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This report presents the findings and recommendations of the Commission
on Reform of Government, established by Governor Rudy Perpich in
February of this year and chaired by Joan Growe, Secretary of State.

The charge to the Commission was fto examine state government, iden-
tifying instances of law, rule, regulation or administration whicnh, if
changed or eliminated, could foster economic growth.

Specitically, the Commission was asked by Governor Perpich to investi-
gate state mandates to local governments and the relationships between
state government (as evidenced in rules, regulations and practices) and
business. Further, the Governor requested that the Commission not be ~
concerned with education issues, which would address other commissions.
Thus, although members of this Commission judged mandates to school
districts and the contribution of education to economic vitality
important, they were excluded from the Commission's agenda.

The Commission met for just seven weeks. Its initial action was to
establish two subcommittees - one to address the relationships with
business and the other to review state mandates to local governments.
Although most of the discussion took place in the context of the
meetings of these two subcommittees, the findings and recommendations
included in this report represent those views generally acceptable to a
greai majority of members of the entire Commission.

Obviously, seven weeks 1is too short a period to address so important and
so broad a question as "the reform of government”. With no staff
resources and with a legislative session requiring the attention of many
members, the Commission was not in a position to give adequate attention
to the critical concerns it identified.

However, these findings and recommendations do represent a suggested
agenda for further action. In most instances the Commission has
suggested further study or review (and has tried to suggest to whom the
responsibility might be assigned). It did so, not to avoid the dif-
ficulty of finding answers to the complex questions it debated, but
rather as a recognition that the Commission did not have the necessary
information before it nor the time necessary to prepare more precise
receanendations for action. !

Finzlly, not all members of the Commission would agree with all of the
findings and recommendations. Some of the members would have liked
other issues to have been discussed. In reaching these recommendations
the members of the Commission discussed many problems and issues of con-
cern to themselves and to the organizations they represent. Many of
these concerns, important as they may be, were judged to fall outside
the specific charge of the Commission - which was to examine the nature
(structure and process) of state government to determine where change
might contribute significantly to economic recovery. In other instances
it was determined that other commissions were exploring a matter in
greater depth. Finally, in a few instances, these jissues represent




questions on which no general agreement could be reached. Attached to
this report is a list of these other issues or concerns which the
Commission discussed. '

The report is divided into two- parts - the first representing the work
of the subcommittee on business and the second the subcommittee on local
mandates. Each of these two parts in turn consists of a general state-
ment. of mission or purpose, several general principles which were devel-
oped early and which served to guide the discussion and finally,
specific recommendations.

The members of the Commission are listed at the end of this report. To-
each of them must be given a vote of thanks--for their willingness to
devote so much of their time and their diligence in addressing a task so
broad in scope and so frustratingly short of quick, easy solutions.



PART 1. STATE GOVERNMENT'S RELATIONSHIP WITH BUSINESS

Mission Statement

The Commission proposes the following as a general statement of the
mission to the Governor, as the state's chief executive officer, in
carrying out his responsibility to provide leadership to government
reform as a means of contributing to economic recovery:

"The Government of the State of Minnesota, if it is to contribute to
the well-teing of its citizens, must be committed to the principle
that job formation in an expanding, healthy state economy is depen-
dent ultinately upon the growth and stability of the private sector.
The role of the Governor in the continuous promotion of this objec-
tive is critical. As the political leader of the state, as the
state's 'spokeperson', and as the manager of its executive branch,
the Governor should apply this principle to his review, initiation,
approval or implementation of all state laws, policies, rules and
regulations.”

General Principles

The Commission, in arriving at its recommendations, has identified the

~following four general principles which it believes should guide the
review and reform of state government structure and process as they
relate to business:

1. Competitive Position

The state must strive to achieve an economically competitive
position. All laws, policies, programs, rules and regulations.
should be reviewed in light of their potential impact on the state's
competiftive economic position with other states, other regions in
the U.S. or with other countries.
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2. Stability and Predictability \

To provide individuals and corporations an opportunity to plan
effectively to maximize their own economic position, all state laws,
appropriations, policies, programs and rules and regulations should
be adopted and implemented in such a fashion to contribute to a
stable and predictable legal, regulatory and political environment.

