
,
.!,
.r

I
! -

~----

REPORT
of the

Minnesota Interim Committee

ON

Tax Research

Submitted to

THE MINNESOTA LEGISLATURE

OF 1951

-- -.--- ------ --------- -'- -- -- --------- --- ----- --- - I

This document is made available electronically by the Minnesota Legislative Reference Library 
as part of an ongoing digital archiving project. http://www.leg.state.mn.us/lrl/lrl.asp 



CONTENTS
Page

Committee Members 2

General Information. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 3

Principles Observed . . . . . . . . . .. 14

Real Property Tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 16

Personal Property Tax 23

Income Tax 27

Iron Ore Tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 32

Iron Range Resources & Rehabilitation Commission 50

Beverage Tax 55

Cigarette Tax 56

Aviation Tax .. 57

Trust Funds As A Source of Money For Governmental Expenses 62

Immediate Tax Problems 68

Minnesota's Tax Policy in General . . . . . . . . . . . . . . . . . . . . . . . .. 70

~ Summary 71

..J Appendix
Ability to Pay Study 73

Report of Committee on Mining And Taxation 84

Report of Education Department Survey on Location of High
Schools 87

{.
..~---_._--_._-_ .. _---- ------ ._--- ---'--' . -------



FROM THE HOUSE

Representative Frederick P. Memmer, Chairman, Saint Paul
Representative Roy E. Dunn, Pelican Rapids
Representative A. B. Anderson, Duluth
Representative Harold R. Anderson, Secretary, North Mankato
Representative Michael R. Moriarty, Jordan

FROM THE SENATE

Senator William L. Dietz, Vice Chairman, Montgomery
Senator Donald O. Wright, Minneapolis
Senator Gordon Rosenmeier, Little Falls
Senator Helmer Myre, Albert Lea
Senator George L. Siegel, Saint Paul

I

j
r
j

i
I



j ~

s

Report of the Legislative Tax
Research Committee
GENERAL INFORMATION

The Legislative Tax Research Committe was provided for by
the 1949 Legislative of Minnesota by a concurrent re&olution, the
text of which is the following:

House Concurrent Resolution No.8:
"Whereas, the tax structure of the State of Minnesota

under existing laws contains many inequities placing
unnecessary burdens upon some of the people and per
mitting others to. avoid a fair share of the responsibility
for the cost of the government at state, county and muni
cipal levels; and

"Whereas, The people of Minnesota are entitled to the
benefit of a thorough study of our present laws and
methods of taxation and the allocation of funds collected
thereunder, and investigation of the tax laws of other
states to the end that such inequities may be reduced 01'
eliminated in the future and such burdens be diminished
in the best interests of all the people.

"Now, Therefore, Be It Resolved, By the House of
Representatives, the Senate concurring therein;

"There is Hereby Created an interim committee to
be known as the Legislative Tax Research Committee,
consisting of five members of the House of Representa
tives, to be appointed by the Speaker, and five members
of the Senate, to be appointed by the Committee on Com
mittees, of the Senate. The appointment of such interim
committee shall be made upon the passage of this resolu
tion, and any vacancies that may occur shall be filled by
the appointing powers.

"The interim committee hereby created is authorized
and directed to ascertain, study, and analyze all facts
and matters relating to the tax laws of the State and the
administration thereof; to investigate and study
the tax laws of other States with a view to develop
ing recommendations for consideration at the next regular
seasion of the Minnesota. Legislature; to consider plans
to reduce existing inequalities in the field of taxation
within the State; and to make recommendations for im
proving the tax structure of this state in the best interest
of all the people of the state.

"The interim committee is authorized to function
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until the commencement of the next regular session with
authority to file its final report and recommendations not
later than ten days after the opening of the next regular
session of the Legislature.

"The interim committee shall have the authority and
power to hold meetings at such times and places as it may
designate for the purposes of this resolution. The Com
mittee shall select a chairman, a vice chairman, and
such other officers from its membership as it may deem
necessary.

"The members of the interim committee shall be
reimbursed for all expenses incidentally and necessarily
incurred in the performance of their duties within the
limit of the appropriation provided herein. The committee
is vested with powers and authority to subpoena witnesses
and records, to employ legal aid and assistance, to
purchase stationery and other supplies, to rent and other
wise provide for the use of offices and equipmen~, to co
operate and secure the services of the Legislative
Research Committee, the Tax Department of the
State, and any other governmental subdivision or agency
of the state in investigating any matter within the scope
of this enactment, and the officers of any governmental
subdivision or agency of the State shall assist the interim
committee with such information and data as it may
require. The interim committee shall do any and all things
reasonably and necessarily convenient to enable it to ade
quately exercise its powers, perform its duties, and accom
plish the obligations and purposes of this enactment.

"The sum of $7,500.00 is hereby appropriated out
of the Legislative Fund in the state treasury, or so
much thereof as may be necessary to pay all expenses
incurred pursuant to this act. For payment of such
expense the interim committee shall draw its warrants
upon the state treasurer, which warrants shall be signed
by the chairman and at least one other member of the
committee who has been so designated, and the state
auditor shall then approve, and the state treasury pay
such warrants as and when presented, but not exceeding
in the aggregate the amount herein appropriated."

The Committee met on July 22, 1949, in St. Paul, Minnesota,
and organized. Officers elected unanimously were:

Representative Fred P. Memmer Chairman
Senator William L. Dietz Vice Chairman
Representative Harold R. Anderson Secretary

The office of the committee was designated as 1118 Commerce
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Building, St. Paul, Minnesota, the law office of Representative Fred
P. Memmer. All committee meetings were held at the State
Capitol, except when meetings were held outside of St. Paul.

In addition to several meetings held in various municipalities
throughout the state at different times, the committee met at
Duluth, Minnesota, on July 12, 1950, and at Hibbing, Minnesota,
on July 13th and 14th, 1950. The Duluth meeting was held at the
Duluth City Hall and the meeting in Hibbing was held at the
Hibbing City Hall. During the time of the Hibbing meeting
the committee visited a number of open pit mines and also the
Taconite processing plant near Aurora.

At the outset of the committee's work, the following letter
was sent to the organizations named below requesting their co
operation and assistance in analyzing Minnesota tax problems:

"August, 10, 1949
Name
Address

Gentlemen:

The 1949 Legislature established an interim committee on
taxes and directed it as follows:

"The interim committee hereby created is auth,orized and
airected to ascertain, study, and analyze all facts and matters
relating to the tax laws of the state and the administration thereof;
to investigate and study the tax laws of other states with a view
to developing l'ecommendations for consideration at the next regu
lar session of the Minnesota Legislature; to consider plans to re
duce existing inequalities in the field of taxation within the state;
and to make recommendations for improving the tax structure of
this state in the best interest of all the people of the state."

The committee, at its first meeting decided to officially contact
all groups and organizations within the state as a means of
sounding public opinion on the general question of taxes in Min
nesota.

This letter is directed to your organization as a request for
cooperation and assistance in dealing with this ever-present chal
lE~nge of potentially oppressive and inequitable taxation-a question
that is vital to the whole future of our state.

The next meeting of this committee will take place about Septem.,.
bel' 1st, and by that date we would appreciate a letter from your
group indicating:

1. What your group thinks are the three most important tax
problems for the 1951 Legislature to deal with.

2. Whether or not your group is doing any special wOl'k this
year on the problem of taxation.
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3. If you have research facilities, what particular phase of
taxation, if any, you are studying.

4. Whether your research section can or will give any a~sist

ance to this committee if requested.
5. Whether your group desires to appear before this committee

at a hearing date to be arranged for that purpose.
Your reply will be appreciated, 'as the committee believes its

task to be one requiring united effort on the part of Minnesota's
citizens.

Very truly yours,

Frederick P. Memmer, Chairman
LEGISLATIVE TAX RESEARCH COMMITTEE"

This letter was sent to the following named persons and
organizations:

Norman E. Biorn
Executive Secretary
Minn. Associated Businessmen, Inc.
520 Endicott Bldg.
St. Paul 1, Minn.
Lake Superior Industrial Bureau
c/o William Montague
1200 Alworth Bldg.
Duluth, Minnesota

J. S. Jones
Minnesota Farm Bureau Federation
478 St. Peter
St. Paul, Minnesota
Minnesota Farmers Union
Willmar, Minnesota
Henry W. Haverstock
Chairman, Tax Committee
Junior Chamber, of Commerce
1010 Midland Bank Bldg.
Minneapolis, Minnesota
Harold Henderson
Minnesota Institute of Governmental
Research
702 Empire Bank Bldg.
St. Paul, Minnesota
Walter E. Englund
Executive Secretary
Minnesota Education Association
2429 University Avenue
St. Paul, Minnesota
William Pierson
Master of the Grange
Ogilvie, Minnesota
CIO Regional Directors Office
901 Commerce Building
St, Paul, Minnesota

Carl Herbert
St. Paul Bureau of Municipal Re
search
St. Paul, Minnesota

Harry R. Reed, Executive Secretary
Governmental Research Bureau, Inc.
809 Torrey Building
Duluth 2, Minnesota

Minneapolis Chamber of Commerce
10 Groveland Terrace
Minneapolis, Minnesota

Mrs, Malcolm Hargraves, President
League of Women Voters of Min
nesota
84 South Tenth Street
Minneapolis 2, Minnesota

Robert M. Adams
Fidelity Building
Duluth, Minnesota

Kay Todd
W-2681 1st National Bank Bldg.
St. Paul 1, Minnesota

Robert Olson, President
Minnesota State Federation of Labor
418 Auditorium St.
St. Paul, Minnesota

James P. McDonnell
President
Minnesota Taxpayers Association
Buffalo, Minnesota

J. J. Faust
Secretary
Minnesota Chamber of Commerce
Brainerd, Minnesota



George· Bestrom
Minneapolis Taxpayers Association
203 Pillsbury Building
Minneapolis, Minnesota
St. Paul Association of Commerce
332 Cedar
St. PaulI, Minnesota
Duluth Chamber of Commerce
Duluth, Minnesota

7

Business and Professional Women's
Association
410 Frontier Bldg.
St. Paul, Minnesota

Edward Scallon
Butler Building
137 East 8th Street
St. Paul, Minnesota

During the course of the committee's work nearly all of these
individuals and organizations appeared before the committee or
sponsored meetings or otherwise gave active assistance to the com
mittee in the conduct of its studies.1 The committee is grateful to
all those who assisted it.

After holding 11 public meetings, plus a number of public
meetings in various localities throughout the state at which sub
committees of the committee were present, the committee spent
its time in St. Paul studying, analyzing, tabulating and drawing its
conclusions from testimony and information it had obtained.

1Footnote: Certain org..hlzations who I)ave been maldng a polltical Issue of Minnesota tax
policies falled to respond to the committee's Invitation to appear and failed to olfer any
assistance or to make any recommendations.
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Following is a table on Minnesota Tax System reproduced from
C. C. H. Tax Systems.
74

MINNESOTA

A'
Title and Citallon

1
Corporate organ

Ization and
qualification
fees:
Sees. 300.49.

~tg~:~~.~}

B
Basis-Measure

Domestic: - authoriud' capital
Slotk,

FO:ac;r,~,:r~kr~~Op~eS~~I~dSUb~
properly and grOS$ recti"ts
'rom business in the stale.

C
Ratti

Domeslic-$25.00 ior $25.000 or
1~$Si over ~25.000. $25 plus SO¢
per $1,000 In excess of $25,000;
Increases in capital stock, 50,
por $1,000.

Foreign - same iU domestic.
Minimum, $50.

D
Reports and Payment

Domestic-pa)'ment to Sec.
rclary of Slate at time of
incorporalion or increase
in capital stock.

Foreign-minimum fee paid
at time of Qualification;
additional fee based on
information in annual re·
port due 30 days after
nollce.

E'
Yields

$150,091.
(.09%%)

5.1
Corporation ,Foreign corporations-flat rate. $5.

annual report
feu:
Sm. 303.14,
303.21.

April 1 10 Secretar)' of Included in corpo-
SIOlte. rate organization

and qualification
fets,

10
Income tax:

Sees. 290.01
290.62, Ch•.
642 and 734.
Law' 1949.

15th day of 3rd month a{(er
end of ,"come )'taf". to
Commissioner of Taxa
lion. Pa)'ment may be in
installmenls on said day
and 6 monlhs thereafter,

~~ ~ai~ixd~~~~~ 0;' 6~~~
9 months thereafter.

No withhoMing,

$~9.815.045.
(30.594~.)

20
General property

tax:
Secs.88.47
88.51,210.071
210.079,
212.01-285.15.

All real and personal propertr,
except money and credits, withm
the slale and personal property
owned by restdents, valued' ac·
cording to numerous classes 01
f:::~r:fu~~om 5% '050% of its

Homestead exemption-from slate
taxes 10 full and true value of
$4.000 except for laxu to relire
stale indebltdness incurred prior
to January I, 1937.

Aggregate 01 slate and local rales
fixed annually to meet bUdfIei.

Transmission linn of elcelrlc lIfl:ht
and power companies IylOg
outside corporate limils-aver.
age rale of levy throughout the
county lor all purposes.

Airline llight proputY-3vcrage
levy throughout state for all
purposes.

AuKihary fOTests-61 per ..cre.

Returns-perlOl1al property,
between April I and June
JO to county. city, lown
:~:Ui~~I~~fe assessors, as

Payment-realtY,14 Afay 31
and ~ Oelober Jl (0
county treasurers; per·
sonahy up to $10 last
day or FebruarYt-0ver $10
~ last day 01 t'ebruary

flr~t~r!::r~~'~~e~:~I~~;
t to Commissioner 01
Taxation.

20.8
Vessel tonnart

tax:
S".289.ot.

Registen:d tonnage of vusels SI per Ret ton.

f:;~~~t~e~linw~::;:tt:~nIi:~ i~i
property tax.

R~~~:;;;!uIY 1 10 Siale $lt:mr,,)
Payment-July I to Slate

Treasurer.

20.U
Grain tax:

51:<:5. 286.01
286.11.

35
AlcohoUc beyer.

age tax:
Sees. 340.01
3-10.56: Ch. 642,
Laws 1949.

Bushels of grain handledj in lieu Wheat, soy bean' or Aax-JoS mill Rdurns-May 1 10 local Counly tax.
of P(Oputy tax. per bushel. assessors.

Other grain-54' mill per bushel. Payment-Same as personal
property 'axe..!.

For fool no Ie., .u 1..1p_'6 of ehut.
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MINNESOTA-Continued

A'
Tille and Citation

B
Basis-Measure

C
Rates

D
Reports and Payment

g'
Yield.

~o

Gasoline tu:
Sees. 196.0'
296.4Y.

Gallons of gasoline and .special
.use Iud used to propel molor
vehicles on public highways and
01 aviation gasoline :md special
use fuel received, sold, stored
or withdnwn from storage.

Motor vehicle fuel, S¢ per gallon: 2Jrd 01 each month io Corno $26.154,652.
a,renh fuel, 041.. Insp«lion mi.ssioner 01 TaxatioD. (16.044")
fee, not to exceed l~t per 50
gallons.

$13,915.621.
(8.536%)

2 mills per dgareUe welghlna: 3 20th of each month to Com· $8,872.S48. 10·
pounds or less Vet 1,000: 4 mills misstoner o( Taxation; eluding drardte
on those weighing more, sales lax paid by purchase license (cu.

Consumers-I}!, and 3 mills, re- of stamps, (S.443~)
spectin)y.

....

~5.4

Occupation and
royalty lUes
(lron ore):
Sees. 298.Ql
299.14; Ch. 642,
l.aws 1949.

50
Motor vehicle

taxes:
Sees. 168.031
168.35, 221.01
221.46; Cil. 69-1,
Laws 1949.

SO.2
Aircraft taX:

Sees. 360.51
360.67.

55

C~:~t~~i_
297.15; Ch. 553,
Laws 1949.

Occupation - valuation of orts
mined or produced.

Ho)"alt)'-amount in money or
"alue received.

Passenger automobiles .md hearses
-manufacturer's shipping
weight.

Farm and urban trucb-unloadtd

~fi:'~~fl~~eous trucks and buses-
grOSS weight.

Truek trailers--cauying capacity.
Others-flat rate.
Carrier permits-Rat rate,

~lanu(acturer's list price as of
August 1 of preceding )·ear.

Cigaretlt:S so1d, used or stored
within the state; measured b)'
weight and n\lmber.

O~~~p:l~oOn~~I~~~efrl:~ !a~~i~~
increased 1/10 of l' lor each
1% Ihal iron content exceeds
55%.

ROl·allr-12%.

Merch~nlable timber growing at
time of tiling contract, cut
within 1 )'ur aller June JO
foltowing-407o; reduced by 2%
annuall)' until it reaches 10%.

Other merchantable limber-IO%.

Passenger automobiles and hearses
-$7.50 to $15, accordinlif 10
weiKhi and age.

fnttedly buse.s--$2SO to $1,782.
Fann and urban Irudcs---24t 10

~{~lfa~u~I'tnJclcs and buses-
$12 10 $170 plus $30 per Ion
O\'cr 14,

O.hers-$I '0 $250.
Carrier permits-$1,SO per vehicle.

1%.
Minimum, $10. Depreciation al

lowed at rale of 10% 2nd year
and 15% each succeeding )'ear
up 1015%.

RCrrt~~::n'::al~~on~ar~
Taxation; royahy, Febru·
at)' I.

Payment-<X:cupatlon, JUDe
14 to State Tr~5unr;
royahy, May JI.

Reports-January 15 to County tu.
(ounty auditors.

Payrnenl- whcn cut. to
county treasurers.

