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TOWARD BETTER UNDERSTANDING OF POLICY CHOICES 
IN THE BIENNIAL STATE BUDGET 

Th is  statement was prepared by t h e  Tax arid Finance Task Force o 
League. We have a general  assignment o f  mon i t o r i ng  and comment 
s t a t e  budget process t h i s  year.  We issued ou r  f i r s t  statement 
1980 - a s t a t u s  r e p o r t  on t he  magnitude o f  t he  budget problem a 
Since then, we have been rev iew ing  t he  process by which t he  bud 
and adopted. We have a l s o  reviewed e x i s t i n g  p o s i t i o n s  o f  t he  C 
on t h e  budget process which a r e  i n  r e p o r t s  go ing back t o  1972. 
da t i ons  we make i n  t h i s  statement a r e  f u l l y  c o n s i s t e n t  w i t h  tho 

Many -- i f  n o t  most -- o f  t h e  p u b l i c  o f f i c i a l s ,  i n t e r e s t  groups 
f o l l o w i n g  t he  s t a t e  budget process t h i s  year s t i l l  may be expec 
t h i n g  w i l l  be s e t t l e d  w i t h  a minimum o f  change from the  pas t .  

They have seen t he  headl ines about a $ I  b i l l i o n  gap, b u t  they a 
l i n e s  from prev ious  years.  They c a n ' t  r e c a l l  any t ime when t he  
L e g i s l a t u r e  d i d n ' t  face d i f f i c u l t  budget dec is ions .  

They f i g u r e  t h a t ,  one way o r  another ,  t h i n g s  w i l l  t u r n  o u t  a l l  
pas t .  I t  may be necessary t o  t r i m  spending here and there ,  o r  
new p r o j e c t .  It i s  poss ib l e  a few people w i l l  be l a i d  o f f .  I t  
cessary t o  t i n k e r  w i t h  a few taxes t o  b r i n g  i n  some new money. 
n o t  be as p l e n t i f u l  t o  l o c a l  governments, bu t  l o c a l  governments 
ways; they always have. 

We t h i n k  t he  above ana l ys i s  i s  f a u l t y  i n  two respects .  

F i r s t ,  t he  1981 budget - i s  going t o  be ext remely  d i f f i c u l t  -- ce 
e s t  i n  the l a s t  decade, and probably  the  toughest ever .  I t  i s  
sess ion w i l l  be necessary t o  f i n i s h  t he  work -- p a r t i c u l a r l y  i f  
t h a t  eve ry th i ng  w i l l  j u s t  fa1 1 i n  p lace.  

Second, eve ry th i ng  d i d n ' t  always t u r n  o u t  r i g h t  i n  t he  pas t .  TI 
t he  Governor and t he  L e g i s l a t u r e  have concentrated almost e x c l u  
ing  t he  budget f o r  t he  immediate upcoming biennium. They have 1 

s u f f i c i e n t l y  concerned about t he  consequences o f  t h e i r  making t 
mitments f o r  t he  biennium which f o l l ows ,  as w e l l .  Some o f  t he  
Governor and t he  L e g i s l a t u r e  i n  1981 can be a t t r i b u t e d  t o  expenl 
made i n  prev ious l e g i s l a t i v e  sessions. 

Tough as t h i s  sess ion w i l l  be, i t  a l s o  could be very  c r e a t i v e ,  
and t he  Governor recognize revenue c o n s t r a i n t s  as o p p o r t u n i t i e s  
no t  burdens t o  bear. 
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I t  i s  important t o  remind ourselves o f  the major choices which need t o  be made 
i n  t h i s  session: 

1 .  How the burden w i l l  be d i s t r i b u t e d  among the s t a t e ' s  th ree  major t ax  
sources -- income, p roper ty  and sales -- dur ing  the next  two years. 

2. How the  cumulat ive tax  burden w i l l  be d i s t r i b u t e d ,  by income groups, 
and by d i f fe ren t  types o f  taxpayers (e.g. bus iness and i nd i v idua ls )  . 