3. Simplification of Government Decision Processes

The structure and process of government in Minnesota should be sub-
Ject to necessary reform to achieve a reduction in overlapping
Jurisdictions, duplicative and confusing regulations, and excessive
intervention in the affairs of individuals and businesses.




Improved Management

Sound long range planning and effective modern management are the
essential ingredients in the success of any organization. The ex-
ecutive branch of state government, under the direction of the
Governor, should undertake such reform as may be necessary to
improve its ability to plan and to adopt modern management
techniques, thus contributing to more effective governance and a
healthy state economy.

Specific Recommendations

1.

To contribute to an improved compet1t1ve position, it is recommended

that:

a. Wherever a substantial case cannot be presented for doing
otherwise, the state should consider conforming its laws, rules
and regulaf1on< to federal laws and regu]af1on<. Several
examples might include:

1) Registration of securities with the Securities and
Exchange Commission should be accepted by the state of
Minnesota with no additional requirements.

2)  The definition of small business used for state purposes
should be the same as that required for federal purposes.

3) The state should seek income tax simplification and admi-
nistrative efficiency by enacting full conformity to the
Internal Revenue Code. For example, the federal tax code
provisions relating to individual retirement accounts
(IRAs), the accelerated capital recovery system (ACRS) and
domestic 1nternaf1ona1 sales corporations (DISC) should be
adopted.

b. Taxes related to the development of Minnesota's natural resources
should be comprehensively reviewed and revised with the speci-
fic objective of attracting substantial, long-term capital
investment in these industries. Further, recognizing the
importance of these natural assets to the state's economic
future, the state is encouraged to explore imeans of developing
its inineral resources (striking an effective balance between

"~ economic growth and protection of the environment). Special
emphasis should be given, for example, to the use of tax cre-
dits and to the development of value-added products based on
state agricultural, mineral and forest resources. To implement
this recommendation, the Governor is encouraged to request that
the appropriate state agencies, working with a team of business
and tax experts develop, by January of 1984, a comprehensive
plan for resource management.




To insure a more stable and predictable policy environment, it is

recommended that:

a. No change in Minnesota tax law or appropriations should be con-
sidered until such time as the opportunity has been provided
for full public discussion achieved through extensive publicity
and open public hearings. Further, that the Governor request
from the State Hearing Examiner suggestions as to how the rule-
making process could be made more consistent with the "general
principles"” presented in this report.

b. To contribute to a more predictable fiscal environment, the
Governor is requested to suggest to the Minnesota legislature
the formation of a joint House/Senate Budget Committee that
woulu set a broad budget policy early in the legislative
session, within which specific actions of the tax and
appropriation committees would be determined.

c. The financial difficulties of the past two years have resulted
in an unfavorable image of Minnesota within the investment
comnunity, both locally and nationally. It is recommended that
the Governor and the Commissioner of Finance prepare a strategy
for correcting the prevalent image of a state that "doesn't
work any more", by engaging in a systematic effort during the
summer and fall of this year, to "sell Minnesota" to the
investment community.

To contribute to 51mp]1f1catlon of government decisions, it is

recommended that:

The Governor ask each state department and agency to perform, before
January of 1984, a systematic "self-study", similar to that done in
1957-58 during the administration of Governor Orville Freeman. Such
a self examination would require each department to step back and
take a serious look at what it does, why it does things the way it
does, what it might do differently, what it might do to redraft its
charter, its objectives, its organization, and how it works with
other agencies. To insure that each department and agency is pro-
vided outside assistance, the Governor is requested to ask the cor-
porate, academic and labor communities to make available their best
people to work with each department or agency head. Such a self-
study should involve all the employees of that department, the
clients served, and representatives of individuals or organizations
affected by the acf1v1t1es of that department or agency.

To contribute to improved management, it is recommended that:

a. The Governor take immediate action to begin the process of
developing a long term economic strategy. Such a strategy
would assess the state's current economic circumstances, its
strengths and weaknesses, recommend policies, targets, priori-
ties and carefully note how particular policies and programs




would interrelate with one another to achieve a strong and
vital state economy. It is recommended that the Governor ask
the Departments of Energy, Planning and Development and
Commerce to begin work immediately. No organization can work
effectively without some general guide to its long fterm future.
Minnesota state government is no exception.

