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TO: Members, Minnesota Legis la ture  

FROM: Ci t izens  League Board of Directors 

SUBJECT: Non-property Revenue f o r  Local Government 

I n  the  closing days of t h e  1969 Legis la ture ,  major decis ions  a r e  being 
made on t h e  co l l ec t ion  and d i s t r i b u t i o n  of add i t iona l  non-property taxes f o r  l o c a l  
government. 

We s t rongly  support add i t iona l  non-property revenue f o r  l o c a l  government 
t o  ease  the  property t a x  burden, and we commend t h e  Leg i s la tu re  f o r  placing high 
p r i o r i t y  t o  t h i s  subject .  The Legis la ture  recognizes t h e  excessive burden of the  
property t a x  and t h e  need t o  f ind  an a l t e r n a t i v e  source f o r  l o c a l  goverment. 

The Ci t izens  League i n  its repor t  "Breaking t h e  Tyranny of t h e  Local 
Property Tax," March 20, 1969, addressed i t s e l f  i n  d e t a i l  t o  t h i s  question. The 
League paid p a r t i c u l a r  a t t e n t i o n  t o  t h e  poss ib l i ty  of " local  option" non-property 
taxes. The essence of t h e  League's recommendations was t h a t ,  i f  l o c a l  option taxes 
a r e  t o  be authorized, t h e  Legis la ture  should t r e a t  the  e n t i r e  Twin C i t i e s  area  with 

a rea  t o  decide by i t s e l f  whether t o  impose a non-property t a x  and r e t a i n  a l l  revenue 
from such a tax  within its borders f o r  i t s e l f .  

This pos i t ion  i s  consis tent  with previous Ci t izens  League r e p o r t s  which 
have indicated  opposit ion t o  d i s t r i b u t i o n  of non-property taxes t o  the p lace  of col- 
l ec t ion .  On Apri l  13, 1966, the  League opposed a broad g ran t  of author i ty  t o  t h e  
City of Minneapolis, by char te r  amendment, t o  impose non-property s a l e s  and income 
taxes.  Such taxes ,  the  League s a i d ,  should be imposed and d i s t r i b u t e d  on a broader- 
than-municipal bas is .  This pos i t ion  was r e s t a t e d  i n  the  ~ e a g u e ' s  r epor t  of May 5, 
1967, recommending a 3% s t a t e  s a l e s  t ax ,  two-thirds of which would be apportioned 
d i r e c t l y  t o  l o c a l  governments on t h e  b a s i s  of population ( fo r  munic ipal i t ies)  and 
school chi ldren ( fo r  school d i s t t i c t s ) .  

I n  the  last week of t h e  sess ion  a new amendment has been suggested, and is 
ac t ive ly  under considerat ion,  which would allow county boards t o  decide whether t o  
impose a 1% piggy-back s a l e s  tax. One-tenth of the  revenue would go t o  county gov- 
ernment and the  balance would be d i s t r i b u t e d  among munic ipal i t ies  within t h e  county 
according t o  population. The proposal provides t h a t  i n  the  absence of ac t ion  by a 
county board t h e  t a x  could go i n t o  e f f e c t  i f  munic ipal i t ies  with a majori ty of popu- 
l a t i o n  i n  the  county and i n  t h e  county commissioner d i s t r i c t s  pass reso lu t ions  re- 
questing the  tax.  The county board would r e t a i n  t h e  r i g h t  t o  n u l l i f y  the  t a x  i f  i t  
desired.  

The proposal f u r t h e r  provides t h a t ,  i f  counties with 80 per cent  of the  
population of the  seven-county Twin Cities area  decide t o  impose the  t ax ,  then 50 
per cent  of the  revenue col lec ted  i n  these  counties would be d i s t r i b u t e d  among them 
on the  b a s i s  of population, with t h e  o ther  50 per cent  remaining within each county 
where col lec ted .  The d i s t r i b u t i o n  within each county would remain the  same -- one- 
t en th  f o r  county government and the  remainder f o r  munic ipal i t ies  according t o  popu- 
l a t i o n .  



Final ly ,  t h e  proposal provides t h a t  an individual  municipali ty may enact  a 
t ax  and c o l l e c t  the,revenue within its borders f o r  its own use i f  no such t a x  is  
passed f o r  t h e  e n t i r e  county. 

I n  the  l i g h t  of t h i s  new proposal and our pos i t ion  on non-property revenue 
f o r  l o c a l  government, we recommend as follows: 

1. The Legis la ture  should provide add i t iona l  non-property revenue f o r  
l o c a l  government throughout t h e  s t a t e .  