N~~~~~irerl;tl~j~I:i~t~i;e~ $1:1~~'~6:~~~:
~~~ ~~r'hSI:::t(~~~::; ~~ds~~re~~.eu,.,
of Alolor Vehicles). licenses and

Carrier pennilS-annually 10 permilS and tar·
Railroad and \Varehouse riers' feu.
Commission. (9.S31"')

February 17 to Commis· $.17,288.
sioner of Aeronautics. (.021")

~i:"mularin. Pound, ,old or olter'" lor "I, lot per pound.
tax: within the state.
Sees. 33.10-
33.21.

~olrteale «.I.lry Amoun' 01 d,b. mured by "al 1St ~er $100.
tax: Ulate morlgage,
Sees. 287.01-
287.12.

Payment-by purchase of $228,689.
stamps hom Commit· (.140~)
sloner 01 Agrlculhare,
Dairy and Food.

10
UtiJidu um.lnca

taxes:
Sees. 294.01
295.36

Gross earnings within state; in
lieu of all property taxes.

Rai1roads-S%.
Express companies-9%.
Freight lil1es-790.
Sleeping car companies-6%.
Telegraph companies--6%.Telephone companin-7% in cilies

and villages over 10.000, 49'0 of
olher earni03s; if gross earn·
~~re~h:~e~' or less, lS¢ per

$':f:~~~~S'el:~irlc
cooperative asso
ciations'tax..
(9.700%)

"or tootaot.., ... 16.. pap ...rt. eo.ttA....... -.at ,a,•.
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MINNESOTA-Concluded

A' BCD E'
.:.T:.:iU:.:,.:..:::nd=....:C.:.il:::.t::.lo::.n'I -=B:.:._'i.:.-----=-M:...'-=""'-u,·.:.. 1,- -=R.:..:.:t:.:"---=- +---=-R.:.,,,po:::,.=t'-=.::.n:::d.:.P.:..,,rm:.:.::'n:.:I_II __.:.y.=i':.:Id:.:,__
sa
tnsuranc.e lax: GroSs dirctl premiums, less relUnI 2%. Fire companies also pay fire Reporls-~f3rch I to Com. $4,6().Q,869.

ITzJ,~l%>~·6J· ~~~~~:'~ri~~i':~hi~ ~~~ ~il:~~ F~~~~s~lalc~~::n~sof ~~ject to Pa';~~~~~A;r~lliO\l~nS~~le (2.826%)
retaliatory taxes. Treasurer.

19
Inheritance tax:

Seu. 291.01
291.33.

True and full value or propt:rl)'
transferred at duth, or during
lifetime in (':onlcRlpl..,ton of. or
in manlier intended 10 lake effeel
al death. and relationship of
Iransfcl"ce 10 decedent.

Primary ralu-I% to 5%. IF
estate «ceeds $15.000. rates iu
cr(:3.s\"d Irom 2 '0 12 limes bUI
nOI 10 exccerl 35%.

Exemptions-from $100 10 $10,000
according to relationship of
tr.anderee 10 decedent.

R~lurns-whhillone month
ahcr appointment of legal
rellreSftllath'c, '0 probate
court

Payment-within IS months
after dealh, to county
treasurers.

Relurns and payment to
Commissioner of Taxa·
'ion i( no probate pro·
ceedillgs.

$2.110.785.
(1.331%)

19.1
Estate tax:

Sees. 291.3-J
291.40.

Ni~:~~fl~t~~e~~(d~ec~db~I~e~~i;'~ A~~~i"~rebJit '~~~e~d'~~n~~t1~:~ W~~~~h, ~~d~o~~'inh~f:~~ Inh~~tl~~~~ i~;x.
tax payable to all states. ance tax by Commissioner

or Taxation.

19.2
Olltl... :

S<es.292.01
292.14.

True and full valu:. of gift al time
of transfer and relationship of
donee 10 dOllor.

Primary rates-Jf of 1% to J~%.
H utate exceeds $15,000, ratu
increaud from 2 10 12 limes
but not to exceed 35%.

Exemptions~250 '0 $10,000.

R~ports-March 15 to Com- $90,188.
missioner of Taxa'ion. (.OSS%)

Payment-60 days alter no·
lice of asseurnenl.

91
Unemployment

Insurance t.a&:
Sees. 268.03
268.24.

Fi~:\e~J~y~~~~:e::~~:I~~~:' E~~~rer:~.~~ s~~n~~dunr~~~, LO~t:b:r ~~d~h~~alyUlr~ $II,9J1.211.
2.1%. Division of Employment

Employee.s-none. and Security,

• Footnole. are IdenUOed by relerence to the .apre In the left
hand C'Olumn and the letters In the eaptlons.

A. CitatiON are to Minnesota Statutes ot 19-\5. sa .mlnded.
B. Rnenue c:olledlona are lor the ftlenl yeu endIn. June 30.

]~9. Tolal stale lax collec!lens lor OIat yMr were $163.022.271. not
I"chtdln. $11.931,211 unemployment Insurance lax, Thls amount In
dudes the followlnc, nol charted abo\·e: &xln,r exhibitions admls
.Ions taxu, $25,'792; flah and Bame pennlLi and license lees. S2,:H9.4S6;
oth~r mls«Uaneoul lIcenJeJ and permtu, J813.m. Percen11lgu el
revenue do not loLaI 100.,. due to omlulen (rom the chart 01 the
minor lax Items listed above. Unemployment Insurance contJlbu
lions ar. not C'Oruldered a tax lor Ihe purpose 01 the: percenlace
calculallons.

It-(). Trulil eompanles net doing II hankins buslneu pay II 6~..
Cross earning, lax In lieu 01 olber taxes, Trust companies Ib_t d.o
a bankln, bu.lntss are asse.sed and laJeed the same as btlnks (See.
m.31).

n·D. Electric light Md power company JInes outside COrporate
Ilm1t., "U pipelines, airline filcht property, and perlOnal property

Mlnn•••I.

of .Ireet rall .....ay. road and bridle oomJN1nles In more th.n one dl,
lJ'lcl are assessed b)' the Commissioner ef TaxlI.llon.

4D-0. Distributors' annual l1«nse lee Is: $1. ~fumb are pro
vided for laXes peld. on aYlatlon casollne over and above 50.000 I'll·
10M, rceeh'eod, stored, or withdrawn from .torace durlnc the calendar
)'ear and not sold or olherwlse disposed or 10 olhers. at lhe nte ot
11 per gallon abo\·e 50.000 end not more than 100.000; 21 per I8lton
oyer 100,000 and not more than 160.000; 3; per calion oyer 150,000
and not more thnn 200,000 end 3J~; over 200,000. Claim. tor refund
mwl be made on or before March 1.

fI.t-O. The (axpaylll' Is allo\\'ed • c:recltt at Ole ,ate ot IS9(, of
the cost 01 labor In exCtiS of 6S# per Ion and 109' 01 the eo.1 ot
labor In excess of 501 per ton. Thls cndlt rna)' nol eXC'H'd 15~
of the tolal lax for underground operations or~ tor other opere·
tlons. In lieu 01 Ihe foregoing ('I'edlt the Ilur.peyer rna)' elect a crt"11t
of Ji 01 1~ of Iht lI.mount 01 the tAx lor each 1~ of the total pro
ducUon oC Iron orc which Is con\'erted Into pll' Iron. sponle Iron, or
powdered Iron In MIMesota.
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It is interesting to make a general comparison of Minnesota's
tax system with that of other states. Tax experts and students
often characterize these various systems by the kind of tax which
a,ccounts for the principal or largest return of revenue. On this
kind of comparison we get the following results:

No. of States Kind of Tax
24 Retail Sales 01' Gross receipts
16 Gasoline tax
1 Motor Vehicle, license and drivers'

license taxes
Net Income
Severance

49 (This total results from the fact that Minnesota has been in
cluded in both the income and severance tax classes because it is
so exceptionally high in both).

Although 28 states levy general sales or gross receipts tax,
the table above shows that 24 of them use this form of tax as their
major source of revenue. It is interesting to note that our com
peting states of Illinois, Iowa, Indiana, Michig'an and Ohio, are
among the 24.

In all, 29 states levied both corporation and individual income
taxes, 4 levied net income tax on corporations only and 2 levied
net i:ncome tax on individuals in 1950. Of these, only New York,
Massachusetts, Oregon, Delaware, Wisconsin and Minnesota de
pend on net income taxes for their greatest single source of re
venue. Incidentally, Minnesota occupies the unique position of
being the only one that dedicates its largest source of revenue to
a single expense of government. In the states of Colorado, North
Carolina, Vermont, Virginia and Kentucky, the income tax is a
substantial, but not the most important source of revenue.

MINNESOTA'S TAX SOURCES BY PERCENTAGE COMPARED

TO AVERAGE OF TAX SOURCES OF THE 48 STATES

Tax
Net Income Tax
Property Tax General and Selective
Death and Gift
Retail Sales 01' Gross Receipts
Motor Vehicle Fuels
Alcoholic Beverages
Tobacco Products

Minnesota
28.3%

5.5
1.2

18.3
7.7
5.9

48 State
Average

16.6%
3.8
2.1

21.1
19.5
5.3
5.3
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Gross Earnings and other Sales or
Receipts Taxes

Motor Vehicle and Operators
All other License and Privilege
Severance
All Other

10.3
11.6
2.5
8.7

2

100.0

7.8
9.4
5.8
2.6

.4

100.0
2 Less than .1 per cent
Note-Exclusive of the Unemployment Compensation Tax
Source: State Tax Collections in 1950, G-SF 50-No.4, August

1950, Department of Commerce, Bureau of the Census.
Reference to the above comparison table shows Minnesota's

tax pattern in comparison with the tax pattern for the whole 48
state average. The most significant differences occur in the facts
that we rely upon net income tax for 28.3 % of our total state re
venue, while the average for all states is only 16.6%. Then in the
comparison on general sales or gross receipts tax, we are blank,
while the 48 state average shows a reliance on this kind of revenue
for 21.1 % of the total requirements. On motor fuels we are slightly
below average, while on alcoholic beverages we are substantially
higher. Our cigarette taxes and motor vehicle and driver licenses
are only slightly above average for the whole country. When it
comes to severance taxes, we again stand out, being· more than
three times above the national average.

Following is a table showing total tax collections in Minnesota
in 1950:
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1950 STATE TAX COLLECTIONS IN MINNESOTA
ALL LEVELS OF GOVERNMENT

Federal

Property $.

Income-Personal 298,204,624
Income-Business 175,904,629
Income-Total 474,109,253
Inheritance, Estate & Gift: 6,684,171
Gross Earnings .
Liquor Beer, Distilled Spirits. 22,844;178
Cigarette .
PaYToll (Social Security, Un-

employment, Old Age &
Survivors Insurance) 64,394,744

Gasoline 6,800,151
Motor Vehicle .
Insurance .
Iron Ore Occupation & Royalty
Transportation of Property 13,504,953
Transportation of Persons. 7,385,051
Admissions 7,861,050
Retail Excise (Jewelry, Furs,

Luggage, Toilet Prepara-
tions) . 8,117,437

All Other Taxes . .. 17,152,131
License, Fees, Permits .
Departmental Earnings .
Income from Trust Funds ..
All Other Income .

Total $628,853,120

State

$ 10,154,535

51,588,870
2,336,272

15,101,788
13,617,186
11,142,144

34,011,926
21,238,215
4,393,887

16,892,8031

2,113,426
7,601,586

12,357,250
4,471,574
6,688,845

$213,710,306"

Counties

$59,244,112"

127,295'
2,971,159'

449,107'

$62,791,673

Cities 4
Villages

$56,721,400

3,909,955'
10,301,5364

8,909,020'

$79,841,911

Townshlpa

$10,366,677

$10,366,677

School
Districta

$63,292,057

4,879,678

$68,171,735

Total

$ 199,778,781

525,698,123
9,020,443

15,101,788
36,461,364
11,142,144

64,394,744
40,812,077
21,238,215
4,393,887

16,892,803
13,504,953
7,385,051
7,861,050

8,117,437
19,265,557
11,638,836
25,629,945
4,471,574

20,926,650

$1,063,735,422

1 _ Includes total occupation tax.
• - 1949 levy collectible in 1950.
• - 1947 calendar year-Report of Public Examiner-Page 24.
• - 1948--Report of Public Examiner on Cities and Villages for 1949
• • Includes $9,918,289 surtaxes for soldiers bonus. f-O

~
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This committee was not able to make a comprehensive study
of all these taxes. As thorough a study as was permissible by time
and appropriation was given to principal phases of the following
subjects, which are treated in this report:

1. Ad Valorem Taxes
a. Real Property
b. Personal Property

2. Income Tax
3. Iron Ore Occupation and Royalty Taxes

a. Iron Range Resources and Rehabilitation Commission
4. Beverage Tax
5. Cigarette Tax
6. Aviation Gasoline and Flight Property Taxes
7. Trust funds as a source of money for governmental

expenses

Principles Observed
In general this committee has agreed upon the following

underlying principles which it considers basic with respect to the
study of taxes and tax systems:

The Committee is unanimously of the opinion tha:t the policy
of maintaining surpluses of accumulated tax receipts is undesir
able. The very existence of surplus encourages spending. It is
obvious that if the problem of raising necessary revenue had to
be first considered, the expenditures would be more carefully
analyzed.

Furthermore, the development of surplus unnecessarily de
prives the taxpayer of money that would, if spenOt on the taxpayel"s
own needs, stimulate private economic activity within the state. It
is not the purpose or the intent of this committee to invite or en
courage deficit spending, but rather to urge that tax rates be
adjusted as appropriations change.

The Committee fully agrees on the proposition that dedication of
revenue is an impediment to sound management of government
finances. The history of dedication indicates clearly that the fact
of dedication is not important when the proceeds. of a dedicated
tax are less than the expenditures required for the purpose of the
dedication. It is only when receipts substantially outdistance the
demonstrable need for expenditure that dedication becomes a seri
ous problem. At this point, the dedication is subject to all the
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criticisms that are applicable to the surplus, plus the objection that
tax receipts in one category lie useless while needs in another cate
gory force the imposition of other kinds of taxation.

Another important fundamental agreement by this committee
is that state taxation generally must be studied with full recogni
tion of the effect it has upon the competitive position of the state
among the several states. A federal tax can be levied by the Gov
ernment of the United States with uniformity throughout the
country, but the state tax must necessarily be levied only upon
the economic activity over which the state has taxing jurisdiction.

This Committee agrees that taxes are paid by people. Cor
porate and business taxes are passed on to the public in the price
of the final product or service.

Minnesota in its early years enjoyed a higher than national
average per capita income, which tapered off after the turn of the
century until by 1920 Minnesota was below the national average.
In recent years, we have moved ahead in per capita income by in
creasing industrial activity within the state. Industry in Minne
sota is at a disadvantage both as to climate and market accessibility.
Although Minnesota's death rate is below normal and its birth
rate is and has been for a long time up to or slightly above the
national average, it is quite significant that during the past decade
Minnesota's population increase was far below the national aver
age. The national population increased 14.3% between the years
1940 and 1950, while the population of the State of Minnesota in
creased only 6.3 %. This bad population record indicates that there
is a sizable migration of our young people to other states since
the war, mainly because opportunities for work appear to be
more available elsewhere. This trend can be substantially aggra
vated or reversed by state tax policy. The Committee therefore be
lieves that every effort must be made in developing future tax
policy to encourage economic growth and the:r:eby retain our young
workers. Political expediency will contribute nothing to a sen
sible long-term tax program. Therefore, to every extent it is
humanly possible, politics should be relegated to the background
in establishing this long-term tax policy.

Since 'the power to tax is the power to destroy', the com
mittee believes that taxation must be levied primarily and princi
pally for the purpose of supporting constitutional government
services, neither to favor one group at the expense of another nor
to transfer the economy from private to government ownership.

Since this committee started its work, world affairs have so
developed that the nation as a whole finds itself forced to under-
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take a tremendously expensive military program which will im
mediately increase federal taxes to an unprecedented level. Last
year the federal government took 700 million dollars out of the State
of Minnesota and what will happen under the drastic federal tax
increases now being proposed is a matter of conjecture. In the
face of this overwhelming fact, it is the unanimous opinion of this
committee that the 1951 legislature should undertake every possible
economy and should strive in every way possible to reduce the
government expenditures within its control. Certainly no new tax
es should be imposed at the state level.

The State should have enough control over its policies of finan
cial aid to local government, so that the legislative policy cannot be
distorted by decisions of the local units of government. The im
portance of this fundamental principle is emphasized by the fact
that in the fiscal year 1949-1950, the state paid aids to local
government in the total sum of $105,927,251.00. Of this total
sum, $78,725,045.00 is paid out of state revenue while $27,202,206.00
comes out of federal revenue sources. The significance of this aid
is further exemplified by the fact that if this money were to be
raised at the local level by a general property tax, it would mean
an increase on the average of more than 68 mills, in every taxing
district in the state.

This study was made during a period of rapidly changing con
ditions and while these conditions have a direct bearing upon
the immediate fiscal policy of this state, the underlying long-term
problems are not substantially changed. In making its recom
mendations, the committee has attempted to meet both the im
mediate and the long-term problem.

In submitting this report and in making its recommendations,
the Committee has been guided by these general principles, and
has sought to avoid political consideration to the greatest extent it
is humanly possible to so do.

Real Property Tax

Valuation is the major problem in the field of real and personal
property taxation. Since valuation for tax purposes must start
from fair market value there can be no such thing as an exactly
scientific formula for valuation. No matter how much is said about
it, the fact remains that market value is the price at which a will
ing buyer and willing seller will make a sale.

The 1947 Supervisor of Assessments Act passed by the Minna-
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sota legislature in that year is recognized as an attempt to over
come the problem of unequal valuations. Since the adoption of thi3
act, the 87 county supervisors and assessors have cooperated under
the direction of the state tax commissioner in an effort to achieve
uniformity throughout the State.

The following is a quote from the report made to this com
mittee by G. Howard Spaeth, Commissioner of Taxation:

"As Commissioner of Taxation I have urged upon
these county officers from the beginning of their service,
that their first duty is to effect an equalization of values
between taxpayers in the assessment districts of their
counties, and in the standards of assessment as between
the taxing districts. This objective and the means of ac
complishing it was explained to members of county boards
and county auditors at nine regional meetings conducted
by myself and my deputy before the county boards chose
the assessors and supervisors in the fall of 1947. At the
annual county schools of instruction for assessors, and at
three day schools for assessors held annually at the center
for continuation study on the University campus we have
continued to present methods by which equalization may
be accomplished. Every effort is being made to place in the
hands of local assessors the means to standardize valuation
methods to the end that the various classes of assessable
property may be equitably assessed throughout the state.

In evaluating the results of the work of the county
assessors and supervisors it is necessary to look behind the
tabulated summaries of figures which show substantial in
creases in the value of both real and personal property
since the installation of these officers in order to discover
the areas where values have been reduced, shifted or raised
to effect equalization. The fact that the total true and full
value of real estate increased by over $456,000,000 between
1946 and 1950 and that the true and full value of personal
property increased $265,000,000 between 1947 and 1950
is not as significant as the less obvious equalization which
has taken place. Notwithstanding the general increases in
value a detailed analysis of township and village values
discloses hundreds of instances where types of property
and individual valuations have been decreased as well as
increased to meet a general standard."
While the quality of assessment practices between districts

is getting some attention as a result of this 1947 Act, the individual
county supervisors are more presently concerned with the large
and pressing task of equalization within the district.

The big problem confronting the state legislature and which
this committee feels is most vital from the standpoint of the state,
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is the inequality of valuations between the districts, for it is this
particular inequity which causes the greatest amount of difficulty
in administering the state's aid program and in establishing and
developing fiscal policies at the state level. For years the State of
Minnesota has been giving aid to local school districts. That aid
was very substantially increased in 1947 with the adoption of the
school aid plan worked out by the Governor's commission and again
substantially increased by 1949 amendments to the 1947 law, which
increased the unit payments for a two-year period from July 1st,
1949 to July 1st, 1951. In this 4-year period these aids have in
creased approximately 25 million dollars. The equalization pro
vision of the school aid law provides:

"That for the biennium beginning July 1, 1949 only,
when the assessed valuation of all taxable property of a
district is less than $2300 for every resident pupil unit in
average daily attendance of the district, the state shall pay
equalization aid for each resident pupil in average daily
attendance in accordance with the following schedule" - - -
This schedule then contains 23 categories ranging from the

category of "$2200 to $2300" within which the equalization aid per
resident pupil unit is $2.00; on down to the category of "less than
$100.00", where the equalization aid for resident per pupil unit is
$72.00. For the year 1950, the State paid out as school aid to locali
ties, the total sum of $45,129,790.98. Of this total, $5,193,598.30 was
paid out as resident equalization aid and $4,696,848.94 was paid out
as combined non-resident basic and equalization aid. The total
amount of money paid out as equalization aid under this bill alone
was approximately $6,350,000.00.

There has been a disposition on the part of both educators
and lawmakers to be partial to the idea of greater emphasis on
equalization. One of the chief deterrents to implementing this em
phasis has arisen out of the lack of confidence in any formula for
