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CITIZENS LEAGUE 
530 Syndicate Bui 1  d i  ng 
M i  nneapol i s ,  MN 55402 
338-0791 

CITIZENS LEAGUE STATEMENT 

March 12, 1980 

TO: Senator B i  11 McCutcheon, Chairman, Senate Tax Commi t t q e  
Representat ive Harry Sieben, Chairman, House Tax Committee 

FROM: C i t i zens  League Tax and Finance Task Force, Charles H. Clay, Chairman 

SUBJECT: Property  Tax Re1 i e f  

The 1980 L e g i s l a t u r e  i s  consider ing proposals t o  make f u r t h e r  reduct ions i n  home- 
stead proper ty  t a x  c l a s s i f i c a t i o n s  f o r  taxes payable i n  1981 t o  avo id  a  s h i f t  i n  
p roper ty  t a x  burden i n  some loca t i ons  next  year  from non- res ident ia l  t o  res iden-  
t i a l  property.  

We have reviewed background data which has been d i s t r i b u t e d  t o  the  Leg is la tu re  by 
the  Minnesota Department o f  Revenue. We a l s o  have reviewed t h i s  issue, i n  l i g h t  
o f  several repo r t s  we have publ ished on the  proper ty  tax. Me have advocated ma- 
j o r  p roper ty  t a x  r e l i e f  and re form programs going back before 1967, the  year  i n  
which the  Leg is la tu re  took i t s  f i r s t  steps towards a  b e t t e r  mix o f  p roper ty  and 
non-property t a x  sources i n  Minnesota. 

We sense considerable agreement t h a t  t he  problem o f  t a x  s h i f t s  nex t  year i s  main ly  
how t o  deal w i t h  selected hardship cases, i n v o l v i n g  some homeowners i n  some loca-  
t i ons .  I t  i s  n o t  a  general problem, a f f e c t i n g  a l l  homeowners i n  t he  s ta te .  

Because i t  appl i e s  t o  a1 1  taxpayers, everywhere i n  t he  s ta te ,  a  change i n  home- 
stead c l a s s i f i c a t i o n s  does n o t  do a  very good j o b  o f  earmarking assis tance t o  
hardship cases. To the  ex ten t  t h a t  the  Leg is la tu re  be1 ieves a d d i t i o n a l  re1  i e f  
needs t o  be granted i n  1980, i t  i s  important  t h a t  i t  look  f i r s t  f o r  an approach 
t h a t  does no t  have the  drawbacks which are  associated w i t h  changes i n  c l a s s i f i c a -  
t i o n .  S p e c i f i c a l l y ,  the  L e g i s l a t u r e  should evaluate whether the  c i r cu i t -b reake r  
might  be a  b e t t e r  approach, s ince  the  c i r cu i t -b reake r  i t s e l f  was s e t  up o r i g i n a l -  
l y  t o  deal w i t h  p a r t i c u l a r  problems o f  hardship. 'The c i r c u i t - b r e a k e r  o f fe rs  sev- 
e r a l  advantages over the  c l a s s i f i c a t i o n  system as a  mechanism t o  prov ide  r e l i e f .  

1. Because t h e  c i r c u i t - b r e a k e r  ad jus ts  r e a l  t a x  burdens a f t e r  b i l l s  have been 
sent t o  homeowners, i t  i s  poss ib le  t o  " f ine- tune" r e l i e f  t o  each household 
exac t l y  as the  L e g i s l a t u r e  desi res.  Current ly ,  the  amount each household 
rece ives  depends upon i t s  income and proper ty  t a x  burden. The p o s s i b i l i t y  
t h a t  some households would rece ive  e i t h e r  l ess  o r  more r e l i e f  than intended 
by the  Leg is la tu re  i s  s l im.  

By cont ras t ,  changing the  c l a s s i f i c a t i o n  system i s  a  crude approach. I t  
deals w i t h  va lua t ion ,  no t  taxes. I t  doesn't  necessar i l y  he lp  a l l  the  people 
who need it; moreover, some households may rece ive  more he lp  than they need. 
A  change i n  t h e  c l a s s i f i c a t i o n  system a f f e c t s  homeowners d i f f e r e n t l y  among 
count ies, c i t i e s ,  and even w i t h i n  the  same c i t y ,  depending upon the  o v e r a l l  
mix of homestead and non-homestead proper ty  and on t rends  i n  market value. 
For example, i n  a  predominantly-homesteaded communi ty the re  might be o n l y  a  
very s l i g h t  s h i f t ,  because o f  t h e  absence o f  non-homestead proper ty  t o  which 
the  burden can be s h i f t e d .  