Effective management involves the consideration of all possible
means of more effectively providing public services. We would
encourage state departments and agencies to explore
alternatives to, and possibly more cost-effective ways of,
delivering services, including contracting with private firms
on a competitive bid basis, where such an approach can be
clearly justified. The Governor is requested fo appoint a task

~force, chaired by the Commissioner of Administration, of per-

sons both from state departments and agencies, from cor-
porations and labor and from interested civic organizations,
such as the Citizens Leaque, to survey opportunities and report
to the Governor by the end of the year.

Minnesota's infrastructure -- those capital goods essential to
the delivery of essential public services (roads, bridges,
dams, sewers, water systems, waste disposal facilities, energy
facilities, and other public buildings) -- are vital to a
healthy economy. Since no comprehensive capital improvement
plan presently exists, the Governor is requested to assign to
the Department of Energy, Planning and Development and to the
Department of Finance the task of preparing a state capital
improvement plan which would include a complete assessment of
the present condition of capital facilities, future needs, a
process for determining priorities and recommendations for
financing. To obtain information from local governments, these
agencies should solicit the help of the Metropolitan Council,
the Regional Development Commissions and the associations
representing Minnesota's cities, counties, townships and school
districts. It is recommnended that such a preliminary capital
improvement plan be prepared by January, 1984, and updated
annually thereafter.

State government 1is encouraged to identify instances of where
charging fees for services rendered is possible and
appropriate. "Profit centers" in state departments and agen-
cies should be encouraged wherever user fees sufficient to off-
set the expense of providing the service can be collected. To
implement this recommendation, the Governor is requested to ask
the Commissioners of Administration and Finance to jointly
prepare, by January, 1984, a report detailing their recommen-
dations for the further use of user fees.

At present, the resolution of disputes - between stafte agencies
and clients or third party providers, or between agencies and
businesses or between agencies and local governments is too




often characterized by a costly, adversarial relationship,
often concluding in litigation. The effectiveness of govern-
ment regulation would be enhanced by the use of more informal
dispute resolution techniques - informal negotiation,
mediation, arbitration. In such instances the "ownership" of
the solution to the problem is held by the parties to the
dispute, contributing to a quicker, less costly, and possiply
more lasting resolution of the issue. To implement this
recommendation, the Governor is requested to ask members of the
staff of the Administrative Hearings Office and other depart-
ments or agencies to study how these techniques may be applied.




PART IL. RELATIONSHIPS BETWEEN STATE AND LOCAL GOVERNMENT

Mission Statement

Local governments are very important providers of service to the people
of Minnesota. It is rightfully assumed tnat these units of government
are visible to local residents, accountable to their constituencies, and
that local officials are highly responsible in their conduct of public
business and in the delivery of essential public services. .

Some state mandates and restrictions may, at times, limit the effec--
tiveness of local governments and diffuse local responsibility.-

The future ecunomic vitality of the state will depend on the effec-
tiveness of local governments in providing services and their ability to
provide the means for attracting new business or encouraging small busi-
ness to expand. In this regard, state govenment should seek to expand
and improve its cooperative partnership between state and local
governments, essential to a climate in which economic growth can
prosper.

The Commission, in arriving at its recommendations, has identified the
following general principles which it believes should guide the review
and reform of state government structure and process as they relate to
local governments.

General Principles

1. Economic development necessarily takes place in a community. Once
Minnesota has been chosen for the location or expansion of a par-
ticular business, then local decisions become critical. The Tocal
community must be allowed to provide incentives, facilities, public
services to implement the expansion or location decision.

2. Efforts must be undertaken to draw closer together the decision on
services to be provided or the expenditures to be made and the deci-
sion to levy taxes or raise other revenue to provide for those ser-
vices or expenditures while seeking an equitable allocation of funds
and efficient service delivery.