measuring eligibility for such aid. In every instance this lack of
confidence goes right down to the fundamental question of property
valuation.

Within the last four years the legislature has moved further
into the field of aid to local governments.1 There is no indication
that this pressure for continuing larger state aids to local govern
ment will be relaxed. Hence, it becomes even more important for
the legislature to consider carefully what can be done to bring
about equalization of valuations for tax purposes among the
counties so that these items can be developed on an equitable basis.

1 1947 Acts for sharing cigarette and liquor taxes.
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The amount of the state mill levy is proportionately small.
When the state levy was below 3 mills, inequality of valuations of
property was not very vital. However, in the last two years that
figure has mounted up to slightly more than 8 mills. Although this
committee favors abolition of the state property levy, if it is con
tinued, the legislature must make a new effort to eradicate the
glaring inequality of local valuation practices. It is demonstrably
unfair for any taxing district to be able, by valuation practices, to
gain an advantage over other districts.

Eventually the work of the county supervisors and county
assessors will result in greater uniformity of valuation. The present
danger in Minnesota, however, is that this encouraging start is
under attack. Analysis of the basis of the criticism shows the
objections to be centered mainly around the fact that state aids
are increased when local assessors deliberately reduce values. If,
by legislative action the distribution of aids could be so arranged
as to avoid the present practice of depending upon locally con
trolled valuation figures, it is highly probable that these criticizms
of the county supervisors and assessors' law would nearly disappear.
This committee believes that effective steps can be taken at this
time to correct the situation.

01'HER STATES MEET SAME PROBLEM.

The Illinois full value assessment act of 1945 and the California
inter-county equalization law of 1949 both suggest the remedy
which this committee recommends.

In 1946, the League of California Cities adopted a resolution
calling for an amendment to the state constitution which would
place the responsibility for assessing all properties subject to the
ad valorem taxation in a state agency. This proposal aroused strong
opposition among county assessors and various business groups.
As a result of this demand, some progress occurred in the following
three years, so by 1949, California State Board of Equalization was
able to report there had been a definite improvement in assessment
procedures and the equalization of assessments, both intra-county
and inter-county. (See Annual Report of the California State Board
of Equalization, 1948-49, Page 6).

In January 1949, a bill was introduced in the California legis
lature proposing to add a new chapter to the Education code relat
ing to the equalization of county assessments on which the alloca
tions of state funds to school districts were based. The reasons for
such legislation were stated in the following terms:



!If""
!

20

"There is an inequality in the apportionment of school
funds based on the assessed valuation of property in each
school district which arises from the use of such basis
without a standard for determining the market value upon
which the assessed valuation is based. Assessment prac
tices vary widely from county to county, with the result
that some school districts receive unmerited aid depending
upon the county within which they are situated. Other
school districts are placed at a disadvantage due to the
assessment practices of the county within which they are
situated and are thus unable to be judged on the basis
equal to that of other school districts. There is, therefore,
a need for the determination of market value of taxable
property by one standard rather than by many in order
to insure that all school districts are treated equally in
determining the amount of allocation of state funds. There
is, furthermore, a need for allowing the raising of the max
imum tax rates for school district purposes in order to
enable the school districts to help themselves when the
assessed valuation of property within the school districts
is unfairly low as shown by comparison with the total
market value in the district with other districts."l
In the opinion of this Committee, the foregoing language of

the proposed California Act seems to be in many respects quite
pertinent and applicable to Minnesota's present condition.

In Illinois the legislature decided to have the Revenue Com
mission of the state determine, independently of the local assessors'
operations, the full fair cash value of all property by taking
samplings within each county. After this sampling is made, the
state commission determines just what ratio the assessors' figures
bear to the figures arrived at by the commission. The commission
then either raises or lowers the total valuation of the county under
consideration so as to be in conformity with the state's figures.

VALUATION BY TAX COMMISSIONER.

What this procedure will accomplish can be demonstrated by
an example. Suppose the local assessor's figures for 'IX" county
is $1,000,000.00. The tax department in making its independent
calculations of the total assessed valuation of "X" county, by
sampling, finds that the "X" county local assessor's full and true
figures are only 50 per cent of what the department finds the value
to be. The State Commissioner then moves 'IX" county's total
valuation up to $2,000,000.00. Then, in figuring state aids for all
purposes where the state is going to make a distribution of money,

1 Calif. Assembly Bill 2027, 1949 Session, Section 3.
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"X" county's valuation would be considered to be $2,000,000
rather than the $1,000,000.00 arrived at by the local assessor. It
will not always be true that the state's valuation would be an in
crease. In fact, some counties may be valuing too high. Thus, with
out forcing the local assessors to change valuations for local tax
purposes, the state will be able to provide a fair and honest basis
for paying equalization aids.

Without attempting to describe these plans in detail this Com
mittee strongly recommends that step,s be taken immediately to
develop a state valuation program which will provide a basis for
paying state aids.

The Committee has also studied suggestions for substituting
an "ability to pa.y" formula for allocating aid. Such a formula
would include retail sales, auto license receipts, etc. However, be
cause such figures can only be obtained on a county basis and in the
larger cities, it appears that the assessed valuation must continue
to be the measure for these payments.

This report, being a tax report, is not intended to present argu
ments for any fundamental changes in the state aid program. Our
primary ~oncern here is to point out how existing practices in
assessing districts distort legislative aid policies.

Shared taxes such as liquor and cigarettes and state aids for
welfare, education and highways are actually indirect taxes and
thus come under the jurisdiction of this survey. This is an impor
tant item in the state's financial problem as 42% of all state revenue
receipts were passed on to local units of government in 1950. The
total amount of aids to local government in Minnesota in 1949-50
was $105,927,251. In fact, Minnesota is one of the 8 or 9 states
which are unusually liberal with their own receipts in respect to
sharing them with local units of government.

RECOMMENDATION.

The recommendation this committee makes is that before pay
ing aids to any district, or county under the terms of any state aid
or assistance law, which is measured by assessed valuations of
property, the allocation authority shall use the valuation figures of
the State Tax Commissioner. The Tax Commissioner should be
given a field operating force of at least 25 people who would develop
state valuation figures. This field work would continue throughout
the year so adjustments could be made before the allocation of
aid is determined. At the same time these fieldmen would be of
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invaluable help in assisting local assessors to improve assessing
practices in the various counties. Again, we repeat that if it became
known there was no advantage to be gained in deliberate under or
over assessment, the practice would tend to cease. In a few years
Minnesota would then have a property tax system that would be
equitable. We can then be sure that state aids are going to the
districts which actually need assistance.

ABILITY TO PAY FORMULA.

In order to provoke some additional thought on this subject,
we have had studies of "ability to pay" formulas developed in the
form of tables, which appear in the appendix! of this report, to
gether with comments. These tables show the ability to pay of each
individual county as based upon present assessed valuations and
also ability to pay of each county based upon a formula which
includes personal· incomes,· retail sales, auto license receipts and
other factors.

USE OF AIDS ANALYSIS.

This committee requested the Department of Education to
make a survey showing where the High Schools of Minnesota ought
to be located with relation to the residence of the high school pupils
of the state. Pursuant to the request of the committee the State
Commissioner prepared and presented his survey which appears
in the appendix to this tax report.2 While the suggestions made
do not constitute completed or final plans for re-Iocating high
schools, the facts and suggestions do constitute a valid and com
pelling basis for serious re-study of the problem of state aid to
secondary schools. Surely, if the people of Minnesota finance a
continuously larger proportion of high school costs by state aid,
the least they can expect is that the legislature will try to get the
greatest return from the money spent. The survey reveals very

. many small high schools being operated at high cost or low efficiency.
Certainly, before the state legislature embarks upon a state aid
program for school building construction, steps ought to be taken
to insure that any money so spent will develop wisely planned
facilities instead of scattered, inadequate .education plants of which
we already have too many.

1 Appendix page 73.
"Appendix page 87.
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Personal Property Tax

The personal property tax has been one of the most bitterly
criticized taxes in the entire Minnesota system of taxation. The
average person has wrestled with the subject until in a spirit of
disgust he says, "Let's abolish this personal property tax." During
the past year, this kind of tax has accounted for a total sum of
nearly $40,000,000.00 of revenue, of which roughly 90% or more
goes to pay the cost of local government. Obviously, when the sug
gestion is made that this tax be abolished, it means that local gov
ernment 'in Minnesota would be compelled to locate a new source
of taxation from which $36,000,000.00 could be obtained. Just a
moment of reflection will serve to convince even the most unin
formed citizen that such a drastic move is hardly the answer to
the problem.

This committee has first sought to determine just why per
sonal property' tax is so generally condemned. To do this we have
studied the reports of business people which were obtained by
the Chambers of Commerce throughout the state. The
committee also gathered information from tax officials and heard
the complaints and oral testimony of many individuals and repre
sentatives of organizations.

It is evident that one of the reasons for the universal criticism
of this tax is that it is paid once each year and the taxpayers' atten
tion is therefore focused very strongly upon the tax at the time of
annual payment. This is likewise true of real estate tax.

Another reason is that, with particular reference to household
goods, this tax is unequally levied, not only as between counties,
but even within municipalities. When individuals compare the re
sults of the application of this household goods tax just within
their own neighborhoods, they find so much discrimination and
inequity that they become nearly violent in their criticisms.

Looking beyond the reactions of the taxpayers and into the
actual workings of the law, it is apparent to the committee that all
of the criticisms that can be levelled against the inequitable valua
tion practices, which have been treated above in this report apply
to this tax. It is also apparent that the use of the single assessment
date for taxing inventories is so thoroughly ridiculous that any
attempt to justify it is anticlimactic. It is reasonable to expect that
on at least one point most any law ought to have some strength,
of justice or principle. The taxation of inventory as personal prop
erty on a single date has none. Not only is this tax, as it applies to
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inventory, unreasonable, inequitable, unfair, unjust, impossible
of sound administration, unscientific and unrealistic; but it causes
a severe disruption of normal business activity all over the state
in every field of economic endeavor during the month of April.

It is apparent that the treatment of inventories of merchandise,
raw materials, produce and other goods intended for resale, either
with or without fabrication, is basically and fundamentally dif
ferent from the taxation of personal property such as machines,
manufacturing equipment and other business equipment. The dif
ference lies in the fact that the machinery and equipment will
obv~ously be kept by the owner for a period of years, while the
inventory of goods will be turned over in the course of business once
or many times a year. As to machinery and equipment, it is im
material whether the assessment is made on May 1st or any other
single day of the year. As to the inventory, it makes a great deal
of difference.

CHIEF PROBLEMS.

This committee therefore feels that the chief points of weak
ness of the whole personal property tax are:

1. Taxation of household goods.
2. Taxation of inventories of raw materials, finished

goods and goods in process.
3. Valuation of personal property.
4. Collection of delinquent personal property taxes.
Before proposing solutions for these four problems, the com

mittee does recommend that the classification rate of 40% of full
and true for machinery used for production in factories and
other businesses is high and should be reduced to encourage indus
trial activity within our state.

HOUSEHOLD GOODS.

The committee recommends that the personal property tax
on household goods be abolished. Out of a total of nearly $40,000,
000.00, this classification alone accounts for only $2,000,000.00.
Assessors, auditors, treasurers and other officials of the counties
are in practically unanimous agreement that the taxation of house
hold goods and furniture costs more in time, effort, money and ad
ministrative procedure than the tax itself produces. This is taking
into consideration the equalization work of the counties and
the State Tax Commissioner; and the State Commissioner also

I
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considers the household goods tax one that can and should be
abolished.

This committee realizes that in 1934 the voters of Minnesota
voted to abolish this tax on household goods, that the legislature
in 1935 did abolish it, and that in 1936 the legislature re-imposed
the tax. It is obvious now that the reason for this strange reversal
of public demand lay in the fact that the real estate levy, generally,
rose in 1935 and 1936 to take care of depression needs of govern
ment. At the same time the net effect of removing the tax on both
household goods and farm machinery, resulted in a reallocation of
tax burden which aggravated the real estate tax load so as to cause
a public reaction in rural areas. The committee is satisfied that
at this time the tax on household goods could be abolished without
having a repetition of the occurrences of 15 years ago.

INVENTORIES.

It is the unanimous opinion of this committee that the personal
property tax on inventories of goods, finished and unfinished, and
raw materials in the hands of manufacturers, wholesalers and re
tailers is an unsound and improper tax. Some people have suggested
a change in the date of assessment from May 1st to some other
day or to an average monthly inventory. While the legislature may
wish to explore the possibilities of such a move, we feel that it is
not the answer to the problem. Michigan did amend its laws last
year (1949) to permit the taxpayer to have a choice of either his
inventory as of January 1st or an average monthly inventory. In
quiries made of Michigan officials indicate that less than 1% of
the affected taxpayers in that state made use of the average monthly
inventory. It seems quite elementary that if the taxpayers are
given a choice on reporting inventories that they will obviously take
the method which promises the greatest relief from taxation. If
they are not given a choice, but forced to use an average monthly
inventory, this committee does not believe such a measure can be
passed through the legislature.

This committee recommends the following method for dealing
with the personal property tax on inventories. We recommend that
a new classification be set up for inventories, separate and apart
from the classification of machinery and equipment. We further
recommend that this classification be assigned a rate of 30 % for
determining assessed valuation, instead of the present 40%, and
that each two years the rate be lowered 5% until the tax on inven
tories is down to zero. The total amount of personal property tax
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proceeds from inventories last year is about $17,000,000.00. Of this
about one-half or $8,500,000.00 went into the funds of local school
districts. To make up for the loss of revenue to municipalities, we
recommend the broadening of municipal tax power. To make up for
the loss of revenue to school districts, we recommend that the school
districts be reimbursed out of. the income tax school fund as was
done at the time of the suspension of the money and credits tax.

SUGGESTED "IN LIEU" TAX.

The Committee makes the following suggestion of a method
for levying a tax in lieu of personal property tax on inventories.
This alternative can be considered for replacing loss of revenue
which will occur progressively under the recommendations above set
forth; or it can be considered as a possible substitute for the tax
in toto, so as to speed up the process of eliminating personal prop
erty tax on inventories. At present the statutes provide for the
payment of a bushel tax on grain in lieu of personal property tax.
This applies only to commercial grain dealers. This tax provides
for one mill per bushel on every bushel handled during the year.
Instead of using a specific percentage of value or a definite millage
per unit, a formula for payment could be devised that would take
into consideration the value of the goods, percentage of profit,
number of times of turnover of inventory during the year,ratio
of cost to gross income, ratio of labor costs to total cost, percentage
of total sales within the state, and if necessary, other factors. From
this formula a percentage figure would be developed for each kind
of business, and that percentage would apply to the total annual
inventory used in the income tax report of the business. This tax
\Would be neither a tax on valuation alone, as. is the present ad
valorem personal property tax, nor would it be a turnover or sales
tax based upon receipts. This method would be something in be
tween these two, designed to produce revenue out of business oper
ations in a way that would be geared to the nature of the particular
business. It would, theoretically, avoid the inequities of both the ad
valorem tax and the sales tax, while still requiring business to pay
a tax based upon the property it handles in the course of its busi
ness operations.

VALUATIONS.,

As to valuations of personalty for tax purposes, the subject of
equalization of valuations is covered in a preceding section of this
report. By following the recommendations of the committee in that
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section, the valuation problem of personal property taxes would be
well met.

ADMINISTRATION AND COLLECTION.

There remains the problem of collecting taxes once they are
levied upon the predetermined assessments. This collection problem
varies throughout the state, but appears to be least troublesome in
those counties where the least effort is made to collect household
goods taxes. It is obvious that if household goods were eliminated
as a subject of personal property taxation, the delinquency and
collection problem would be minimized. In those municipalities
where licenses are withheld pending payment of all taxes, including
personal property taxes, the problem is partially eliminated. How
ever, as long as taxes are levied, they will inevitably become de
linquent in a small percentage of cases. All inquiry directed to this
problem indicates that reducing these to judgment and then col
lecting them through the county law enforcement agencies is most
distasteful to local officials. We recommend that the statutes be
amended to compel the county officers to collect delinquent taxes
on personal property or else provide by statute for periodic sale of
tax judgments at public sale to highest bidders and leave the final
collection to private persons, thereby eliminating the political
obstacles to collection by public officers. Furthermore, the sale of
tax judgments to private persons becomes far less objectionable
politically when it is remembered that by abolishing the tax on
household goods, these judgments will be almost exclusively judg
ments against businesses.

Incom'e Tax
As indicated in the tables on Page 11, the income tax in

Minnesota produces about 28% of the total state revenue. Ours is
one of the six highest state income taxes in the country. While
