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In defense
of fiscal
dlspantles

Once again Minnesota's fiscal-dis
ities law, which provides for the s ara
ing of 40 percent of the commercial
and industrial tax base in the nietrd-
politan area between rich and poor.
counties, cities and school dlsmcis
has become an issue in the legxslanve
session, Hennepin County lists elimi=:
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nation or rgform of the ﬁscal-dxsgam-;
ties law as top l lau ori
The fiscal sparm '

in 1971 as a response to the tremeft
dous differences in tax base bctween

the various cities, counties  and.
school districts in the metropolitan:
area. It was obvious at that time that
the difference in the ability of these”

jurisdictions to raise money to sup-,

port their local services from- the”
p{;(l)perty tax was simply not acgept+
able
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The disparities ha me a deter~,

rent to good planning because of the
struggle tb accumulate tax base. Everf’
the most basic planning decisions:
were influenced by the necessity: to:
attract commercial and industrial de-
velopment that provided high rops'
erty valuation. On the other hapd,,
public facilities such as parks’ arld'
open  space were, resisted. becausé.
they didn’t” provide tax 'revenues:.

Compoundmg the problem, tax: ha-.

vens were being created resultmg in -

most of the new commercial and
industrial growth taking place’in
communities with large valuatlons'
and lower taxes.

Since the bill became law in 1971, Lhe
disparity in tax base per capita from
the richest community to the poorest
community has been- reduced from
10 to 1 to approximately 4 to 1. -

To illustrate, with tax-base sharmg
the valuation per capita in Anoka
County is $2,062, while in Hennepin
County the valuation per capita. is
$3,323, a 50 percent difference. With-
out tax-base sharing the Anoka
County valuation per capita would
be $1,490, while Hennepin County
would be $3 685; a difference of al-
most 150 percent,

Whilc the bill has substantially
losed the gap, in a report to the 1988
gislature, Karcn Baker and Steve

Hines of House Research w at,

““Fiscal disparities will close up “more,.
of the equality gap each year, but pot,
as fast as the gap is mcrcasm% "It is,
also intercsting 1o note that o lhc IQ
largest gainers, St. Paul has the hi

est nct valuation per capita of $2,835
'Among the 10 largest losers, Plym~
outh has' the lowest valuation; pen
'capita of $3,149, This simply means,
that even though a community may
be a loser in the distribution formula,”
the losers still have more net re-
sources to draw from than any of the
winners. ' NEIRE

‘In Hennepin Coumy, 28 of the 46
, municipalities are hel substaqnal-
ly by the tax-base sharing hill while’
18 communities contribute more to
the pool than they receive back.
However, all of these 18 communi-
ties have been the recipients of sub-

" stantial commercial-industrial
growth and, despite being contntgu-
tors, have considerably more re-
‘sources to draw from than any of the
- 28 “winners.” . 2L e
If the bill were repealed in 1989»
Richfield would lose approxm:ately
$23 million in- tax base; Brooklyp
Park would lose $29 rmlhon Cham

lin would lose apprommately SQZ-‘

million. On the other hand, Iviu,;n.,- .
apolis, the largest gainer the year the.

bill became operational and a sub—

stannal winner for the next 10 ycars i

is now a loser because of the tremcn-
dous increases in tax base over’the
Iast five years. It is quite possible that
many of the current commumnes
that gain will go into the losing col-
' umn as their tax base develops, but
at that’ pomt their tax base will be
competitive with communities with-

strong commercial and mdustnal de-

velopment.

The fundamental goal of any tax pol-
icy should be to_achieve equality be-
tween people who are similarly situ-
ated. In the case of income tax and
sales tax, people who earn and spend
the same amount with similar dedug-,
tions pay the same amount of t4x..
However, since real-estate taxes are a
function of valuation and spendmg
in each taxing jurisdiction, we have
always had tremendous dlspantles in
real-estate taxes on propemcs ‘of
equal value in different commumtles
even when local spending is the same
in the communities. This is the prob-
lem that the fiscal-disparities Jaw
addresses,and it is working well. ..

The 1988 Tax Reform Act did, ad:
dress many of the inequities betyeen,
communities statewide. However, we
still must rely substantially on’ “the'
local property tax to meet local

spending requirements. In fact, un-

‘less changes are made in the "88 tax|

bill, there will 'be an even gn:ater}
reliance on the amount of commer-
cial and industrial property in a mx-
ing jurisdiction’s property value. 'As|
long as this condmon exists, the ﬁs-

cal-disparities law is vital to equal
in the metx‘o-

AN

politan C ounc1 and former state’
legislator who was chief author of the
fiscal-disparities law,