Specific Recommendations

1. State government has an important responsibility to encourage busi-
nesses to locate or expand in the state and it is important that
the business sector participate in such efforts. But we also would
recognize that local governments must be involved by being consulted
in the developnent of a state "strategy", by being given the oppor-
tunity to contribute to the design of state economic development, by
being given the freedom and flexibility to determine which public
services will best meet the needs of their comnunity and the fiscal
tools necessary to insure that those services are available. To
this end we recommend that:




a. There should be a comprehensive review of property tax classi-
fications (with a view towards simplification), credit calcula-
tions and mill rate differentials.

b.  Consideration be given to allowing smnall businesses to “"confess
judgment"” on a limited amount of delinquent property taxes,
giving them additional time to pay in the manner now available
to homeowners.

c. The state should, as a part of its current efforts to reorgan-
ize its economic development programs, consider ways of pro-
viding technical assistance to local governments in their own
efforts at economic development.

d. The .tate should continue and improve the provisions for tax

increment financing and industrial development bonds as well as
other forms of development financing which represent major
tools in the hands of local officials in the pursuit of th81r
goal of economic growth.

It is recommended that the fiscal note process which presently
requires an estimate of the cost of the proposal to the state budget
be expanded to include an estimate of the potential costs to the
unit of government charged with implementation. Further, that such
information be widely disseminated to insure that all members of the
lTegislature are aware of the cost implications.

It is recommended that action be taken, through legislation, to
require a periodic inventory and review of state mandates and, -
further, that steps be taken to assign to a state agency the respon-
sibility for continuously monitoring the impact of mandates and to
recommend changes and modifications (to include the option of
elimination).

It is recommended that the Governor assign responsibility to an

~appropriate state agency to undertake a careful analysis of those

state mandates related to local goverpment employees (e.g., payment
of salary in addition to military pay to persons on military leave).
Several such mandates are noted in Attachment I.

It is recommended the Governor ask the Department of Finance to
study, during the interim, the question of whether or not cities,
counties and townships should be required to pay additional contri-
butions beyond matching the employee contribution to PERA '
(coordinated and basic funds). The additional employer matching was
originally established to retire those deficits that developed prior
to employer matching. Since then, those deficits have been retired
and current deficits are attibutable to benefit increases granted by
legislative action.

[t is recoinmended that the Governor ask the Departments of Finance
and Revenue to continue their efforts to explore ways of modifying
the present system of levy Timits on local governments, using as a
guide the principles outlined in this report.



Attachment I

The following issues were identified and discussed by one or more mem-
bers, but no position was taken by the Commission. They represent con-
cerns judged to be important, but either fall outside the jurisdiction
of the Commission or where it was determined that some other Commission
would examine in greater detail. In some instances, issues are listed
on which no general agreement could be reached. '

1. Conformity of state hazardous waste rules to federal rules.
2. Conformity of state water and air quality rules to federal rules.
3. Possible rcpeal of the state's unitary apportionment tax law.

4. Appropriateness of reductions of federal taxes on Minnesota state
income tax returns.

5. Reform of the property tax classification system.

6. The disparity between commercial-industrial property tax burdens and
homestead and farm property tax burdens.

7. Improved methods of economic forecasting and the development of con-
tingency plans at the beginning of a biennium for corrective budget
reduction action as necessary.

8. State aids to post-secondary education based on student enrollment.

9. Workers" compensation and unemployment compensation costs in
Minnesota.

10. Legislation affecting the operation of a business in Minnesota.
Among legislation considered to be in this category are hostage shop
legislation, successor bill, strike-breaker laws, retail pricing
bills, bottle deposit laws, and the Tige.'

11. Capitalizing a $3 million revolving fund balance for the Small
Business Finance Agency to encourage development of small business.

12. Federalkdesignation in Minnesota of an "enterprise zone".

13. Incentives for private venture capital investment fn the state.
14. Incentives to enhance the desirability of retirement in Minnesota.
15. Coordination of regulations at local (county, city) levels.

16. Coordination of agency actions and state and local governments;
state agencies snhould not view their agency mission in isolation.

10




17.

18.

19.

20.

210

22.

23.

24.

Cost/benefit analysis applied to state programs, activities and even

to agencies.

Publication of legislation agendas at least 60 days in advance of a

legislative session.

Payment of salaries to fire and police personnel when on relief
association business.

The presumption that neart and lung disease are job-related to law
enforcement and fire personnel.