2. Dis t r ibu t ion  of t h e  revenue should not  be  according t o  p lace  of collec-  
t ion.  The Ci t izens  League favors a d i s t r i b u t i o n  plan t o  each municipali ty which 
would recognize t h e  need f o r  governmental se rv ices  and t h e  a b i l i t y  t o  pay. NO for-  
mula recognizing these  f a c t o r s  has y e t  been agreed upon. We support  d i s t r i b u t i o n  
according t o  population a s  an a l t e r n a t i v e .  Although i t  can be improved, d i s t r ibu-  
t i o n  according t o  population is c l e a r l y  preferable  t o  p lace  of co l l ec t ion .  

The Leg i s la tu re  at  t h i s  t i m e  should avoid any long-term commitments 
on the  d i s t r i b u t i o n  plan. In tens ive  in ter im study before t h e  1971 sess ion  on t h e  
e n t i r e  t ax  system is l i k e l y .  The opportunity t o  adopt a d i f f e r e n t  form of d i s t r i -  
bution i n  1971 should b e  encouraged. I n  its o r i g i n a l  proposal to  t h e  Legis la ture ,  
t h e  Metropolitan Section of t h e  League of Minnesota Municipali t ies  suggested t h a t  a 
per c a p i t a  formula be  i n  e f f e c t  only u n t i l  Ju ly  1971 and t h a t  funds b e  placed i n  
escrow a f t e r  t h a t  da te .  The i n t e n t  of t h i s  proposal was t o  fo rce  a decis ion by t h e  
1971 Leg i s la tu re  on a d i s t r i b u t i o n  plan,  

3. We accept t h e  county-option approach as a poss ib le  veh ic le  f o r  enab- 
l i n g  l o c a l  publ ic  o f f i c i a l s ,  not  t h e  S t a t e  Legis la ture ,  t o  decide whether t o  impose 
the  add i t iona l  t a x  and f o r  a r r i v i n g  a t  a uniform, non-property tax f o r  t h e  e n t i r e  
Twin Cities area.  But modificat ions i n  the  county-option approach, as present ly  
suggested, are needed t o  improve its workabil i ty i n  the  seven-county Twin Cities 
area.  I f  two o r  more counties i n  t h e  metropoli tan a r e a  elect t o  impose the  tax ,  
then they should j o i n t l y  sha re  i n  t h e  revenue according t o  population. We do no t  
th ink sharing should be contingent upon counties with 80 per cent  of the  population 
of t h e  metropoli tan a rea  enacting t h e  t ax ,  a s  t h e  proposal cu r ren t ly  provides. Fur- 
t h e r ,  a l l  revenue, not  j u s t  SO p e r  cen t ,  should be col lec ted  and d i s t r i b u t e d  accord- 
ing  t o  population among t h e  metropoli tan counties,  

4. We have grave reservat ions  about g iv ing individual  munic ipal i t ies  i n  
the  Twin C i t i e s  a r e a  t h e  r i g h t  t o  enact  t h e i r  own l o c a l  s a l e s  taxes and keep a l l  
revenue within t h e i r  borders i f  no countywide s a l e s  t a x  is imposed, The p r i n c i p a l  
shopping centers  serving t h e  c i t i z e n s  of the  Twin C i t i e s  a rea  a r e  concentrated i n  a 
few munic ipal i t ies .  Indicat ions  a r e  t h a t ,  as t h e  a r e a  grows, such concentrat ion 
w i l l  continue, and become grea te r .  This means t h a t  tremendous f i n a n c i a l  bonanzas 
w i l l  be captured by a few communities which enact  l o c a l  sales taxes,  while o ther  
c o ~ m u n i t i e s  would receive  l i t t l e  o r  no benef i t .  Such l o c a l  taxes would aggravate 
a l l  the  problems which have occurred i n  t h e  a r e a  t o  d a t e  because of fragmentation of 
the  property tax  base. It is poss ib le  t o  draw some d i s t i n c t i o n  on municipal local -  
option s a l e s  taxes between t h e  two c e n t r a l  cit ies and t h e  suburbs. Because of the  
s u b s t a n t i a l  publ ic  se rv ice  requirements i n  t h e  c e n t r a l  cities and t h e i r  r e l a t i v e l y  
l a r g e  shopping a reas ,  the  d i s p a r i t y  problem caused by l e t t i n g  the c e n t r a l  c i t i e s  
keep s a l e s  taxes col lec ted  wi th in  t h e i r  borders would not  be a s  g r e a t  a s  i n  the  
suburbs, where municipal l o c a l  option would be in to le rab le .  Nevertheless, we 
believe the problem can be handled b e t t e r  through county option r a t h e r  than any 
municipal l o c a l  option. 