Minnesota and 7 other states rely upon this form of taxation for
the largest part of their state revenue, 24 other states use the
general sales or gross receipts taxes. It is interesting to note that
both the state income taxes and the sales sales taxes were depression
born developments throughout most of the nation.

The federal law for taxing net incomes followed the adoption
of the 16th Amendment. The proponents of this form of taxation
used as their most forceful argument the theory that the payment
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of taxes ought properly be based upon the ability to pay. Since the
net income of persons was the best measure of their wealth, or
potential wealth, it seemed to follow without any doubt whatsoever
that the net income would logically indicate in the fairest manner
the taxpayers' ability to pay. We see today that income tax produces
by far the greatest portion of the revenue required by the federal
government. As everyone knows, the statements made in the
congressional debates preceding the adoption of the first federal
income tax statute indicated that the people expected the
rates never to exceed 3 per cent. The revenue requirements of
World War I soon blasted that idea. As a matter of fact, most
people considered the income tax to be nothing more than a tax
upon rich men. That notion still seems to prevail, in spite of the
fact that every workingman's pay check has a substantial deduction
made before the worker gets it.

HISTORY OF INCOME TAX.

During the decade of the 20's the states had no apparent diffi
culty in meeting all their revenue requirements out of ordinary
selected excise, franchise and privilege taxes. The demands upon
state revenues were meager, since the greatest amount of govern
ment service to people occurred at the local level. Local governments
therefore had the greatest taxing power, which consisted of taxa
tion of real and pel'sonal property, plus license and franchise taxes.

Following the collapse of 1929, the whole complexion of govern
ment and the public demand for government services changed.
While previously the idea of public assistance to individuals had
been considered a sort of tax-paid charity, the great pall of unem
ployment resulting from the economic collapse forced officials at
all levels of government to accept the idea that government, through
the use of its tax powers must take up the burden private
economy had apparently failed to carry. -People generally refused
to accept the argument that government had no right or power to
provide a living for those who could not find the means to carry
on when jobs disappeared. The finances needed to underwrite a
living for unemployed persons simply were not available at the
local levels of government. The early depression years saw cities
and counties struggling with mounting expenses of public welfare
operations that could not be paid out of general property taxes,
because the increased tax load on property had reached the point
of diminishing returns. Delinquencies grew higher and higher and
the local governments turned to the state legislatures. Since it
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was a national debacle, Congress moved into the scene with federal
allotments for made work and federal aid for helping states finance
welfare activities. The states in turn tried for a few years to
borrow enough money to finance their obligations to allot aid to
localities.

A REPLACEMENT TAX.

By 1932 and 1933, the states began to look for new forms of
revenue. Some states followed the route of income taxes and some
turned to sales taxes. A few adopted both taxes on a modified scale.
The Minnesota income tax was the direct outgrowth of an attempt
to aid the local governments in financing their education costs. In
fact, both the amendment to the constituion of the state and the
income tax statutes adopted pursuant to the amendment were
openly advertised and advocated as a means of replacing the tax
load on real estate. Everyone referred to the tax on net income as
a "replacement tax." Interestingly enough the state tax was also
considered to be one that would always be levied at low rates and
never on low incomes. The revenue collected in this way was allo
cated to the localities through their school districts. The law
provided that the allotments must "first be applied to the retirement
of outstanding bonds" before any money could be used for current

" , maintenance costs. In this way it was thought the localities would
be able to reduce their property levies-therefore the tax would
automatically be a replacement tax.

In the early 1930's the State of Minnesota also adopted an
ambitious plan for granting state aid to school districts to (1)
encourage the expansion of high school facilities throughout the
state and, (2) to equalize educational opportunities by giving finan
cial aid to low valuation districts. By 1936, the demonstrable need
for continually increasing these aids began to weigh heavily upon
the general revenue fund of the state. The equalization aids were
being paid only at 60% of what the statutory formula defined.
Since the areas receiving equalization aids were few in number, the
legislatures cut their aids below par to be able to pay in full those
aids whichwent to all districts. After the statutory amount per pupil
had been paid out to each district as income tax aid, the balance
remaining in the income tax school fund each year was used to
pay the other statutory aids. Even so, the income tax school fund
did not meet the total appropriations, so that year after year more
and more money had to be paid out of the general revenue fund to
meet the budgets.

The Legislature of 1937 drastically increased the income tax by
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changing the method of calculating the tax so as to give a tax credit
instead of granting personal and dependency allowances as deduc
tions from income. At the time this was done it was done TO
RELIEVE THE GENERAL REVENUE FUND! All this time
the law had provided that the receipts from the tax had to be
placed in the "Income Tax School Fund" after deducting refunds
and costs of administration, but the fund never had enough money
to meet the appropriations for school aids. All this time the appro
priations had been supplemented from the General Revenue Fund.

SURPLUS OF FUND.

Between the year 1941 and the present time the Income Tax
School Fund has steadily developed a surplus. After 1941, the
receipts reached the point where there was enough money in the
fund to pay all aids without any supplementing sums from General
Revenue. The annual receipts shot up from $13,000,000 in 1939 to
$44,000,000 in 1947 without raising the rates at all. In fact, during
that time the credit for dependents had been raised from $5.00 to
$10.00, which constituted a reduction for many taxpayers. By 1949,
the surplus, unused money in the Income Tax School Fund had
reached $50,000,000.00. During the biennium which will end July
1, 1951, the state will have paid out of the fund as aids to schools,
approximately $85,000,000.00, and as a supplement to the general
revenue fund the sum of $6,000,000.00, or a total of $91,000,000.00
in disbursements. During the same biennium there will have been
paid into the fund approximately $92,000,000.00 in income tax
I1eceipts, so that the balance as surplus will still be $50,000,000.00.
The $6,000,000.00 mentioned above as a supplement to the general
revenue fund, was voted by the 1949 legislature over the opposition
of the school people who are represented by the teachers' organiza
tions, the PTA and the school boards of the state. This act of the
legislature was referred to as a violation of the rights of the school
children and by some of the more bombastic political groups and
candidates as "robbing the chidren." Actually, no one was deprived
of any rights or robbed of anything. As it turned out, the $6,000,
000.00 was not needed because the 1949 legislature had appropri
ated more money than the administration was able to spend in the
biennium, and the school fund, which is always spoken of as a sum
set aside for a "rainy day", remained intact at its robust figure of
$50,000,000.00. The $6,000,000 was, however, transferred to the
general revenue fund, which will have a surplus balance of approxi-'
mately $14,000,000.001 for the 1949-1951 biennium.

1 Estimate of dept of administration .s of Aug. 31, 1960.
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DEDICATION OF FUND.

Minnesota is the only state in the union which dedicates to a
specific purpose its largest single source of revenue. By statute,
which the legislature can change at any time the majority chooses
to so do, the proceeds of the net income tax on both personal and
corporate incomes is dedicated to be used only as aid for the schools
of the state. By this is meant the primary and secondary schools.
The. definition is quite narrow, since it does not even permit use of
the money for teachers colleges or the University. The trust funds
as pointed out in another part of this report, are set up in two parts,
one fund for the schools and one fund for the University. As this
committee has previously pointed out, the principle of dedicating
tax receipts is no problem until the receipts outrun the appropria
tions for the purpose for which the tax is dedicated.

The income tax policies of Minnesota provide fertile ground for
tax study and serious review. Following the general propositions
set forth at the beginning of this report, the existence of a huge
surplus is a constant invitation to free and easy spending. Further
more, it is palpably unfair to the people of the state who pay these
taxes to take money from them that is not acually needed for
government operations. It borders on the fantastic for the people
of the state to so tie the hands of their legislators that the largest
single source of revenue is dedicated and that about 80 % of all
state revenue is dedicated. The use of these locked compartment
procedures in handling public funds forecloses the adoption of flexi
ble policies of fiscal management needed to fit the changing require
ments of the people and the varying proportions of receipts from
the several types of taxes employed for state financing. In the
1920's the idea of trust funds as a mechanism to absorb the shock
of constantly varying volumes of tax receipts became quite popular.
That theory went by the boards and completely lost its appeal when
the vast depression proved such a device too rigid for any practical
value. Special group interest obviously dictated the swing to dedi
cations of revenue receipts. Dedications were looked upon by inter
ested popular groups as a fool-proof method of insuring that the
legislators woud not be able to siphon tax receipts into channels
which would not directly benefit the groups who had promoted the
tax for the particular activity they favored.

The obvious fallacy in this theory is that too many interests
finally pyramid into an agglomeration that is inimical to the over
all best interests of all taxpayers. Or, stated as it applies to the
individual, he suddenly realizes that splitting himself into a parent,
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a sportsman, a conservationist and an auto driver eventually shaves
him too thin as a total citizen; and his diluted individual strength
and meaning as a group member or member of several groups puts
him in the amazing position of opposing his own total best interests
as a citizen and taxpayer. In the long run, the multiplicity of dedi
cations must fall of its own weight in a democracy.

Applying the principles stated at the outset, this committee is
firmly convinced and in complete agreement that when the dedicated
fund develops a surplus the dedication must be abolished, or the
rate of taxation must be reduced until the surplus is used.

Iron O're Tax

The taxation of Minnesota's iron ore resources constitutes a
most vivid segment in Minnesota's legislative history. It has de
monstrated enduring qualities as a perennial political issue. It can
not be denied that this highly spirited political approach to the sub
ject has played a great part in developing our present tax policy.

The most recent comprehensive study of the subject made by
any legislative commission was the report of the Minnesota Interim
Commission on Iron Ore Taxation submitted to the legislature of
1941. That report is a very reliable guidepost. We are here bring
ing its conclusions up-to-date and projecting a policy which we
believe harmonizes with the factual developments of the intervening
years.

The State of Minnesota imposes not only the ad valorem tax
on iron ore unmined, but also severance taxes known as the Occupa
tion and Royalty Tax. Minnesota is the only state in the union,
with one or two possible exceptions, which levies both an ad val
orem and a severance tax on minerals. For more detailed compari
son of Minnesota's ore taxes with other states see the Legislative
Research Committee's Report on "Iron Mining Taxation."

Iron ore taxation is not easily understood by the average citi
zen. One of the members of this committee was asked why it is
"that Minnesota does not levy any taxes on iron are." Indeed, when
the confusion has reached such a degree that ordinary citizens of
Minnesota think there is no tax on iron ore, the chances for
calm, unbiased treatment of the subject by the legislature seem
very dim. The total of all ad valorem and severance taxes on iron
are during the last year was $31,452,161. (See table on p. 45)

In br:ef, the history of iron mining taxation begins with an
act passed in 1881 during an extra session of the legislature, which



33

by its terms was intended to "encourage mining in this state by
providing a uniform rule for the taxing of mining property and
products." This statute placed a tax of 1c on each ton of iron ore
mined. In 1898, the Supreme Court declared the law invalid be
cause it conflicted with Article 9, S. 1, of the Constitution requir
ing property to be taxed according to its true value in money. In
1897, the tonnage tax was repealed and since then iron ore, both
mined and unmined, has been assessed and taxed on the basis of its
value.

AD VALOREM TAX.

The ad valorem tax on iron ore deposits in the ground is
levied in the same way as real estate taxes are levied generally
throughout the state. The valuation of ore-bearing property has
been and still is a source of political argument. After a series of
battles in the legislature and the courts, the so-called Hoskold For
mula is now accepted by both the state and the owners or lessees,
as the best available basis for valuing ore deposits. Once valuation
is arrived at by the State Tax Commissioner, the matter of levy
ing and collecting taxes is performed by the local government for
local purposes, and the state levy added as on all other real estate.
In classifying property for determining assessed value after full
and true value has been established, iron or property stands in a
class separate and apart from other real property. It is assessed at
50910 of full and true, while non-homestead real estate is assessed
at 40% of full and true value. These ad valorem taxes like the
regular real estate taxes throughout the state, are levied principal
ly for the financial support of municipalities and school districts.
Iron ore, after it is mined and stockpiled, is taxed as personal pro
perty with certain statutory exemptions for some ore mined under
ground.

SEVERANCE TAXES.

The occupation tax and the royalty tax, so-called severance taxes,
are different from and in addition to the ad valorem taxes. The pro
ceeds of occupation and royalty taxes go to the state and are
not levied by or for the benefit of local government. These sever
ance taxes when collected are deposited in the general revenue fund
and the trust funds, 40 % of the occupation tax to the common
school trust fund, 10% to the permanent University trust fund,
and the remaining 50%, together with 100% of royalty taxes to the
general revenue fund; One per cent was added to the 11% rate of



34

these taxes in 1949 for the veterans' bonus. Of the portion of oc
cupation tax which goes into the general revenue fund, 10% is ear
marked for the u:;;e of the Iron Range Resources and Rehabilita
tion Commission. Later in this report we will deal with that com
mission.

LAKE ERIE PRICE.

It is pertinent at this point that the manner of calculating
the occupation tax be reviewed. This subject is covered in the 1941
Interim Committee Report, but it bears repetition here since every
legislator who wishes to deal intelligently with the subject should
understand the manner in which this tax is computed.

The base from which the whole collection procedure starts
is the so-called "Lake Erie Price." Standard Lake Erie selling
values for iron ore as quoted in trade journals and ore sales con
tracts, are per gross ton of 2,240 pounds delivered at rail of
vessel at Lower Lake ports, and are based upon classifications and
guaranteed base analyses requiring natural iron content of 51.5%.
Ores having a 51.5 % natural. iron content are called "base ores"
in the pricing system. Since the establishment of iron ore prices
occurs in a specialized market, there has grown up through the
years the practice of establishing a "Lake Erie Base Price." Early
each year, usually before the opening of navigation on the Great
Lakes, a sale of iron ore is made which constitutes the base price
for that year. Whether or not the actual price quoted in this
initial contract at the beginning of the year involves or carries any
discount from that price, is information possessed only by the mak
ers of the contract. Irrespective of how this price is arrived at, no
evidence has ever been advanced to show that ore has been sold
above the Lake Erie price during the year to which that price
applies. As a matter of fact, a substantial portion of the ore sales
made during the year to which the price applies are made at prices
lower than the Lake Erie base price. Therefore, using the Lake
Erie price each year for the occupational tax results in a higher
valuation for tax purposes than would be the case if the actual
selling price were used.

Critics of this system have said that the "Lake Erie price is not
fair," that "it is a pegged price," that "it is a device created by and
used for the benefit of the steel manufacturers" and many other
similar charges. The federal government made an extensive in
vestigation of the Lake Erie price as late as 1942 when OPA had
hearings. Every comparison and analytical device that could be
thought of have been applied to this subject and to date no one
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has been able to prove that the so-called Lake Erie price is not
a fair market price arrived at by the ordinary workings of com
petitive economic elements within the trade. By applying to a
plotted curve of the Lake Erie price a comparative study of the
rise and fall of other commodity prices, it appears that this price
has followed almost identically the rise and fall of general commo
dity prices. This committee is compelled to state that no evidence
has been disclosed to it upon which any criticism of the use of
the Lake Erie price for computing taxes can be based. The State
Tax Commissioner has informed this committee that he has no
evidence which would cast doubt upon the validity of the Lake Erie
price.

Minnesota courts in State vs. Oliver Iron Mining Company, 198
Minn. 385, referred to above, clearly indicated that the effect of
the use of the highest Lake Erie price at which the evidence shows
any Mesabi ore was sold, is to give the state the highest possible pro
fit spread under the Hoskold formula and therefore the maximum
valuation ll1sofar as selling price determines it.

It appears that if any critic of the use of the Lake Erie
price has a better method for determining the value of iron for
occupational tax purposes that it would be willingly explored by all
parties concerned.

HOW OCCUPATION TAX IS ASSESSED.

To determine, then, the actual value of the ton of ore to
which shall be applied the rate of occupation tax as established by
statute, the Department of Taxation first takes the Lake Erie price
and goes backward to the mouth of the mine, deducting costs until
it arrives at a net figure. So far as the occupation tax liability of
any producing company for a given year is concerned, the tax
commissioner first takes the total tons mined by that company
during the year. From this total tonnage is deducted the loss of
tonnage which occurs in beneficiation. The difference is the net
tonnage which is multiplied by the Lake Erie price for .that year.
The product of these two factors is the value of the iron ore which
is to be taxed. From this value is then deducted the following costs;

1. Cost of stockpiling and loading.
2. Cost of beneficiation.
3. Transportation costs:

.a. Transportation from mine to dock.
b. Lake transportation.
c. Dockage fees and the cost of loading the boat.
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4. Marketing Expense.
(This is established at a uniform rate of 5c per ton.)

5. Miscellaneous Items.
a. Marine insurance.
b. Cargo analyses.

After these five items of cost are deducted there remains a
subtotal. From this subtotal the following statutory allowances
are deducted:

1. Cost of Development.
(On a capitalized per ton basis.)

2. The Cost of Mining.
(Includes labor and supplies.)

3. Administrative Costs.
(Includes Mine or District office and central office in
Minnesota. )

4. Depreciation of Plant and Equipment.
5. Miscellaneous.

a. Engineering.
a. Laboratory and other items.

6. Royalty Paid.
(This is deducted if the mining company is a lessee.
No deduction if the mining company is the owner.)

7. Ad Valorem Tax.
(Only that part of the ad valorem tax assignable to
the tonnage mined in the current year because most
mining leases require payment of ad valorem tax by
operating company.)

The foregoing costs having been deducted, the balance then
remaining is the amount to which the current rate of 11 % is ap
plied. An additional 1% is then applied, the proceeds of which go
directly into the bonus fund.