3. How the a u t h o r i t y  t o  levy taxes i s  d i s t r i b u t e d  between the s t a t e  and 
sub-state u n i t s  of  government. 

4. How much spending w i  1 1  be pa id  f o r  ou t  o f  cu r ren t  revenues, and how 
much w i l l  be s h i f t e d  t o  f u t u r e  taxpayers through bonding. 

5. How much spending w i l l  be f inanced i n  open appropr iat ions,  which have 
no b u i l t - i n  1 im i t s ,  as contrasted w i t h  appropr ia t ions  w i t h  s p e c i f i c  
d o l l a r  l i m i t s .  

6. How much spending f o r  the 1983-85 biennium w i l l  be committed by the 
Governor and the Leg is la tu re  i n  1981 as they a c t  on the  1981-83 b i -  
enn ia l  budget. 

With the poss ib le  except ion o f  a very few veteran e lec ted  and appointed o f f i c i a l s  
and tax  experts,  a l l  o f  us have a great  deal t o  l ea rn  over the  next  few months: 
l e g i s l a t o r s ;  o f f i c i a l s  i n  s t a t e  government and i n  county, school and c i t y  govern- 
ment; i n t e r e s t  groups look ing  a f t e r  t h e i r  own programs and no one e lse 's ;  the  
mass media, on whose shoulders much o f  t he  communications burden w i l l  l i e ;  tax-  
payers, la rge  and smal l ,  i n d i v i d u a l  and corporate; and voters,  s t a t e  and l oca l .  

I t  i s  encouraging, therefore,  t o  see t h a t  the  Governor and l e g i s l a t i v e  leaders 
a l ready have ind ica ted  they in tend t o  meet together,  weekly, du r ing  the  session 
t o  discuss budget issues. 

L e g i s l a t i v e  leaders need t o  take spec ia l  steps -- perhaps us ing  the m a j o r i t y  and 
m i n o r i t y  caucuses o f  the House and Senate -- t o  prov ide  as broad an educat ion of  
t h e i r  members as poss ib le  and t o  g i ve  maximum oppor tun i ty  t o  debate the choices 
which a re  present. 

Groups advocating t h a t  more money be spent have an o b l i g a t i o n  t o  suggest where 
the money w i l l  come from; groups advocating a reduct ion i n  taxes have an ob l i ga -  
t i o n  t o  suggest where the spending cu ts  w i  11 be made. 

This i s  no t  a session f o r  last -minute proposals, sur fac ing i n  conference commit- 
tees f o r  the f i r s t  time. Ideas need t o  be on the  tab le  e a r l y ,  and be widely  de- 
bated, be fore  they are  adopted i n t o  law, no t  j u s t  afterwards. 

I t  i s  a session i n  which l oca l  and s t a t e  o f f i c i a l s  have an o b l i g a t i o n  t o  come t o  
a greater  mutual understanding o f  how the f inanc ing  o f  each a f f e c t s  the o ther .  
For example, l oca l  o f f i c i a l s  a re  l i k e l y  t o  re -s ta te  t h e i r  f requent  p lea fo r  
greater  freedom t o  levy  proper ty  taxes. Simultaneously, they have an o b l i g a t i o n  
t o  i n d i c a t e  whether they a l s o  want the  s t a t e  t o  cont inue i t s  program o f  paying 
more than one-ha 1 f the proper ty  t a x  b i 1 1 (and much o f  any 1 oca 1 1 y-enacted increase 
i n  Property taxes) f o r  hundreds o f  thousands o f  homeowners i n  the s ta te .  