Payment of full salary in addltlon to m111tary pay to local
employees on military leave. _

Local determination of whether an intoxicéted individual must be
transported to a detox center.

Eliminate or reform levy limits. Note: The Local Governments
Subcommittee strongly recommended the elimination of levy limits.
Other members of the Commission did not feel sufficiently
knowledgeable about this issue to support this recommendation
without qualification. :

One-stop service center for new small business.
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COMMISSION ON REFORM OF GOVERNMENT

Ms. Mary Anderson

3030 Soott Avenue North

Golden Valley, Minnesota 55422
545~3781

Ms. Marcia Bystrom

Bystrom Sales Conpany

P.0O. Box 37040

Bloamington, Minnesota 55431
884-9789

Mr. John Derus

4046 Xerxes Avenue North
Minneapolis, Minnesota 55412
348-3086

Ms. Amne B. Kerr

7200 France Avenue South
Minneapolis, Minnesota 55435
830-0500

Mr. Kent Eklund

Lutheran Brotherhood

625 4th Avenue South :
Minneapolis, Minnesota 55415
340-7000

Mr. John Erickson

Waycrosse Inc., Dept. 28

P.O. Box 9300

Minneapolis, Minnesota 55440
475-7521 '

Ms. Carol Flynn

AFL-CIO, Council 6

236 East Plato '

St. Paul, Minnesota = 55107
291-1020

Ms. Gloria Gold

The Bottom Line

5697 Green Circle Drive
Minnetonka, Minnesota 55343
938~1089

Mr. Gene Hickok

L.A. Hickok & Associates
545 Indian Mound

Wayzata, Minnesota 55394
473~4224
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Mr. Peter Hill

444 Cedar Street, PO Box 43237
St. Paul, Minnesota 55101
221-1100 '

Mr. Walter Johnson

ConnCo, Inc.

7414 Hudscn Road

Iake Elmo, Minnesota 55042
731-1040

Mr. Ken Lindgren

Larkin, Hoffman, Daly, Lindgren
7900 Xerxes Avenue South
Minneapolis, Minnesota 55431
835-3800 .

Ms. Jo Numn

401 Elm Creek Road
Champlin, Mimmesota 55316
421-8064

Mr. Ken Price
Stephen ‘
Minnesota 56757
218-478-2453

Mr. Dave Printy
Morrison International

1219 Marquette, Suite 100

Minneapolis, Minnesota 55403

1 332-1588

Mr. Ken Rothchild

14 Hickory
Mahtomedi, Minnesota 55115
224-4651

Mr. Bill Saul

Remmele Engineering Co.
677 Transfer Road -

St. Paul, Minnesota 55104
645-3451

Mr. Henry Schumann

Route 1, Box 245
Stewartville, Minnesota 55976
507-533-8731




Mr. Dick Stafford

1749 Lamplight Drive
Woodbury, Minnesota 55125
439-3220

Mr. Bob Stassen

66 East Thompson

West St. Paul, Minnesota 55118
457-1111

Mr. August Rivera _
2740 Thomas Avenue South

Minneapolis, Minnesota 55416
348-6120

Ms. Rita During

770 Transfer Road

St. Paul, Minnesota 55114
645-7645

Ms. Barbara Raygor

3045 Park Avenue South
Minneapolis, Minnesota 55407
827-5995

Mr. Roland Camstock

" Northern State Power Company
414 Nicollet Mall
Minneapolis, Minnesota 55401

Mr. Jim Wicker ; ‘
Peat, Marwick, Mitchell & Co.

© 1600 Conwed Tower, 444 Cedar St.

St. Paul, Minnesota 55101
224-7466

Mr. James Womack

Sheldahl, Inc.

Noxrthfield, Minnesota 55057
5G7-645-5631

-Mr. Mike Wright

Super Value Stores, Inc.

P.0. Box 990

Minneapolis, Mimnesota 55440
828-4048

Mr. Amos Hanes
Convergent Systems, Inc.
245 East 6th Street
St. Paul, Minnesota,
221-0587

55101

Mr. Frank Chavez
1130 Bellows Street

West St. Paul, Minnesota 55118
455-1500 '