In 1941, the legislature allowed a labor credit as a tax cre
dit. This credit was intended to stimulate the exploitation of low
grade ore deposits which require unusually large outlays for labor
expense. In those cases where the labor credit applies, the tax at
11 % which we just described above is reduced by crediting against
it a specific amount not in excess of 75 % of the tax. This ad
ditional labor credit is allowed for the cost of labor in:

(a) Mining; (b) Development and (c) Beneficiation.
Following is a summary of the labor credit law as originally

enacted and subsequently amended:
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Reference

Ch. 544; Sec. 3-2373-2
298.02

Ch. 445 298.02

Year Labor Credit Provision

"An amount equal to 10% of
that part of the cost of labor.
except administrative labor . . .
in excess of 20 cents per ton . . .
(Limited to 2/3 of gross tax).
"... 10% of that part of cost of
labor in excess of 30 cents per
ton . . . and not in excess of 40
cents per ton; and 15% ... that
part of cost of labor in excess of
40 cents per ton. (Limited to
75% of gross tax.)

Ch. 541, H. F. 1569 "... 10% of that part of cost of
298.02 labor in excess of 40 cents per

ton and not in excess of 50 cents
per ton; and 15% of that part
. . . in excess of 50 cents per
ton. (Limited to 75 % of gross
tax).

Ch. 639 H. F. 30 298.02 "... 10% ... labor in excess
of 50 cents per ton, and not in
excess of 65 cents per ton; and
15% . . . labor in excess of 65
cents per ton. (Limited to 75 %
of gross tax for underground
and taconite operations, and
60 % for all other operations).

As to the payment of 1% for the soldiers' bonus, this is a
special tax to which the labor credit does not apply.

In considering these taxes it must be remembered that the ad
valorem tax is a tax on the value of the iron ore remaining in the
ground each year, while the occupation tax is a tax on the occupa
tion of removing ore, measured by the value of the ore mined. The
operating companies do not pay an income tax since occupation
tax takes the place of income tax.

1941

1945

1947

1949

ROYALTY TAX.
The royalty tax on iron ore is a levy based upon the value of the

ore at the time it is removed from the ground and is theoretically
a tax upon the ownership of the mineral itself. Practice has devel
oped over the years whereby the operating company, which does
the actual mining, pays the tax as one of the provisions of its lease
arrangement with the owner. The rate of this tax is the same rate
as that of the occupation tax. If an owner receives $10,000 in royal
ty he pays his tax of 11% of that royalty, plus 1% for veterans'
bonus. This is not in lieu of income tax since the recipient of the
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royalty must still pay a tax on all of his income, of which his
royalty receipts may be a substantial or incidental portion. Further
more, the proceeds from the royalty tax do not go into the trust
funds but are deposited 100% in the General Revenue Fund.

LOOKING AT 1941 REPORT TODAY.
When the 1941 report was made to the legislature in that year,

the Minnesota Interim Commission on Iron Ore Taxation made a
number of recommendations and conclusions. Some of those con
clusions dealt with the ad valerom tax and others with the sev:erance
taxes.

We agree substantially with the study made 10 years ago in
its general conclusion that" the mining industry, because it involves
the development of a rich natural resource, justifiably sustains a
relatively high tax burden." This committee belieV'es, however, that
developments in the 10 intervening years clearly indicate very little
time remains during which that approach can be the guiding prin
ciple in developing an over-all policy for iron Ol'e taxation.

The observation of 10 years ago to the effect that "the study
of ad valorem, occupation and royalty taxes as applied to the mining
industry reveals no other industry in the state taxed on a compar
able basis," is still valid today. The occupation tax is in lieu of
income tax; but the manner in which it is applied is similar to a
tax on net income. The chief differences are that after the net
value of the ore is determined, the rate applied is 11 % instead of
6%, and there. is no allowance for federal income taxes paid.

COMPETITIVE SOURCES.
Ten years ago'tlte committee stated that Minnesota does not

have a monopoly on iron ore 'since there are other fields from which
ore is being produced. Competition of natural ore bodies today is
a far more imminent factor than it was 10 years ago. For a com
plete factual report on these competitive ore bodies, we refer to
the report of the Legislative Research Committee released
during the year 1950. The compilation of source material and
factual data made by the Research Committee, is perhaps the most
comprehensive and complete report on the subject extant today.
This committee believes that the effects of competitive ore deposits
in other parts of the United States and outside of this country will
occur much more rapidly than the committee of 1941 was able to
anticipate. Heavy depletion of Minnesota deposits between the
years of 1941 and 1945, guarantee that these competitive deposits
will now be developed. An additional reason is the enormously large
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peacetime out-put of the American steel industry. The tremendous
requirements for military defense in the immediate future added to
these peacetime needs, have pressured the steel industry as a whole
to announce its intended increase in total production capacity of
now nearly 100 million tons per year by at least 20 per cent.

INCREASED DEMAND FOR ORE.

Ten years ago the interim commission voiced the opinion that
the definite "ceiling of blast furnace capacity in steel production
imposed a limitation upon the production of Minnesota's iron ore."
They also said that scrap iron was definitely a competitor with iron
ore in the production of steel. We feel at this time that national
steel production in the neighborhood of 100 million tons annually
and plant expansion rapidly moving to a total of 120 million tons
annually has altered this picture greatly. This huge annual steel
capacity has proportionately reduced the importance of scrap iron
as a competitor to Minnesota ore and also removed what might
have been a limitation to ore production. In fact, the vast removal
of tonnages during World War II from Minnesota's reserves, plus
present demand, place the emphasis upon the obvious short expect
ancy for continued mining of high grade shipping ores in Minnesota.

All of the evidence and factual data which is avaiable to anyone
who wishes to study it, overwhelmingly indicates that continuance
of the present rates of depletion of Minnesota's high grade ore
reserves, even with materially increased proportionate use of com.
petitive deposits outside of Minnesota, will approximate total deple
tion of our reserves within 20 years. The shipments during the
1940's and in the year 1950 will doubtless have to be maintained
during the next five years. All reasonable estimates of progress
in the exploitation of foreign deposits such as Venezuela and Labra
dor indicate that no substantially large tonnage can be expected
from those foreign sources until the end of this five year period.
So the speculation of how long Minnesota's high grade shipping
ores will continue is no mystery.
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The Mining Division of the tax department estimates that the
total tonnage of taxable ore in the ground as of May 1, 1950 was as
follows:

Type of Ore Estimated Tonnage
Open pit-direct ore 503,041,200 tons
Open pit-concentrate 128,240,200 tons
Underground-direct ore 296,027,600 tons
Underground-concentrate 40,975,500 tons
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CHART II

TONS OF IRON ORE PER TON OF STEEL* 1939-1948
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This committee believes that the conclusion of the 1941 report,
to the effect that "the goal or objective of a wise taxation policy
should be the preservation or strengthening of the economic struc
ture, while at the same time raising revenue without undue
encroachment upon potential revenues of the future," is a very
sound principle upon which to proceed. However, in analyzing
this conclusion, we must make sure that the people and government
officials of Minnesota acquaint themselves with the fact that the
"potential revenues of the future" will not be and cannot be the
same revenues we now have been receiving from the taxation of
unusually rich iron ore. It must become more clearly accepted and
recognized that the "potential revenue of the future" when we
look beyond the next five years, will have to be the ordinary revenues
paid by industrial activity in the range areas which can be greatly
increased by the processing of taconite.

Taconite processing will be a completely different occupation
from mining. Taconite is not iron ore, it is an iron-bearing rock.
It will, in fact, be a quarrying and manufacturing process. We
doubt whether an occupation tax on mining is strictly applicable
to this new process..This committee is unamiously of the opinion
that this process should be taxed on no different basis from any
other manufacturing business.

Taconite is the key to the Range future. Taconite processing
can provide more plant investment, more industrial activity, and
more employment for Northern Minnesota than our iron ore
producing areas have ever seen.

FAIR TAXATION.

Ten years ago the interim committee concluded that "unless
steps are taken toward fair taxation . . . before the high grade
shipping ores are gone, there is every reason to believe that our
low grade deposits will remain largely undeveloped until the
competitive fields in other places have been exhausted." This is
one of the most portenous conclusions which that committee placed
into its report. In attempting to capture the full import of these
words from where we now stand in 1950, the tax policy makers
of our state must clearly and carefully evaluate the individual
elements which comprise the whole Minnesota mining industry.

It is obvious that we have communities, municipalities, rail
roads, power lines, power plants, huge ore docks and a low cost
water shipping route from our state to the principal steel producing
sections of the country. It is quite elementary that not one of the
owners of huge mining investment while it can be made to pay,
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would willingly abandon such assets to establish new business
elsewhere. In addition to these things we have the great advantage
of the technical skill-the mining know-how-of large numbers
of peope who operate this gigantic industry. In all the preparations
to exploit foreign ore deposits, it is significant that technical skill
from Minnesota has consistently been called upon.

Because of the very things we have enumerated here, together
with the fact that military strategy requires a domestic source of
supply, those who think only of the expediency of the moment are
inclined to say "Lets increase the tax while we still have time."
This committee believes that such a conclusion would be indeed
short-sighted and ill-advised. Now, more than ever before, it
becomes necessary, in order to insure development of Minnesota's
future mineral potential, that we adopt a tax policy which will
stimulate and encourage the exploitation of low-grade ores 'Upon
which this future must be built while at the same time we extend
the production of high grade ores as far as possible into the future.

We believe that America's great increase in capacity for both
production and consumption of steel since 1940, coupled with an out
look for greater continuing defense needs and imminent possibility
of another world war, compel the realization that we cannot for long
oc"cupy the position of competitive pre-eminence which makes
present ore tax policies possible. On the other hand, our existing
facilities, skilled manpower and managerial genius in this field
make it far more probable that iron extraction from taconite has
a better potential for succeding here than in almost any other place.
There is one big "IF"-that is, the question of whether or not we, as
a state will recognize that we cannot tax this industry as we have
hereofore taxed the occupation of mining high grade direct shipping
iron ores-if we can recognize that iron ore taxes as a substantial
portion of the state revenue will eventually come to an end.

The speed and degree to which users of iron ore will look to
sources other than the State of Minnesota, will in a large degree be
determined by what this state does politically to recognize the
inevitable end results of the operation of economic law.

TACONITE DEVELOPMENT.
The whole underlying force which will determine whether or

not vast investments are made in taconite is economic and not
technical. The technical pl'oblems have already been sufficiently
answered to make large commercial operation possible. The econo
mic problems have not been answered. The economic problems will
not be answered by making appropriations of public funds for
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I
_ technical research; but they very likely can be partially answered

I _ by stabilizing our tax policy sufficiently to make it possible for
,- : _ operating companies to have a stable basis for figuring possible
I return on investment with a reasonable degree of accuracy.
i This committee was reliably informed that cost factors in
, crushing and processing taconite _to produce a shipping concentrate,

have now been brought down to the point where they are com
petitive with underground mining of direct shipping ores.

It is the opinion of this committee that the high initial invest
ment required for taconite processing ought to be forthcoming from
those who have profited on the mining of high grade ore. It is
quite apparent that these people are ready and willing to make that
investment because they have all spent vast sums on technical
research relating to taconite. Their present hesitancy obviously is
based upon a two-fold fear; (1) their fear that higher rates of tax
on hjgh grade ores will consume the profit needed to finance the
initial period of taconite development; (2) their fear that once
taconite plants are built and operating, the state will so alter its
taconite tax policy as to make operations unprofitable and impossible
to continue in the face of competition from outside sources of high
grade shipping ore.

The only possible way that anyone who is fully aware of all
the facts and implications can advocate more and higher ad valorem,
occupation and royalty taxes is for that person to willfully and
deliberately gamble on the possible effects of such a program. It
constitutes an outright gamble as to whether or not the continuance
of our traditional policy of constantly raising rates will discourage
huge investments in low grade ore beneficiation plants and pro
cesses. We believe that the ability to firmly hold to an established oc
cupation tax rate as a state policy, not continually revising it up
ward, will do more to stimulate the iron ore industry and Range
prosperity than any other single thing. We feel very strongly on
this subject because we believe that all of the elements which make
up the true picture of iron mining in Minnesota point to the vast
and compelling need for early and substantial investment in the
processing of extremely low grade ores and taconite. We believe
the greatest incentive for such investment to be a leveling off of
Minnesota iron ore tax at some established rate. Unless and until
Minnesota can show that it is dropping its traditional approach
and substituting therefor a new one--one which will be grounded
upon science and economics rather than politics and emotion
such progress will be forestalled.
YIELDS FROM EXISTING RATES.

We submit the following tables prepared by the Tax Depart
ment.
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TABLE NO. I
APPROXIMATE AMOUNT OF AD VALOREM, OCCUPATION AND ROYALTY TAXES

AND AVERAGE TAX COST PER TON OF IRON ORE PRODUCED

1939 - 1949

Amount of Taxes Levied Average Tax Per Ton

Ad Valorem Occupation Royalty
Year Taxes Taxes Taxes Total Amount Ad Valorem Occupation Royalty Total

1939 $16,~31,322 $ 4,888,964 $ 865,926 $22,186,212 $.502 $.155 $.027 $.684
1940 15,579,856 6,387,700 1,107,914 23,075,470 .323 .132 .023 .478
1941 14,564,253 8,399,387 1,823,592 24,787,232 .228 .132 .029 .389
1942 13,244,037 8,233,102 2,167,065 23,644,204 .189 .118 .031 .338
1943 13,300,103 6,711,683 1,945,807 21,957,593 .192 .097 .028 .317
1944 12,477,270 6,301,570 1,888,845 20,667,685 .192 .097 .029 .318
1945 12,588,313 6,289,279 1,762,134 20,639,726 .201 .101 .028 .330
1946 12,732,769 6,507,835 1,358,864 20,599,468 .257 .131 .027 .415
1947 13,923,528 9,700,773 1,654,392 25,278,693 .232 .162 .028 .422
1948 13,257,828 11,762,769 .1,907,354 26,927,951 .204 .181 .029 .414
1949 14,901,587 14,355,466' 2,195,108 31,452,161 .270 .260' .040' .570'

'Includes 1% for Veterans' Compensation Fund.

Prepared by: Tax Research Division
Minnesota Department of Taxation
November 24, 1950

~
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TABLE NO. II

AD VALOREM TAXES FOR STATE PURPOSES, COUNTY PURPOSES, LOCAL PURPOSES AND OCCUPATION AND
ROYALTY TAXES LEVIED ON IRON ORE

1939 -1949

Ad Valorem Taxes

Year State County Local Total OOO\llP&tioD. Royalty TO<ta1 Taxes

1939 $1,953,413 $4,601,422 $9,876,487 $16,431,322 $ 4,888,964 $ 865,9'26 $22,186,212
1940 1,810,014 4,374,856 9,394,986 15,579,856 6,387,700 1,107,914 23,075,470
1941 1,507,775 3,951,242 9,105,236 14,564,253 8,399,387 1,823,592 24,787,232
1942 1,451,024 3,506,085 8,286,928 13,244,037 8,233,102 2,167,065 23,644,204
1943 893,996 3,677,474 8,728,633 13,300,103 6,711,683 1,945,807 21,957,593

1944 662,665 '3,462,913 8,351,732 12,477,270 6,301,570 1,888,845 20,667,685
1945 1,0.26,087 3,714,909 7,991,773 12,588,313 6,289,279 1,762,134 20,639,726
1946 1,026,087 3,714,090 7,991,773 12,732,769 6,507,835 1,358,864 20,599,468
1947 888,768 5,125,429 7,909,831 13,923,528 9,700,773 1,654,392 25,278,693
1948 914,255 4,823,156 7,520,417 13,257,828 11,762,769 1,907,354 26,927,951

1949 1,141,709 5,195,204 8,564,674 14,901,587 14,355,466' 2,195,108' 31,452,161

'lD.cludes 1% for Veterans' Compensation Fund.

Prepared by: Tax Research Division
Minnesota Department of Taxation
November 24, 1950
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It can be seen from these figures that revenue from occupation
tax is increasing continually. Increases in recent years result from
(1) higher rates; (2) more tonnage mined, and (3) higher Lake
Erie Prices.

It should be recognized in studying these comparative figures
that annual "per ton" totals of all kinds of iron ore tax are mis
leading because ad valorem taxes come from constantly diminishing
reserves each year. Valua:tions of existing tonnages have increased
and new tonnages have been added by reason of new discoveries
during the last few years.

At the time this report is being prepared for issuance, addi
tional facts have developed that ought to be reported. It appears
that the estimate of occupation' tax receipts for the year ending
June 30, 1951 will approximate $18,000,000. Of this amount $8,
167,500 will go to the general revenue fund. The Lake Erie Price
which was· set on December 2, 1950 for the year 1951 at $8.30 may
be caught in the price roll-back which required prices to be frozen
at December 1, 1950 levels. The Oliver Iron Mining Company is
seeking a government ruling. If the Mining Company can prevail
so that the price will be $8.30 per ton for the next year instead of
$7.70 as it was during the past year, the total amount of occupation
tax for Minnesota for the year ending July 1, 1951, as estimated
above, will be increased by $4,000,000, of which approximately
$2,000,000 will go into the general revenue fund. If, however, the
government price-roll back affects the ore price the State will not
get that" additional $4,000,000.00.

LABOR CREDIT.

The labor credit law of 1941 as amended has come in for a
great deal of scrutiny and criticism. This labor credit was intended
as an incen~ve fol' niiningoperators to undertake the development
of low-grade ore deposits, thus stimulating employment in the
area;· The labor credit is a tax credit; in other words,. it is a

.specific credit to be deducted from the occupation tax. After all
the statutory deductions and allowable operating expenses, which

-include labor, have once been deducted, the labor costs again ate
used for the purpose of calculating this tax credit. The law as
presently written grants a tax in an amount equal to 10 % of the
labor costs in excess of 50c per ton and not in excess of 65c per ton
plus 15 % of labor credits in excess of 65c per ton, limiting the
deduction, however, to not more than 75% of the gross tax on all
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underground and taconite operations and not more than 60% of
the gross tax on all other operations.

It appears that the use of labor costs alone is not the best
standard by which the cost burden of mining a low-grade ore
deposit can fairly be measured. The labor expenses included for
this credit consist of labor costs in mining, development, and
beneficiation. The labor for development is not a continuing cost
but one which, when liquidated, comes to an end. Cost of labor for
beneficiation is but one cost of. the process since the use of media,
power and mechanical equipment play an enormous role in latest
beneficiation methods. The suggestion has been made that tax
credit as an incentive could better be measured by some standard
which would reflect the differences between competitive mining
operations more accurately than labor cost alone. Labor is an item
of cost in developing high grade direct shipping ore deposits, and,
as the labor credit law is now written, the credit, though small, is
available to these direct shipping ore operations. It is questionable. .
whether this was intended or fully understood at the time of the
law's original enactment. As a possible substitute for the labor
credit as now written, the legislature might well consider the use