RECOMMENDATION i 
Avoid surpr ises  t o  the pub l i c ,  the Leg is la tu re ,  and the  ~ x e c u t i v e  branch about 
the  consequences o f  proposed budgetary ac t ions .  I 

I 

Our o b j e c t i v e  i s  f o r  heightened awareness o f  in fo rmat ion  which already e x i s t s  
but which needs t o  be assembled, expla ined and in tegra ted  b e t t e r 1  

A1 1 major proposals f o r  change should be examined f o r :  (a) t h e i i  impact on tax-  
a t i o d s p e n d i n g  i n  the bienniums beginning J u l y  1,  1983 and beyon , not  j u s t  the  
biennium beginning Ju l y  1 ,  1981; and (b) t h e i r  impact on l oca l  g4vernment tax-  
a t i odspend ing ,  no t  j u s t  s t a t e  government. ~ 
There undoubtedly a re  many ways t o  accomplish t h i s  ob jec t i ve .  W+ recommend 
these steps: I 

1. Some t ime before  f i n a l  budgetary commitments a re  made -- h i c h  means not  
l a t e r  than about a month be fore  the  session adjourns -- a in te r lude,  o r  
"t ime out," perhaps not  more than two days i n  length, be scheduled. 

Planning should begin as soon as possib le.  I t  probably w u l d  take the  
form o f  a seminar t h a t  would be open t o  the  pub l i c ,  the  L g i s l a t u r e ,  and 
the  Execut ive branch. 4 I 

Th is  would no t  be a t ime f o r  debate o r  bargaining. I t  wodld be scheduled 
e x p l i c i t l y  t o  g i v e  l e g i s l a t o r s ,  admin i s t ra t i ve  o f f i c i a l s ,  and the pub1 i c  
a b e t t e r  idea o f  the consequences -- fo r  s t a t e  and l oca l  overnment, and 
fo r  a longer term than j u s t  t he  immediate upcoming b ienn i  m -- o f  a l t e rna -  
t i v e  tax/spending proposals t h a t  a re  being considered. I might be pa t -  
terned a f t e r  the  Minnesota Horizons programs f o r  l e g i s l a t  r s  a few years 
ago. i 
During the  i n t e r l u d e  spec ia l  e f f o r t s  would be made t o  draw a t t e n t i o n  t o  
the  less obvious, but  h i g h l y  s i g n i f i c a n t ,  imp l i ca t i ons  o f  pending l e g i s l a -  
t i o n .  For example, had such an i n t e r l u d e  been scheduled i ~ n  1979, a t t e n t i o n  
might have been g iven t o  the  school a i d  and homestead c r e d i t  o b l i g a t i o n s  
for  the  1981-83 biennium tha t  were made w h i l e  the  L e g i s l a t ~ u r e  supposedly 
was a c t i n g  on l y  on the  1979-81 budget. I 

Heretofore,  the  comparison repor ts ,  wh i ch are  prepared by l e g  i s 1 a t  i ve s ta f f ,  
have been l i m i t e d  t o  summarizing the p o i n t s  o f  d i f f e r e n c e  pnd agreement be- 
tween the  House b i l l s  and the  Senate b i l l s .  The content  of  these compari- 
sons should be broadened t o  include: (a) how the  House and, Senate b i  1 1s 
compare w i t h  the  recormendations i n  the  Governor's budget,, (b) the  impl ica-  
t i o n s  o f  the  pending ac t ions  fo r  spending/taxat ion a t  the  l o c a l  government 
l eve l ,  i f  any, and (c) what s o r t s  o f  commi trnents f o r  spendling/taxation are  
impl ied o r  expressed f o r  the  f o l l o w i n g  bienniums. 1 

2.  The comparisons o f  House and Senate posi t ions which a r e  p$epared fo r  con- 

Heretofore, the  comparison repor ts  have been intended p r im  r i l y  fo r  the  use 
o f  members o f  the a f f e c t e d  conference committees. Adminis r a t i v e  o f F i c i a l s ,  

ference commi t tees  on the  major t a x  and appropr ia t ions  b i  
broadened i n  content and i n  c i r c u l a t i o n .  

