 
by the League i n  1975 t o  f o l  low up on previous C i t i zens  League repor ts .  The 
o the r  th ree  task  forces are  on housing, governmental s t r u c t u r e ,  and t ransporta-  
t i o n .  The fou r  task  forces are  assigned from time t o  t ime t o  look i n t o  c e r t a i n  
areas i n  g reater  d e t a i l  than would be poss ib le  through the Community ln format ion 
Committee d i r e c t l y .  

The issues r e l a t i n g  t o  the  f inanc ing  o f  redevelopment have been covered in  sev- 
e r a l  C i t i zens  League repor ts ,  the most recent being the League's repo r t  "Balan- 
c i n g  the New Use and Re-Use o f  Land," approved by the League Board o f  D i rec to rs  
i n  January, 1976. As a d i r e c t  outgrowth o f  t h a t  repo r t ,  the  Board o f  D i rec to rs  
i n  March 1976 author ized the Tax and Finance Task Force t o  undertake a review 
o f  the problems o f  f inanc ing  redevelopment. I t  was f e l t  t h a t  prev ious League 
pos i t i ons  were no t  s u f f i c i e n t l y  de ta i l ed ,  e i t h e r  on the met ropo l i tan  r o l e  i n  
f inancing redevelopment, o r  on the  mat ter  o f  whether municipal tax-increment 
f inancing should be mod i f ied  o r  replaced, and, i f  so, w i t h  what. 

Customari ly,  the prepara t ion  o f  fo l low-up statements do not  i nvo l ve  the  same s o r t  
o f  i n tens i ve  backgrounding t h a t  i s  c h a r a c t e r i s t i c  o f  regu lar  C i t i zens  League re-  
search commi t tees .  Task Force membership usual l y  i n c l  udes persons who were very 
a c t i v e  i n  the  o r i g i n a l  study. Moreover, the  statements normal ly e labora te  on 
previous recommendations. The Tax and Finance Task Force, too, included persons 
who have been a c t i v e  on several previous League s tud ies  i n  the t a x  and finance 
area. However, because o f  the complexity o f  t h i s  issue, the Tax and Finance Task 
Force, i n  t h i s  instance, conducted what amounted t o  a mini-study. 

The Tax and Finance Task Force he ld  12 meetings from mid-March 1976 unt  i 1 e a r l y  
October, 1976, when t h i s  statement was approved and submitted t o  the League Board 
o f  D i rec tors .  During t h i s  t ime the  task  fo rce  received input  from municipal of -  
f i c i a l s ,  the Met ropo l i tan  Counci l ,  housing a u t h o r i t y  personnel, p r i v a t e  develop- 
e rs ,  and o the r  groups which have analyzed redevelopment f inanc ing .  The task 
force r e l i e d  h e a v i l y  on previous League repor ts ,  i nc lud ing  those on f i s c a l  d i s -  
p a r i t i e s ,  p roper ty  t ax  i n e q u i t i e s ,  revenue shar ing,  land assembly, land use, 
o l d e r  neighborhoods, and met ropo l i tan  c a p i t a l  budgeting. 