of percentage recovery. Percentage recovery means the percentage
of concentrates derived from one ton of the ore treated. If it is
necessary to treat two tons of 'run of the mine' ore to obtain one
ton of salable concentrate, the recovery would be 50 per cent.

This committee has not considered all of the technical problems
involved so as to properly re-write this tax credit, but we do believe
that percentage recovery is well worth studying. The engineers
and experts in the Tax Department and the Mines Experiment
Station of the University of Minnesota could develop the technical
information and factual data necessary to write a workable tax

.credit statute. We do not believe that such a credit should exceed
75 % of the normal tax.

Some mines which had been abondoned 20 or 30 years ago are
now being reopened because the application of new beneficiation
techniques make possible a profitable operation. Higher market
prices, of course, put some of the marginal properties back into the
profit column again. With the prospect of a continuing demand
for steel products at more than 100 million tons per year in the
United States, it is obvious that increased economic activity with
its attendant cotrollaries of high employment and local prosperity
can be stimulated for many years on Minnesota's iron range, and
incentive tax policies will be some of the most important stimulants
to this desirable end.
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LOCAL TAX POLICIES.

The Interim Commission of 1941 indicated that the state as
a whole through the medium of state revenue should receive more
returns from this source and they said that the increases, if any,
ought to be offset by decreases in locally collected revenues. Prob
ably as a direct result of that report, new per capita limitations
were imposed upon the taxing power of local governments in the
Range area; and since then the state occupation tax has risen from
9% to 11 %. At this time there can be no repitition of this proce
dure of taking from local tax revenues to inctease the state funds.
Since 1941, the Range communities have done a creditable job
toward reducing their local expenditures. While they may still have
considerable distance to go in some instances before they get down
to expenditure averages which are normal for the rest of the state,
they do recognize that these reductions must be made.

The tax policies of local governments in the Iron Range area
will necessarily reflect local political action and thinking. At the
hearing which this committee conducted in Hibbing on July 14,
1950, Mr. Howard W. Siegel appeared as Chairman of the Mining
and Taxation Committee of the so-called Northeastern Minnesota
Rehabilitation Committee, made up of members of the Junior
Chambers of Commerce of Chisholm, Duluth, Eveleth, Grand Ra
pids, Hibbing and Virginia. Statements made by Mr. Siegel at that
time seemed to reflect the thinking of the majority of the people
of the range area who are really studying this subject. His com
mittee made a report which includes specific recommendations,
formal recommendations and a conclusion. That report was respect
fully submitted to our committee and appears in full in the appendix
to this report! Mr. Siegel's remarks to our committee and his
committee's report both indicate a fear over the final effect on the
Range of a tax policy which is primarily motivated by "a wlJim of
somebody who would like to see some added revenue come to the
state."

, See Appendix p. 84.
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Iron Range Resources &
Rehabilitation Commission

The subject of the Iron Range Resources & Rehabilitation
Commission we believe should be a part of this report on taxes.

That commission was established by the act of 1941 at the
same session the per capita limitations were imposed upon the
Range municipalities. These two developments in the same SeSgjbn
were doubtless tied together, and the establishment of the com
mission was obviously intended to bolster the morale of the Range
citizens. In 1943, the legislature by Chapter 590, created the Iron
Range Resources and Rehabilitation Commission as a continuing
commission headed by a director appointed by the governor, who
was to ~e guided by an advisory committee of legislators. It received
for its operations 10% of that portion of the occupation tax which
goes into the General Revenue Fund, or 5% of the total occupation
tax receipts. The powers of this commission are as follows, which
is quoted from the law:

"When the commissioner shall determine that distress
and unemployment exists or may exist in the future in any
county by reason of the removal of natural resources or
a possibly limited use thereof in the future and the decrease
in employment resulting therefrom, now or hereafter, he
may use such amounts of the appropriations made to him
in this section as he may determine to be necessary and
proper in the development of the remaining resources of
said county and in the vocational training and rehabilita
tion of its residents."

This gives wide authority to the commissioner, for apparently
he is the final authority in determining when and how these prob
lematical projects are in order.

In exercising its powers, the commission undertook a number
of projects, many of which were agricultural, a few related to
forestry, some to peat, some to mining, one related to vocational
training and one or two projects were industrial. Since the com
mission actually started functioning in 1944, receipts have been as
indicated on the following table:
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IRON RANGE RESOURCES & REHABILITATION

RECEIPTS

F.Y. 1945 F.Y. 1946 F.Y. 1941 F.Y. 1948 F.Y. 1949

TAXES
Occupational Tax on Iron

Ore 336,490.76 316,799.63 313,723.86 318,620.66 479,088.65
STORES FOR RESALE
70 Stores for resale 2,863.45 46,976.57 26,967.98 4,898.24 11,231.16
REIMBURSEMENT AND

REFUNDS
80 Red. of Exp. (pl'. yrs.) 1.06 84.25
TRANSFERS (IN)
90 Transfers (in) 22,023.67 4,143.78 6,403.37

TOTALS $338,344.21 363,776.10 362,706.60 327,663.72 496,806.33

It will be noted in this table that items of "Stores for Resale"
amount to sizeable sums, but this money was received from the sale
of products made on various projects.

By far, the largest single projects undertaken by this com
mission were the Iron Powder plant, the peat processing plant, the
hardboard project and the wood processing plant. Of all of these,
the hardboard project appears to be the only one destined to be a
real success. Following is a breakdown of the expenditures of the
projects:

ORGANIZATION CHART· • FINANCE

]
Iron Range Resources and Rehabilitation

EXPENDITURES BY 'PROJECTS

PROJECT F. Y. 1946 F. Y. 1946 F. Y. 1947 F. Y. 1948 F. Y. 1949

1. Administration 16,067.99 18,100.72 20,167.08 18,442.42 21,387.61
2. Agricultural Projects 9,636.27 11,390.66 9,487.09 7,912.46 3,633.64
3. Artitlclal Breeding 6,612.70 3,824.61 4,060.00 4,060.09
4. Cedar 011 Extraction
6. Conaultanto Fees 82.60
6. Cow Testing 9,828.24 16,663.13 10,600.00 7,200.00 6,400.00
7. Farm Forest Educa-

tion 2,876.00 3,000.00 3,126.00 6,000.00 3,422.00
8. FI.h Canning 51,626.35 900.00 24.62
9. Flax Program

10. Forest Survey 7,376.31 24,170.60 36,787.27
i 1. Greenhouse '\

(Two Harbors) 2,280.46
12. Hardboard Project 87,832.90 222,167.10
13. Iron Powder Plant 901.86 649,948.40 116,311.66
14. Land Clesrlnll'

Machine 11,21!i).06 3,898.14 139.26
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ORGANIZATION CHART-Continued

PROJECT F. Y. 1945 F. Y. 1946 F. Y. 1947 F. Y. 1948 F. Y. 1949

,',
"';1

16. Land Use Aitkin Co. 3,880.00 7,040.00 7,370.00 3,900.00 3,139.98
Beltrami Co. 3,761.67 7,265.00 7,447.34 3,642.50 3,707.50
Clearwater Co. 4,520.00 3,420.00 2,430.00
Crow Wing Co. 970.00 6,700.00 3,680.08 2,188.68
Itasca Co. 12,600.00 10,577.50 9,660.00 7,480.00 8,520.00
Koocbiching Co. 8,709.66 10,050.00 10,022.50 4,560.00 3,420.00
Milaca Co.
St. Louis Co. 12,415.62 12,426.23 12,800.06 6,249.99 4,787.50

16. Milkhouses 1,586.70 1,994.81 37.60 53.16
17. Mining 886.13
18. Minn. N. D. Res.

Dev. Com. 122.69 244.71 48.90 391.83 100.00
19. Motion Picture 7,449.89
20. Peat Research 1,025.35 11,325.50 16,451.55 21,760.09
21. Peat Processing Plant 28,109.57 71,655.32 31,121.98 24,861.84 47,601.42
22. Rutabaga Project 50,401.95 13,914.93
23. Seed Potatoes 3,996.00 43.48
24. Sman Fruit 4,701.86 3,485.48 3,234.38 3,226.90 3,994.19
25. Sulphite Drl1\ing 19,960.60
26. Titanium Drilling 154.30 39.60 22,627.35 3,297.02
27. U. S. Geological

Survey (water) 1,250.00 1,250.00 1,250.00 1,500.00 1,575.00
28. University of Minne-

sota 107.14 1,259.56
29. Vocational Training 13,264.03 3,641.82 17,495.08
30. Warehouse Cook 2,762.53 2,197.85 121.28

Embarrass 1,808.12 1,233.23 512.02 39.75
Lakeland 5,724.89 468.65

31. Wood Processing
Plant 80,151.43 154,423.18 6,489.02 11,867.65

GRAND TOTALS $158,258.64 $977,412.46 $400,241.65 $265,082.25 $554,976.80
Transfers (out)

Lands and Minerals 12,000.00 14,350.00 14,000.00 23,985.00 30,467.00
University of Min-

nesota 22,000.00 50,000.00 50,000.00 60,000.00 60,000.00
Lands and :MInerals

(deficiency) 190.00

~192,258.64 1041,762.46 $464,241.65 $349,067.25 $645,633.80

These figures are taken from figures submitted by the Iron Range
and Rehabilitation Commission and it will be noticed that there are
a great number of projects.

The Iron Range Resources Commission, according to the report
given to this committee by its then director, Ben Constantine,
received last year about $650,000 which was 5% of the occupation
tax. Some of this money goes to the University, some to the Lands
& Minerals Division and some for the settlement of claims origi
nating out of the iron ore power plant at Aurora. Mr. Constantine
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judged that about $450,000 a year would be available for the Iron
Range Resources and Rehabilitation Commission to use as it saw
fit. Of this, he said $40,000 a year was necessary for administrative
expenses to cover salaries, traveling, etc. He indicated then that
they have several other projects under way which include an aerial
photography project at about $10,000 a year which is in coopera
tion with a 16-county forestry survey committee. The commission
regularly pays out $4000 a year in salary to a man in St. Louis
county who works continuously and full time with farmers for
developing better farming methods in that county; $10,000 to $12,
000 a year is still being spent for cow testing and working with
breeding associations; while $3500 is regularly spent each year for
farm forest education. This latter item is the salary for an individ
ual who spends all his time traveling around among rural schools
talking to children and farmers on proper management of their
farms and their tree planting program. The so-called 16-county
forest survey program is costing $65,000 per year and they have
also initiated a land-use program for several Northern Minnesota
counties which require $15,000 a year. Another item is a topographic
mapping project under the supervision of a board created by the
legislature at a cost of $30,000 per year.

Mr. Constantine pointed out that the real test of the success
of these ventures is whether private individuals will invest their
money in such enterprises. To date, the hardboard is the only one
that comes near to meeting the test.

At the present time there are $2,000,000 worth of requests in
the department fl'om people and organizations for projects in
northern counties. It is apparent from the foregoing that this
commission has developed into a sort of a perennial 'boondoggle'
which bears no recognizable resemblance to what the legislature
originally intended. Since July I, 1941, the commission has spent
$2,800,000 and at the present time there are 30 people on the pay
roll, including 18 foresters engaged in their survey, 4 in the admini
strative department and others.

Mr. Constantine stated to this committee that he felt the
office is presently endowed with too much power and some of the
money spent by it had probably not been spent properly or with
the greatest efficiency.

LARGE SUMS INVOLVED.

Since the main reason for the existence of the Iron Range
Resources & Rehabilitation Commission was to devise ways and
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means to eliminate distress resulting from unemployment in any
county where removal of natural resources has caused or might
cause such unemployment and, since it is quite apparent that the
greatest relief that any really important resource area. of the state
CQuid have would be the vast full scale exploitation of its low grade
mineral resources as pointed out above in this report, there appears
to be ver~' little that the Iron Range Resources & Rehabilitation
Commission can actually accomplish. While this was a well-inten
tioned idea, it appears that it is demonstrably ineffectual. The ter
mination of this function will make available to the General Revenue
Fund one-half million dollars or more annually to pay for more
vital services. Estimated ore tax receipts for the year ending June
30, 1951, will top $18,000,000 of which over $800,000 will go into
Iron Range Resources & Rehabilitation Commission if the law is
not changed. Surely, the surveys, researches, studies and other
short-lived projects which do not lead to any widespread employ
lment are not in keeping with the intent of the law. Since the
money for this commission would otherwise go into the General
Revenue Fund, the legislature itself can consider the value
of forest surveys, topographical maps, etc. and appropriate merited
funds directly to the departments which should logically handle
these respective projects.

RECOMMENDATIONS.

It is the opinion of this committee that the laws relating to
the Iron Range Resources & Rehabilitation Commission should be
repealed, that the commission should be abolished and that the
remaining work of the commission should be liquidated as soon as
possible, keeping one or two employees for that purpose, who could
be placed under the supervision and direction of the Department of
Administration. If the commision is not abolished, the total diver
sion of occupation tax l·eceipt,.c; to this commission should certainly
be limited to not more than $150,000 per year.

PERCENTAGE DEPLETION.

Owners of iron mining properties have been requesting that
they be granted a depletion allowance hi figuring their income tax,
as a deduction from their income received as toyalty. The federal
govel'l1ment allows a flat 15 % depletion deduction. The State of
Minnesota in adopting its original income tax law made provision
for depletion allowance on iron ore deposits on the tax rolls in 1933.
Ores which have b~en placed on the tax rolls since 1933 are not
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covered by this depletion clause in the income tax law, so that
owners who receive royalties on such properties do not receive any
depletion allowance. This committee heard the owners of ore prop
erties in the public hearing at Duluth, Minnesota, on July 12, 1950,
at which time spokesmen for the group advanced their arguments
for depletion allowance. The general tenor of their argument was
based upon the theory that costs were involved in acquiring, proving
and holding iron ore property and that these costs ought to be con
sidered deductible items in figuring income tax on the earnings or
royalties received. They said that a depletion allowance on a flat
percentage rate would be the best way to give proper recognition
to these costs.

This committee has no recommendation with reference to this
subject, but we do make the observation that if there was any basis
for granting a depletion allowance in the original income tax law
that basis might still be considered by the legislature in reviewing
the request of these owners.

Beverage Tax
Minnesota beverage tax, which includes tax on spirits, wine

and beer, produced $13,279,399.84, during the fiscal year ending
June 30, 1950. Of this, the sum of $1,297,068.46 was the total surtax
applied for payment of the soldiers' bonus. According to our present
statutes, the tax on wine and spirits is divided between the state
general revenue fund which gets 70% of the total, and the munici
palities of the state which on a per capita basis receive 30% of the
total receipts. During the same fiscal year the total wine and liquor
tax was $9,505,033.22, of which $2,820,223.00 was distributed to
local governments as a shared tax.

Among the states, Minnesota ranks first in its tax rate on
wine and second on liquor. We are, by a substantial amount, the
second highest in the entire United States on liquor tax rate. Under
these circumstances it seems hardly feasible to consider any change
in this tax other than downward. The possibility of revising the
tax downward is dependent almost wholly upon what the next
legislature does with reference to expenditures. The municipalities
will obviouslY use their combined influence to retain the income
they receive from this tax which militates strongly against pro
posals for reduction of our rates. The soldiers' bonus law of 1949
imposes the surtax equal to 10% of the regular tax and this is
a contractual commitment included in the bonds which were sold to
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raise the cash for bonus payments, so it is impossible to expect
any reduction of that surtax until the bonds have been paid, which
would be in 1960.

Minnesota ranks 22nd among the states in its rate of taxation
on beer. The basic beer tax accounted for a yield of $2,477,298.14
during the year 1950, plus an additional sum of $268,214.71 from
surtax, which goes into the bonus payment fund. The regular beer
tax without the surtax goes directly into the state's general revenue
fund and no part of it is distributed to local governments. This
is a tax on a beverage that is generally considered to be the work
ingman's drink and from the total figure it is easy to understand
that to raise this beer tax rate in any amount sufficient to make
a substantial increase in the receipts for the general revenue fund
would require doubling or tripling the rate. This is, of course,
highly impractical.

CONCLUSIONS.
As a committee we do not recommend any upward reVISIon

of either of these beverage taxes. The interest of sound control of
legal liquor sales dictates a downward revision of our wine and
spirits taxes which are so inordinately high when compared with
the rates in other states. We have indicated reasons why we do not
think it feasible at th,is time to reduce these rates, but the com
mittee does feel that eventual reduction when possible, is in order.

Cigarette Tax
Minnesota's cigarette tax produced $11,122,573.00 during the

fiscal year ending June 30, 1950. According to our present statutes,
this tax is divided between the state general revenue fund, which
gets 70% of the total and municipalities of the state, which on a
per capita base receive 25% of the total receipts. There is no surtax
on the cigarette tax. A great deal of propaganda and misinforma
tion has been circulated to the effect that proceeds from the tax
on cigarettes goes toward retirement of bonus bonds. The entire
proceeds are divided between general revenue fund and local
government.

Forty-one states impose a tax on cigarettes. Of these, 25 im
pose a tax of 3c or less per package. Minnesota is one of a group of
9 states, all of which impose the 4c rate. During the past year, of
the remaining states, 6 impose a tax of 5c per pack, while one state
imposes a tax of 8c. During the past year, the states of Massachu-
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setts and Florida, which had been levying a cigarette tax of 4c per
pack have increased their rate to 5c per pack. Also during the past
year the District of Columbia has imposed a lc per pack cigarette
tax.

It is apparent from these figures that Minnesota is not im
posing an inordinately high tax, since there are 15 other states
which have a tax as high or higher. This is another source of
revenue for the general revenue fund. If it were reduced in rate,
loss of a substantial portion of $8,341,929.00, which now goes into
the revenue fund would occur, and a substantial proportion of
$2,780,643.00 which now goes to local government would also be
eliminated.

The Committee has no recommendation to make with reference
to this tax.

Aviation Tax

In 1945, Minnesota adopted the aviation gasoline tax, the air
line flight property tax, and the aircraft registration license tax,
receipts of which were placed in the Minnesota Aeronautics Fund.
This was an attempt to develop a system of user taxes to aid in
financing airport expansion and operation in Minnesota.

Since that time, $2,900,000.00 in bonds have been appropriated
for the State Airport Program, and an additional $650,000.00 was
granted by the 1949 legislature to aid in building local airports.
When Mr. Schroeder, Commissioner of Aeronautics for the state
department, appeared before this committee in April, 1950, he
stated that it would not be necessary to use this $650,000.00 since
the largest projects have been completed. The proceeds from the
gasoline tax and the flight property tax and license tax are all
credited to the state airports fund, which will pay -off the $3,550,
000.00 of indebtedness.

Following is a table of receipts from these taxes for the years
1947, 1948, 1949 and 1950:

1947 1948 1949 1950
Aviation Gas (Net after

refund) . ... .. . $101,719.00 $363,267.00 $146,342.00 $181,077.00
Aircraft Carrier Flight

Property .... 18,823.00 64,863.00 84,903.00 129,188.00
AircI'aft Licenses (1 % of

value of aircraft) ..... 36,772.00 44,974.00 38,143.00 37,089.00
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FLIGHT PROPERTY TAX.
The flight property tax is imposed on flight property including

spare parts of certified air carriers. It does not apply to planes used
only in intrastate flying. The Commissioner of Taxation determines
the full and true value of the flight property and apportions this
value to the state on a formula basis. The factors which make up
the formula are:

1. Percentage of traffic tonnage received in the state to the
total within and without the state.

2. The percentage of time the aircraft is flown in the state