11s should be 



l obby i s t s ,  media representat ives,  and o ther  i n te res ted  persons who nor -  
ma l ly  a t t e i d  meetings o f  those conference committees a l s o  can ob ta in  
access t o  the comparisons, The Appropr iat ions,  Finance and Tax Commit- 
tees o f  the Leg is la tu re  should make these repor ts  a v a i l a b l e  more broadly 
i n  the  s t a t e .  Perhaps arrangements could be made through the  p u b l i c  i n -  
formation o f f i c e s  o f  the  Leg is la tu re  t o  make i t  known t h a t  the  repo r t s  
a re  a v a i l a b l e  on request, no t  j u s t  t o  conferees and o thers  who happen t o  
a t tend t h e i r  meetings. 

3. New e f f o r t s  should be made t o  present budgetary in fo rmat ion  i n  ways t h a t  
enable l e g i s l a t o r s  and the general p u b l i c  t o  grasp i n t e r - r e l a t i o n s h i p s  and 
imp l i ca t i ons  q u i c k l y .  I n  the past ,  graphs and p i e  char ts  have been used 
by the Governor and l e g i s l a t o r s  and t h e i r  s t a f f s  t o  i l l u s t r a t e  the break- 
down o f  p ro jec ted  revenues and expenditures f o r  the  s t a t e  budget fo r  the 
biennium. These approaches need t o  be expanded so t h a t  past spending 
trends, t he  imp l i ca t i ons  f o r  l oca l  government, and commitments i n  f o l l o w -  
i ng  bienniums can be i l l u s t r a t e d ,  too. This w i l l  r equ i re  imaginat ion so 
tha t  the essen t i a l  messages can be grasped w i thou t  making tk,2 presenta t ion  
unnecessari ly complicated. 

4. To he lp  c a r r y  ou t  these recommendations, i t  would be h e l p f u l  i f  there were 
s t a t e  in fo rmat ion  a v a i l a b l e  comparable t o  t h a t  o f  the  Congressional Budget 
O f f i ce ,  which prepares f o r  Congress f i ve-year  est imates o f  costs of  b i l l s  
approved by committees, est imates o f  the i n f l a t i o n a r y  e f f e c t  of  major l e -  
g i s l a t i v e  proposals, and keeps t rack  o f  Congressional a c t i o n  on revenue 
and tax  b i l l s .  This  in fo rmat ion  then i s  c i r c u l a t e d  widely  w i t h i n  and ou t -  
s ide  Congress. 

As we mentioned e a r l i e r ,  our recommendations are  f u l l y  cons is ten t  w i t h  e x i s t i n g  
pos i t i ons  i n  C i t i z e n s  League repor ts ,  p r i n c i p a l l y ,  "State F i sca l  'C r i ses '  A r e  
Not Inev i tab le ! " ,  June 26, 1972, and "A More Rat ional  Discussion o f  Taxes and 
the Economy," October 31, 1979. 

The e a r l i e r  repo r t  recommended: (a) a  s t a t e  Governmental P o l i c y  I n s t i t u t e  t o  
p r o j e c t  the longer-term consequences o f  cur ren t  a c t  ions, (b) t h a t  the Appropr i a -  
t i ons  and Finance Committees ho ld  hearings on the Governor's budget as a  whole, 
and (c) t h a t  s t a t e  agencies prepare p r o j e c t  ions o f  expenditures four  t o  s i x  
years i n  advance. A form o f  the t h i r d  recommendation has been adopted. i n  
previous sessions the Appropr iat ions Committee d i d  hold some hearings on the  
budget as a  whole. 

The l a t t e r  repo r t  recommended a  new agenda f o r  consider ing changes i n  the tax  
system which s t a r t s  w i t h  a  repo r t  on the s t a t e ' s  economy, fol lowed by p u b l i c  
hearings, compi lat ion o f  proposals, and then submission of  recommendations t o  
the  Leg is la tu re .  That repo r t  a l s o  recommended t h a t  conference committees be 
p roh ib i t ed  from adding amendments t o  the omnibus tax  b i l l  which have not  been 
fo rmal ly  discussed i n  the  Tax Committees o f  each house dur ing  the cur ren t  session. 