Some persons have been urging a change i n  the c l a s s i f i c a t i o n  system now, because 
l eg i s l a to r s  could grant r e l i e f  t o  homeowners -- through a s h i f t  t o  other taxpay- 
ers -- without having t o  use s ta te  tax  sources f o r  the remainder of the 1979-81 
biennium. I f  i t  were deemed necessary t o  provide r e l i e f  i n  1980 -- a step which 
we do not  advocate -- the Legis la ture  need not  be l i m i t e d  t o  using the c l a s s i f i -  
ca t ion  system. Circuit-breaker benef i ts  could be increased now, but  most o f  
those benefits would not  be payable u n t i l  October 1981, which i s  i n t o  the 1981- 
83 biennium. 

Me do not  be l ieve the evidence on tax  burden o f f e r s  a compelling reason t o  pro- 
vide f u r t he r  property tax  r e l i e f ,  now, t o  a l l  homeowners i n  the state,  beyond 
t h a t  which already i s  b u i l t  i n t o  s ta te  law. 

A survey o f  33 counties, inc lud ing the s ta te ' s  la rges t  counties, ind icates t h a t  
two-thirds o f  a l l  homeonwers i n  those counties are paying less than $550 i n  prop- 
e r t y  taxes i n  1980. For central  c i t i e s  and outs ta te  counties, the proport ion of 
homeonwers below $550 i s  even higher. Among outs ta te  counties, i n  fac t ,  almost 
two-thirds o f  a l l  homeowners (62.9%) are paying less than $325. These f igures 
are net, a f t e r  deducting the homestead c red i t .  But they do not  inc lude addi t ion-  
a l  refunds which most homeowners w i l l  receive from the c i rcui t -breaker.  A tab le  
which i s  attached i l l u s t r a t e s  the f igures f o r  some counties. 

A C i t izens League survey of the 92 c i t i e s  over 2,500 populat ion i n  the seven- 
county metropol i tan area revealed t h a t  property taxes on a $60,000 home decreased 
t h i s  year from l a s t  year between 14-39 per cent. 

Property taxes now take a smaller percantage o f  personal income i n  the s ta te  than 
i n  the past. I n  1969, property taxes represented about 5 per cent of personal 
income i n  Minnesota. I n  1978, property taxes were about 4 per cent o f  personal 
income. 
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March 7, 1980 

MEMORANDUM 

TO: Members, Tax and Finance Task Force 

SUBJECT: Comparison among selected counties o f  d i s t r i b u t i o n  o f  net  homestead 
property taxes, 1980 

DISTRIBUTION OF NET HOMESTEAD PROPERTY TAXES, 1980 
( a f t e r  deducting homestead c r e d i t  ; before deducting c i  r c u i  t-breaker ) 

Source: County Abstracts o f  Tax L i s t s  submitted t o  Minnesota Department 
o f  Revenue 

% of Homeowners (ag and non-ag) paying a net  tax  of 
County under $175- $325- $425- over 

$175 $325 $425 $550 $550 

Big Stone 
Brown 
Dakota 
Goodhue 
Hennepi n 

suburban Hennepin 
Minnea,pol i s  

K i  t t son  

~ a c ~ u i  Par1 e 37.3 20.6 7.5 8.2 26.4 
Lake o f  the Woods 51.4 26.1 8.1 7.6 6.7 
L i  ncol n 40.1 23.2 11.3 10.9 14.6 
Lyon - 37.8 26.7 14.0 9.3 12.0 
Ma hnomen 46.0 24.8 7.4 6.2 15.6 

Meeker 30.6 29.9 12.3 8.0 19.2 
Murray 31.9 22.2 8.7 7.6 29.5 
Pipestone 45.5 24.4 8.4 7.1 14.6 
Rams ey 2.7 15.9 19.7 27.5 34.2 
suburban Ramsey 1.6 7.0 14.8 30.7 45.8 
Saint  Paul ' 3.4 22.2 23.2 25.3 26.0 

Red Lake 
Redwood 
Scott  
Stevens 

Total , Dakota, 2.9 13.0 17.6 27.1 39.4 
Hennepin, Ramsey, 
Scott Oounties 

Total,  29 Outstate 38.8 24.1 11.6 8.4 17.1 
Counties* 

Total,  33 Counties 12.4 15.9 16.0 22.1 33.5 

inc lud ing 4 metro 
*i nc l  udes some counties no t  1 i sted ind iv idua l  l~ here 