and is on the ground in the state, to the total of such time in flight
and on the ground within and without the state.

3. The percentage of revenue time-miles flown in the state to
the total flown within and without the state.

This flight property is assessed at 40% of full and true value
and the tax rate applied is the average personal property rate
throughout the state. This was a little over 118 mills in 1950. This
tax was developed to prevent duplicate taxation in other states
and could be considered a sound system of taxation if all states
had adopted it. Unfortunately, no other state has adopted it, thus
placing Minnesota in a highly unfavorable competitive position.

REGISTRATION TAX.

The registration tax act imposes a tax on non-transport carrier
aircraft in lieu of other personal property taxes at the rate of 1%
of the value of such aircraft.

Few states tax aeroplane gasoline. As of the date of March 1,
1949, 30 states exempted or fully refunded the gasoline tax paid by
aviation companies, 12 states made a partial refund, among which
is included the State of Minnesota, and 7 levied a tax and made no
refund. These figures include the District of Columbia. The failure
of most of the states to adopt a gasoline tax used by aircraft again
places the interstate carrier industry in Minnesota at a second
disadvantage. .

AVIATION GASOLINE TAX.

The aviation gasoline tax is levied at the rate of 4c per gallon
with graduated reductions, as follows:

4c per gallon on the first 50,000 gallons used annually;
3c per gallon on the next 50,000 gallons;
2c per gallon on the next 50,000 gallons;
Ic per gallon on the next 50,000 gallons and
Y2c per gallon on all in excess of 200,000 gallons.
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Since the states of Washington, North Dakota, Wisconsin,
New York, Illinois, Ohio and the District of Columbia, all make a
full exemption or full refund, it is quite apparent that the North
west Airlines, principal operator in Minnesota, can refuel at points
where no gasoline tax is collected and thus cut down to a minimum
the amount of gasoline purchased in Minnesota. This is an unsound
policy of taxation if this industry is to remain in Minnesota.

RECENT DEVELOPMENTS.

Although Minnesota has embarked' upon an ambitious program
of airport construction throughout the state for use of small air
planes, the use by the public of such plans has not developed at
anywhere near the rate expected when these laws were adopted
in 1945. This is shown by the fact that registration of planes in
this state has dropped from 1924 in' 1948 to 1777 in 1950.

Since a great development of private air travel has not oc
curred, in spite of the fact that airports have been constructed in
many municipalities throughout the state, it would seem the
entire aeronautics tax and airport appropriations act is subject to
review and reconsideration by the state legislature. The very fact
that $2,900,000.00 has already heen spent would make it virtually
impossible to reduce the airflight property taxes or the aviation
fuel taxes until the state debt for airport construction is retired
in 1957. The over-all problem however, is one which bears consid
erable rechecking and should have a carefull,mbiased study. Minne
sota is not alone in this situation. Other states have likewise had
to make a second guess on this matter of private aircraft use and
development. It is probably due to this same situation in Tennessee
and Colorado that. they abolished their state aeronautics de
partments. In Tennessee the aeronautics functions were given to
the Highway Department, while in Colorado a non-salaried com
mission took the place of the Aeronautics Division. Something along
this line is also true with respect to aviation gas tax. The states.
of Oklahom~, Tennessee and Ohio repealed their aviation gas taxes
the last three year~.

The Northwest Airlines in Minnesota asked for a reduction in
flight property tax during the 1949 session. An attempt to get this
reduction was defeated and nothing was done by the Minnesota
legislature. This was attempted at a time when the Northwest Air
lines had placed its order for some $20,000,000.00 worth of flight
property. It must be remembered that no .other state has adopted
a flight property tax. It is also worth noting that after these planes
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were purchased they have not been kept in Minnesota for main
tenance. That function has been transferred to Seattle, Washington,
where hangar space and airport facilities were procured at a very
nominal cost. This fact may have been the chief reason for the
transfer, but it is apparent that since maintenance is performed at
Seattle, the amount of 'on the ground time' in Minnesota is mater
ially reduced with reference to these larger planes. This obviously
has cut the amount of flight property tax far below what would
have been received if this property had remained in Minnesota. It
certainly gives rise to the question of whether or not the tax policy
is wise. If a reduction of the taxes had induced the company to leave
its maintenance here, not only would flight property tax have
yielded as much or more revenue but many workers whose payroll
would be in Minnesota would be paying real estate, personal prop
erty and income taxes here for the benefit of both the state and the
local governments.

CONCLUSIONS.
The Department of Aeronautics very vigorously defends its

position with reference to these taxes, the repeal or modification
of which was opposed by the Department in the 1949 session. The
Department seems impressed with the fact that commercial air
lines are the only ones who are critical of the state aeronautics tax
program, while most of the small private owners seem to be highly
in favor of it. It can therefore be concluded that the license tax and
gasoline tax paid by the so-called "little aviation" groups does not
present a tax problem, but the reverse is true of the transport car
rier phase of th~ industry. A careful restudy of the subject should
be made by the legislature during the 1951 session or by an interim
committee for the purpose of developing a sound tax policy in re
spect to interstate flying transportation industry.

Minnesota's airport program was designed and intended as an
airport building program. Now that the airports are built the
question arises as to repairs, improvements, snow removal and even
direct operation, as many of these fields are not self~sustaining.

There is a disposition on the part of some to force the state govern
ment into operation and maintenance of local fields. We have
reached a point in the development of this program where there
must be a complete consideration of the potentials following this
line of thinking. It is the belief of this committee that the state
should not operate local airports, but should assist only to the
extent of the yield of user taxes paid by these local flying groups.
In other words, general property taxpayers should not be burdened

~~-------------
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with any part of the cost for these local flying facilities. Private
plane owners, though they are a tiny minority of all the people of
Minnesota, are vocal and active in their drive for more and better
airports. This is understandable because the use of their airplanes
depends upon landing facilities. If they are confined to only a few
landing spots in the state the value of the plane to them is far
less than if they could go nearly anywhere. There are 87 counties
in the state of Minnesota and there are now over 84 airports in the
state that have been assisted with state funds for their construction.
This gives the state substantial coverage so far as airport facilities
are concerned. Whatever progress is made in the field of private
flying, it stands to reason it should not be made under conditions
such that it will diminish for the state of Minnesota, the benefits
received .from commercial airline development in this state. The
use of the word "benefits" here is intended to cover all phases of the
air operation, including employment, handling of goods, the tem
porary stoppage of passengers and all other phases of the business
that might in any way contribute to Minnesota's total overall
economic good.

It is recommended that this 1951 session of the legislature
should adjust the laws so as to eliminate friction between the Metro
politan Airports Commission and the State Department of Aero
nautics. Additional time and experience will be needed to revise the
aviation tax system, and to retire the state aviation debt. After
that the flight property tax and the proportion of gasoline taxes
paid by the interstate carriers should be modified and the balance
shared with municipalities that develop the revenue. The Committee
does recommend that a complete study of the subject be made
during the interim following the 1951 session. The legislative
interim committee, together with outside members on the panel
should include private operators, commercial operators and some
leading business and labor representatives, who would be interested
in working the problem out without the personal bitternesses which
have been her.etofore injected.

<
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'}1rust Funds as a Source of Money

For Governmental Expenses
A subject which this committee must necessarily consider in

the field of state revenue is the portion of iron ore taxes, the receipts
from the sale of state swamp lands and school lands and the receipts
from the soale of state-owned timber which go into the trust funds.
At the present time, these funds aggregate a total of approximately
$190,000,000.00. This is broken down into the following:

Permanent School Fund $145,935,126.17
Permanent University Fund 0 • •• 25,660,2q6.00
Swamp Land Fund , . . .. .. 17,947,634.93

Total 0 •••• : •••••••• 0 • 0 •••• $189,542,970.00

The largest of all these funds is the permanent school fund,
the earnings of which are distributed as apportionment aid under
the Constitution to primary and secondary schools.!

When the legislature wrote the school aid law in 1947, it fitted
these apportionment aids into the total school and structure in such
a way that the present $70.00 per pupil unit aid includes apportion
ment of earnings of the school trust fund. For the past year, these
earnings amount~d to $8.70 per pupil.

This committee wishes to make a note of certain important
facts with reference to our time-honored trust funds. These trust
funds were established as part of the Constitution in the year 1857.
Since state lands designated as "swamp lands" and "school
lands" would be sold from time to time, it was determined that the
proceeds thereof should be maintained as a continuing asset for
the benefit of the schools of the state. There can be no quarrel with
the fundamental theory that some benefits from such assets ought
to be preserved for future generations.

In 1914, the Constitution was amended to provide that school
and other pubic lands of the state better adapted for timber produc
tion than agriculture, be set apart as state school forests and the
net revenue therefrom be used for the purposes for which the lands
were granted to the state. Thus, the proceeds from the sale of
timber was directed into the trust funds.

1 Art. VIII. Sec. 2, Minnesota Constitution.
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TABLE I

PAYMENTS INTO THE STATE TREASURY FROM TIMBER CUT
ON STATE LANDS IN THE FISCAL YEARS INDICATED

Perm. Perm. General Swamp Swamp Internal Total To Gen'J Tax-Forf. Burnt-
Univ. School Endow. Land Land Int. Improv. Permanent Rev. & Acq. side Deposits
Fund Fund Fund Fund Fund Fund Trust Funds Fund Funds~ Forest Dept. Records

1932-33 .... $17,339.68 $ 3,253.95 $38,591.78 $ 6,214.80 $ 8.66 $65,408.87 . .... . .... . .... $65,408.87
1933-34 4,444.25 133.84 11,275.85 97.77 32.67 15,984.38 ....... , ....... . ... 15,984.38
1934-35 220.33 30,399.65 10,264.60 53,064.69 16,861.13 ..... . 110,810.40 .... . $ 471.31 . .. 111,281.71 .
1935-36 32.50 24,057.72 1,217.74 44,626.00 1,633.20 74.40 71,641.56 $ 15.75 562.30 ....... 72,219.61
1936-37 15.00 24,772.13 402.06 74,530.13 686.42 100,405.74 ..... 1,031.84 . .. 101,437.58
1937-38 9.00 38,115.89 254.74 97,648.88 319.71 5.00 136,353.22 135.46 6,825.41 ...... 143,314.09
1938-39 318.50 43,902.76 259.43 105,865.56 681.16 8.25 151,035.66 3,151.83 ..... 154,187.49
1939-40 100.50 63,970.54 65.05 109,870.90 122.67 ... . 174,129.66 10,284.36 ...... 184,414.02
1940-41 1,092.69 68,155.70 63.90 184,716.03 251.53 ..... , 254,279.85 328.15 15,763.38 270,371.38
1941-42 1,551.46 97,332.78 123.81 155,406.01 46.33 221.12 254,681.51 1,183.03 17,382.84 $ 121.90 273,369.28
1942-43 143.15 141,505.94 280.54 208,916.98 392.84 351,239.45 533.60 18,017.74 1,981.27 371,772.06
1943-44 1,541.87 179,~28.64 3,977.32 286,275.65 4,798.97 143.30 476,665.75 525.34 46,101.82 263.11 523,556.02
1944-45 1,790.01 149,037.07 3,499.02 197,888.90 3,955.41 269.98 356,440.39 800.10 30,429.39 54.80 387,724.68
1945-46 1,797.35 238,192.25 5,947.08 241,195.56 5,617.17 967.44 493,716.85 1,597.11 29,683.01 524,996.97
1946-47 3,335.73 233,814-48 11,048.80 291,387.94 9,940.96 1,900.60 551,428.51 7,604.69 35,732.72' - ...... 594,765.92
1947-48 2,402.83 274,369.70 14,076.94 306,937.02 10,945.10 1,629.06 610,360.65 1,019.57 35,812.892 647,193.11
1948-49 425.85 229,906.73 13,930.73 319,522.80 14,437.12 658.87 578,882.10 935.59 26,305.62 ... 606,123.31
1949-50 385.05 139,107.04 7,692.86 333,876.83 12,402.04 1,812.16 495,290.69 1,386.82 28,603.52 ... 525,281.03

14.71"

1 Includes-Reforestation & Flood Control, Red Lake Game, Marshall Co. Reforest. & Flood Control. Acquisition Lands. Rcs..tt1ement.
2 Same as (') plus Pillsbury Forest.
• Permanent University Interest.
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TABLE II
DIVISION OF LANDS AND MINERALS

Statement of receipts of the sale of trust fund land, timber and
improvements, and rentals from trust fund lands for the fiscal
years 1941 to 1950, inclusive.

v
t,
1

1 Yr. Ending
June 30

Annual
Receipts

1941 $ 180,175.121

1942 222,013.211

1943 248,992.191

1944 434,450.50
1945 179,412.86
1946 260,345.53
1947 359,578.63
1948 319,881.96
1949 245,783.57
1950 184,465.98
Total $2,635,099.55

1 Principal, interest and penalty on land sale figures for 1941-1943 inclusive were taken
from State Auditor's biennial reports. Receipts covering gravel for the years 1941-1943 are
not shown as these receipts were included under minerals in the State Auditor's reports.

Table (1) shows payments into the State Treasury from
timber cut on state lands in the fiscal years indicated. Table (2)
shows statement of receipts from the sale of trust fund land, timber
and improvements and rentals from trust fund lands for the years
indicated. By adding the annual totals appearing in the column
specified as "Total to Permanent Trust Funds" in Table (1) to
the total for the corresponding years in Table (2), we may determine
the grand totals paid into the trust funds for each year. They are
as follows:

Yr. Ending June 30 Grand 'rotal

1941 $434,454.97
1942 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 476,694.72
1943 600,231.64
1944 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 911,116.25
1945 535,853.25
1946 . . . . . . . . . . . . . . . . . . . . . . . .. 754,062.38
1947 . . . . . . . . . . . . . . . . . . . . . . . . . . .. 911,007.14
1948 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 930,242.61
1949 824,665.67
1950 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 679,756.67

Receipts from timber sold by the state from state-owned lands
and from the sale of trust fund and swamp lands and the timber
from those lands for the year 1950, amounts to $679,756.67.
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In 1922, the people of Minnesota adopted the most recent consti
tutional amendment relating to the proceeds from occupation tax
on iron mining, which directed that 50 % of those receipts go to the
state general revenue fund, 40 % to the permanent school fund and
10% to the permanent University fund. Upon the basis of this
theory, many millions have been accumulated as trust funds and
invested so as to produce earnings which are distributed as aid to
schools and the University.

It is true that mineral is a depletable asset which cannot be
replaced. It is questionable whether or not timber should continue
to be treated as a wasting asset. Technological changes in the use
of wood have brought us to the point where today popple and aspen,
the fastest growing trees in the forest area, bring a high price
on the market. In 1914, when the amendment was made directing
the proceeds from timber into the trust funds, these two types of
trees were deemed worthless. In fact, even the picture with relation
to mineral deposits has very materially changed because of the
imminent probability of exploiting taconite for its iron content.

TIMBER A GROWING RESOURCE.

The State Department of Conservation, through its Forestry
Division, has done notable work in the last 50 years toward accom
pishing the regrowth and reproduction of forests, especially when
we consider the small budget they've had. Private industry, which
uses timber and pulpwood, has spent huge sums of money for the
purpose of redeveloping forest assets in this state. To the extent
that this work goes on, it is perfecty apparent that timber can
produce a much greater income than was supposed in 1914. Our
fundamental policy of placing proceeds from the sale of timber into
the trust funds, now seems to be quite out-dated in the face of these

. technological changes.
Obviously, taking money out of the general revenue fund,

which is raised from various types of taxes, and using it to promote
timber growth, the sale of which will provide money for the purpose
of enlarging the trust fund, is taxation for the purpose of enlarging
the trust fund. No one ever intended to tax the people generally to
build up trust funds.

To the extent that the potential income from timber is vastly
greater now than it was in 1914, it is proportionately more vital
that we should undertake a more vigorous, active and well financed
state forestry operation. From a sound long-term viewpoint, it
appears that the state itself is the logical organization to perpetuate
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and promote the increase of forest assets. School funds can be
enhanced and increased by a program of greater reforestation finan
ced by part of the income from the program itself. Constitutional
provisions and laws of the State of Minnesota as they operate at the
present time neither stimulate nor encourage the development of
forests.

HOW RECEIPTS ARE USED.

Let us trace the income from timber sales to see just where it
goes. For example, let us suppose that the state sells during a given
year, one million dollars worth of timber. This one million dollars
would, under present provisions, be placed in the school trust funds.
The money would be invested, pursuant to recent policies of the
Investment Council, in long term United States government bonds,
which yield 2 to 21;2 per cent. Two and a half per cent on one
million dollars is $25,000.00. So, although the sale of timber had
brought in a million dollars, the actual amount for distribution for
the children of the state through the school districts is only $25,
000.00. This is an infinitesimal amount for each student. One-half
million pupils in the State of Minnesota sharing in $25,000.00 means
only five cents per pupil. We might carry this one step further by
checking into the significance of government bonds. These bonds
are issued by the government of the United States and paid out of
taxes levied against all of the people of the United States, of whom
Minnesota citizens constitute a substantial number. So the people
of Minnesota pay the taxes which are needed to pay the interest
on the bonds.

Let us suppose we could change the fundamental provisions
now in force so that the money for school children could be invested
in the forests and timber lands of the State of Minnesota, rather
than government bonds of the United States or bonds of some other
city or state.

One alternative to the present plan could be the following:
Take the money received from the sale of timber. Instead of

putting it into trust funds, let's put one-half of it directly into
the apportionment fund for distribution to the pupils. Thus, instead
of receiving a per capita proportion of only 2% of the receipts, they
would receive a per capita proportion of 50% of the receipts. The
other half, instead of going into the trust funds would go into the
growing of additional timber, and the policing and fire protection
of state timber areas, so the production of those lands could be sub
stantially increased as the years go on, thus substantially increasing



-----~~~~~~~~
I
I
I
I

67

I
l

the annual sum available for schools. The share of one-half for
timber development could even be used in part to support a youth
forestry camp as proposed by the Governor of this state in con
junction with the Youth Conservation Program. Then, instead of
placing $500,000.00 in the hands of the government of the United
States or some other state, for which we get only $12,500.00 a year,
we would be putting our money back into education for the children,
which is repeatedly pointed to as an investment; and into forestry
lands of the state, which are likewise a sound investment for Minne
sota and its people in all walks of life. This suggestion demonstrates
the fundamental problem involved. The ultimate solution no doubt
could take anyone of a number of variations from the suggestion
made here. At least we see what might be accomplished. Constitu
tional amendment is, of course, a prerequisite to whatever is done.

RECOMMENDATION.

Since a review of Minnesota's trust fund policies and provi
sions seem to offer such a fertile field for potential change, this
committee recommends that the legislature pr.ovide for a further
and thorough-going study of all of the trust funds and their admini
stration and use. Some might argue that the proposals made here
constitute a reversion to further dedications. It must be remem
bered however, that the sale of timber from state forestry depart
ment operations is not the collection of revenue. This is not at all
like taking revenue from a totally unrelated source and dedicating
it to a specific use. Here we are confronted with the question of
utilizing proceeds from the sale of state-owned property not tax
proceeds,-it is not dedicated revenue. Rather, this is a matter of
sound businesslike administration of a state activity. One might
compare this to operation and management of extra-curricular and
non-academic activities at the University of Minnesota such as the
Coffman Memorial Union and the various athletic programs. The
income from these operations are obviously not proceeds from
taxes-they are receipts from state activities, which are turned
back into the furtherance of that state activity.
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hnmediate Tax Problems

Although this report has not dealt with every kind of State tax,
the foregoing is mainly concerned with the long-time policies as to
those taxes which we have been able to study and consider.

The immediate problems confronting the 1951 Legislature will
be largely determined by what the budget problems are. The most
difficult task will be to accomplish agreement on the budget, or
spending aspect at this time. As we have stated above, with defense
and military preparations assuming the greatest importance, other
spending must be curtailed. The national administration will doubt
less play down domestic spending' and costly social innovations,
and the State should even more drastically curtail its desires to
increase costs.

At various times during the two year interim, this committee
has sought information from the Department of Administration so
as to keep abreast of the financial developments. During the past
year revenues showed a marked tendency toward l'eceipts at sub
stantially higher levels than originally estimated. At the same
time, spending by the various state departments and bureaus showed
a tendency to be less than anticpiated. During the calendar year
1949 and up to May of 1950, costs of food, clothing, supplies, etc.,
were less because prices dropped below those prevailing in 1948.
The last six months very drastically reversed this trend.

In September, 1949, when this committee first met, the Admini
stration Department estimated that the free balance in the General
Revenue Fund by June 30th, 1951, would be approximately $8,000,
000.00 In January of 1950 the same Department informed this
committee that the General Revenue Fund balance on June 30th,
1951, would very likely be approximately $11,000,000.00. On
August 31st, 1950, the Administration Department made another
estimate, and then said the free balance on June 30, 1951, would
be $13,600,000.00.

In the 1949 session, the state budget was increased by $34,000,
000.00 over and above the budget for the preceding biennium. This
huge increase was financed by the following process:

General Revenue Surplus $21,000,000
Supplement from Income Tax School Fund. . . . . . . . . . . . .. 6,000,000
Increased Cigarette Tax.............................. 2,000,000
Transferred miscellaneous balances and state property levy 5,000,000

$34,000,000

From the latest estimates of the Department of Administration
given to this committee it appears, at the time of writing this report,
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that the 1951 Legislature, if it appropriates the same amount of
money for a state budget as was appropriated in 1949, and retains
the same taxes and same state levy as did the 1949 Legislature, will
find that it lacks $14,000,000 of being able to finance its spending
program. By referring to the foregoing fig'ures, it will be seen that
without the $6,000,000 of income tax money, and with a General
Revenue surplus of about $13,600,000 instead of $21,000,000 as
there was two years ago, the difference is the $14,000,000.001 above
mentioned.

On December 20th this committee asked for more recent infor
mation; but the Department of Administration stated it c;ould re
lease no figures until after the Governor delivers his budget message
to the incoming legislature. Therefore, the estimates here may differ
from those given in the Governor's message.

During the present biennium which ends June 1, 1951, the
state will have received into the General Fund exclusive of transfers
approximately $110,000,000. During the same period it appro
priated out of that fund $131,527,383, but will have spent ap,proxi
mately $123,000,000.80 on a current basis, if there had been no
revenue surplus nor any fund transfer upon which to rely, the state
actually spent approximately $13,000,000 more from the General
Revenue Fund than it received into that fund during the biennium.

For the immediate revenue needs, a modification of statutory
dedications of revenue, plus the probable increases in yields of iron
ore taxes and railroad gross earning taxes during the coming two
years, will make possible the balancing of the budget at the same
level as the present biennium, or higher, without any increased
rates or new kinds of taxation. This could be accomplished even
though increased costs due to necessary wage and salary increases
must be made, since all of the money appropriated in 1949 was not
used.

If the 1951 Legislature shows an irresistibe urge to spend $25,
000,000 to $30,000,000 more than was appropriated in 1949, then
no patchwork of selective taxes such as beer, natural gas, etc., can
possibly meet the problem. If such spending is demanded without
changing dedication policies, the ultimate solution is a new
tax, whether adopetd now or by some legislature two or foul' years
hence. Any attempt to single out certain commodities for new or
adoded taxes is simply a device to avoid calling them sales taxes.

1 On December 20th this committee ask.d for more recent Information, but the Depul'tment oC
Administl'ation stated it could release no flgul'es until after the Governor delivers his budget
message. to the incoming- legis:ature. '.fhel'efol', the estimates here may differ from those given
in the Governor's message.
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Minnesota's Tax Policy in General
The tax system of Minnesota has grown over many years and

has been revised from time to time in the light of the experience
gained in the administration and operation of the various tax laws.
Much can be said both for and against our tax policies as a State.
n is fundamental, however, that the poitical thinking of the people
will bear heavily upon the nature of the tax policies adopted by any
particular Legislature.

In this respect it is notable that Minnesota, like Wisconsin,
has developed in its tax system, strong characteristics and tenden
cies to place the tax burden upon those who appear most able to pay.·
In some respects this tendency has been pursued to an extreme
point, but in the last ten years, like the Federal government, Minne
sota has adopted taxes which spread out, covering a broader base,
and reach many more people.

Everywhere there has been displayed more willingness to
adopt 'taxes as a means of accomplishing social and economic
changes through the redistribution of accumuated wealth or the
redirection of current wealth, or a combination of both. While the
social effects of this tendency up to date can be pointed to with a
certain feeling of accomplishment and satisfaction, it has now
been demonstrated in England that the use of punitive or confisca
tory taxation is short-lived and cannot be depended upon as a long
time tax policy.

Noone likes to pay taxes, so those taxes which appear to fall
heavily upon the greatest number of people are always the most
unpopular politically. Certainly so long as Minnesota does not face
drastic needs such as were developed by the depression of the 1930's,
the politically unpopular general sales tax will not be adopted.

A study made by the Minnesota Institute of Governmental
Research in 1947 indicated that although Minnesota has a lesser
ability to pay for governmental services, as measured by per capita
income, our state ranks nearly the highest in the middle west in
amount per capita spent by government. While it may be debatable
whether or not the conclusions arrived at in that study are justified,
it would be quite difficult to show that Minnesota is spending any
less than other midwest states on a per capita basis. Regardless of
the expenditures, the comparative table on taxes on page 11 of this
report shows that as a state we obtain the money for financing our
expenditures less from excise or sales taxes than does the average

-----===.::::;;~-....-__J
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state. We obtain about 44% of our revenue from sales taxes such
as gasoline, auto license, alcohol, and tobacco while the average
for the other states is over 60% from sales and excise taxes.

It remains to be seen whether the cumulative weight of special
group-sponsored spending at the state level can produce the same
startling result as would some great over-all debacle like another
depression and force the adoption of a sales tax; or if the people of
the state will, before that point, demand of their legislators a
definite turn to government economy and reduced spending.

Summary:

The Committee makes the following recommendations-
1. Establish in the State Department of Taxation a well

staffed property valuation division and direct the dep~rt

ment to establish valuations for all the districts in the
state, based upon samplings, such valuations hereafter
to be used as the basis for distributing state aids which
are now measured by local assessed valuations.

2. State to get out of the field of property taxation.
3. Abolish the household property tax.
4. Establish a new classification for inventories as personal

property to be assessed at 30 % of full and true and reduce
this classification by 5% each two years until the tax
inventories is wiped out.

a) Replace loss of revenue to school districts by re
imbursing them out of income tax surplus.

b) Broaden local taxing powers for municipalities so
as to re-imburse them for loss of tax on inventories.

c) Consider a new form of taxation to replace personal
property tax on inventories.

5. Do away with income tax surplus by either-
a) Doing away with dedication, or
b) Reducing rates of tax on income.

6. Reduce flight property and aviation gasoline taxes after
1957 when present obligations are retired.

7. Establish a study group to reconsider and restudy the
whole state system of aeronautic taxes.

8. Reduce rates of tax on liquor and wines when possible, so
as to get in line with other states.



72

-

9. Take steps immediately to change provisions of trust"funds
relating to receipts from sales of timber.

10. Establish a study committee to thoroughly review Minne
esota's Trust Fund policies.

11. Establish a definite rate of taxation upon the occupation
of iron mining and cease raising or threatening to raise
the rate each two years.

a) Study possibility and advisability of re-writing labor
credit statute so as to measure tax credit by some
formula which would take more than labor costs into
consideration, e. g. percentag'e recovery of ore.

b) Stabilize policy of taxation of taconite concentrate.
c) Abolish Iron Range Resources and Rehabilitation

Commission.
12. Establish definite rate of iron ore royalty tax, keeping it

in line with occupation tax.
13. Make best full use of existing taxes before enacting any

new ones.
14. Continue study of State Tax System next intermin and

thereafter so as to provide Legislature continuously with
best possible information on all tax subjects.

This Report is Respectfully Submitted To
THE FIFTY-SEVENTH MINNESOTA LEGISLATURE.

LEGISLATIVE TAX RESEARCH COMMITTEE
By-Frederick P. Memmer, Chairman

Wm. L. Dietz, Vice Chairman
Harold R. Anderson, Secretary
Roy E. Dunn
Donald O. Wright
A. B. Anderson
Gordon Rosenmeier
Helmer Myre
Michael R. Moriarity
George L. Siegel
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Appendix
"ABILITY TO PAY" STUDY

This committee was concerned as to whether these aids were
serving the purposes for which they were intended and especially
if ability to pay was actually followed in the distribution. Some
of the state aids are determined on formulas based upon assessed
valuation or tax levies. The latter in turn reflects the policy as to
assessed valuations.
Comparison of Aids and Assessed Valuation Formula

We have, therefore, prepared Table I showing the percentage
each county has of total state assessed valuation (Column A).

Table I
The Ability to Pay of the Various ~ounties Measured by an Aver
age of 6 Factors (based on a Percentage of the Total) Compared
with 1950 State School, Welfare, and Highway Aids for each

County (based· on a Percentage of the Total).

I

Hennepin .
Ramsey .
St. Louis .
Stearns .
Olmstead .
Blue Earth .
Mower .
Otter Tail .
Winona .
Dakota .
Freeborn _ .
Polk .
Goodhue .
Martin .
Clay .
Rice .
Brown .
Lyon .
Nobles .
Kandiyohi .
Washingt!>n .
Fairbault .
Itasca .
Renville .
Crow Wing .
Redwood .
Wright ~ .
McLeod .
Steele : .
l"illmore " '"
Anoka .
Carlton .

A.
Percentage of
1949 As.essed

Valuation
To State Total

26.776
16.262

6.623
1.690
1.466
1.620
1.681
1.276
1.367
1.029
1.171
.964

1.071
1.123

.723
.836
.824
.873

1.013
.872
.694
.871
.667
.938
.607
.802
.786
.789
.766
.826
.432
.626

B
Percentage

of 1960 School
and VVeUare Aids

To State Total

17.93
7.42
7.74
2.01
1.22
1.10
1.29
1.94
1.01
1.48
1.04
1.33
1.00

.78
1.09
.87
.60
.74
.66
.99

1.13
.90

1.92
.86

1.44
.79
.98
.69
.69

1.08
1.30
1.13

C
Proportionate

Ablllty To Pay
% of Total

Proposed
Formula

27.696
16.013
6.666
1.747
1.702
1.463
1.437
1.294
1.261
1.228
1.096
1.096
1.009

.968

.914
.897
.891
.88<1
.876
.864
.830
.812
.812
.799
.796
.782
.731
.711
.692
.691
.613
.611
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TABLE I (cont'd.)

A
Percentage of
1949 Assessed

Valuation
To State Total

.611

.596
.584
.581
.581
.574
.567
.558
.551
.547
.546
.528
.521
.514
.509
.486
.477
.475
.474
.473
.466
.456
.455
.448
.419
.398
.394
.393
.385
.379
.366
.364
.359
.357
.354
.352
.345
.340
.336
.335
.328
.324
.314
.289
.274
.261
.237
.213
.212
.203
.178
.163
.141
.101
.086

Proportionate
Ability To Pay

% of Total
Proposed
Formula

.52

.87

.65
051

1.22
.60
.63
.48
.56
.70

1.25
1.26

.44

.70

.42

.32

.44

.41

.55

.39

.44

.51
1.32

.75

.43

.38
1.18

.55

.60

.43

.55

.52
1.07
.37
.47

1.57
.52
.70
.36
.38
.57
.91
.41

1.10
.56
.27
.69
.54
.44
.73
.49
.32
.46
.38
.18

B
Percentage

of 1950 School
and Welfare Aids

To State Total

.716
0631
.610
.358
.534
.659
.722
.603
.624
.610
.346
.478
.622
.508
,.739
.626
.660
.505
.528
.571 
.457
.569
.355
.382
.428
.485
.295
.379
.329
.409
.478
.318
.283
.407
.335
.195
.478
.288
.363
.428
.311
.254
.309
.130
.243
.309
.199
.214
.151
.102
.069
.191
.104
.067
.104
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Jackson
Douglas
Chippewa
Beltrami
Morrison
Cottonwood
YEllow Medicine
Pipestone
LeSueUJ'
Meeker
Becker
Todd .
Carver ... 0. 0. 00..
Swift
Murray ... 0. 0 •••••

Rock
Sibley
Nicollet
Wabasha ..
Waseca
Watollwan 0"

Lac Qui Parle
Koochiching
Marshall
Scott
Stevens
Pine
Benton. .. . 00 •••••••••

Pennington
Houston
Pope
Norm:m
Mille Lacs
Wilkin
Kittsoll
Cass
Dodge
Wadena
Big Stone
Lincoln
Chisago 0000 .. 0.. 0. 0"
Roseau .... 0. 0.• 00.. 0. o ••

Grant .. 0.0 •.. 00o.
Aitkin 0. 0o. 000000
Isanti 0.000. 0. 0. 00000
Traverse 00 00 ...•. 0. 0.
Hubbard .0.000 .. 0.0 ..
Kanabec .. .00 .. 0.0. 0.• ·· 000
Sherburne. . . . .. 0. 00.. 0.. 0..
Clearwater 0 •

Lake 0·0.· 00000
Red Lake.. .. 0.·.·00.0·0.
Mahnomen 0.... 0.0. 0.0 •.. 0000.
Lake of the Woods '0' ••

Cook .00 ... 0.. 000000000.00000.
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Assessed valuations is main basis for determining "equalization"
aids for school and special grants to distressed counties for welfare
grants. However, most of the state aids are on a matching basis
such as social security aids or direct grants based on the number of
pupils going to school.

In Column B we show the percentage each county actually
received of the total aids for welfare and education. Detail is shown
in Table rr for school, welfare and highways aids. Highway aid
was not shown in Table I as these aids are not distributed on the
basis of assessed valuation and are thrown out of balance by the
limitation of not more than 3% to any single county and with %,
of 1% minimum for any county. Column C presents the percentages
under -the proposed formula for aid which is discussed later. The
counties are ranked from the largest to lowest percentage as deter
mined by the proposed· formula.

School and welfare aids are based to a minor extent on assessed
valuation but on the whole one would assume that the percentage of
aids for these two purposes would appromixate the percentage each
county has of the assessed valuation. This is far from the case, as
a study of Columns A and B shows that 51 counties received a
greater percentage of aid than their assessed valuation percentage
would indicate that they deserve. It is usual that counties like
St. Louis, Stearns, Ottertail, Dakota, Polk, Fillmore, Clay, and
Washington should receive greater aids. Ten counties-Itasca,
Morrison, Crow Wing, Todd, Anoka, Marshall, Wadena, Isanti,
Kanabec, and Sherburne received over twice as much as they were
entitled to under the assessed valuation formula. Twelve counties
receive three times as much. These are Becker, Koochiching, Pine,
Mille Lacs, Roseau, Hubbard, Cass, Aitkin, Mahnomen, Clearwater,
Lake and Lake of the Woods.

Such a condition can only be explained by poorly designed
state aid laws and by a definite policy of under assessment by many
of these counties so as to obtain a greater share of state aids. Such
a statement probably does not apply to the fifteen poorer counties
listed at the bottom of the table, as they are given special considera
ion by the Governor's Legislative Advisory Committee.

This Table I certainly indicates that the legislature should give
consideration to some other type of formula that would measure
more accurately the relative ability to pay of the various counties.



TABLE 11
Total School, Welfare, and Highway State Aids Received by Each County for Fiscal Year 1950 (School and Welfare) and-:I
Calendar Year 1950 (Highways) and the Percentage of These Aids Received by Each County to Total School, Welfare, and 0')

Highway Aids.

Total Total Total Total State Percentage
State Percentage State Percentage State Percentage School of Total

School Aids of Total Welfare Aids of Total Highway Aids of Total Welfare School, Welfare
1950' Sehool Aids 19501 Welfare Aids 1950' Highway Aids & Highway Aids Highway Aids

Aitkin ........... $ 473,393 1.04 $ 187,482 1.32 $ 92,314 1.01 $ 753,189 1.09
Anoka ........... 684,288 1.50 96,768 .68 69,655 .76 850,711 1.23
Becker ........... 494,666 1.08 255,430 1.80 102,415 1.12 852,511 1.23
Beltrami ......... 666,506 1.46 240,647 1.70 178,328 1.95 1,085,479 1.57
Benton ........... 275,717 .60 54,996 .39 77,401 .85 408,115 .59
Big Stone ........ 175,555 .38 41,968 .30 76,734 .84 294,257 .43
Blue Earth ...... 518,833 1.13 137,039 .97 150,811 1.65 806,684 1.17
Brown ........... 280,085 .61 79,370 .56 90,356 .99 449,811 .65
Carlton .......... 568,483 1.24 108,106 .76 88,400 .97 764,988 1.11
Carver ........... 191,857 .42 71,945 .51 70,990 .78 334,792 .48 >Cass ............. 639,278 1.40 303,812 2.14 155,266 1.70 1,098,356 1.59
Chisago ........... 272,381 .60 66,771 .60 73,315 .80 463,877 .67 "tl

"tl
Chisago ..... , ..... 227,381 .60 66,771 .47 78,400 .86 417,552 .60 l':l
Clay ............. 554,705 1.21 98,356 .69 99,655 1.09 752,715 1.09 Z

t:lClearwater 316,583 .69 120,163 .85 81,002 .88 517,747 .75 ....
Cook ............. 83,858 .18 22,963 .16 66,292 .72 173,113 .25 ><
Cottonwooc. ...... 307,959 .67 51,337 .36 87,615 .96 446,911 .65
Crow Wing 723,392 1.58 136,940 .96 100,767 1.10 961,099 1.39
Dakota .......... 737,585 1.61 150,350 1.06 112,616 1.23 1,000,551 1.45
Dodge ............ 255,925 .56 54,440 .38 74,401 .81 384,765 .56
Douglas ......... 414,586 .91 107,675 .76 89,214 .97 611,474 .89
Faribault ......... 446,847 .98 90,455 .64 101,477 1.11 638,779 .92
Fillmore ......... 502,966 1.10 141,108 .99 138,264 1.51 782,338 1.13
Freeborn ......... 520,676 1.14 101,565 .72 120,974 1.32 743,215 1.08
Goodhue ......... 481,541 1.05 119,639 .84 111,198 1.21 712,378 1.03
Grant ............ 203,104 .44 41,965 .30 73,795 .81 318,863 .46
Hennepin ......... 7,112,218 15.56 3,629,185 25.57 274,429 3.00 11,015,832 15.94
Houston ......... 204,157 .45 52,123 .37 88,717 .97 344,997 .50
Hubbard ......... 334,673 .73 76,137 .54 107,182 1.17 517,991 .75
Isanti ............ 253,007 .55 80,999 .57 70,301 .77 404,807 .59
Itasca ............ 999,217 2.19 151,384 1.07 176,572 1.93 1,327,173 1.92

1 Fiscal Year ending June 30, 1950.
• Calendar Year 1950.
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TABLE II (Continued)
Total School, Welfare, and Highway State Aids Received by Each County For Fiscal Year 1950 (School and Welfare) and
Calendar Year 1950 (Highways) and the Percentage of These Aids Received by Each County To Total School, Welfare, &

Highway Aids.

Total Total Total Total Perce;ntage
State Percentage State Percentage State Percentage State of Total

School Aids of Total Welfare Aids of Total Highway Aids of Total School School, Welfare
1950

'
School Aids 1950

'
Welfare Aids 1950' Highway Aids & Highway Aids Highway Aids

Jackson ........... $ 278,064 .61 $ 36,163 .25 $ 79,715 .87 $ 393,942 .57
Kanabec ......... 240,810 .53 83,057 .59 . 69,463 .76 393,330 .57
Kandiyohi ...... -. 467,523 1.02 128,164 .90 105,802 1.16 701,489 1.02
Kittson .......... 222,178 .49 58,348 .41 94,855 1.04 375,381 .54
Koochiching 490,225 1.07 301,589 2.12 138,815 1.52 930,629 1.35
Lac Qui Parle .... 235,235 .51 67,456 .48 86,652 1.06 399,343 .58
Lake ............. 244,721 .54 46,672 .33 72,226 .79 363,619 .53
Lake of the Woods 173,318 .38 55,618 .39 95,325 1.04 324,261 .47
LeSueur . . . . . . . . . 266,645 .58 69,155 .49 80,830 .88 416,631 .60
Lincoln ........... 191,681 .42 37,345 .26 69,103 .75 298,129 .43
Lyon ............. 366,458 .80 75,191 .53 133,408 .46 575,058 .83
McLeod . . . . . . . . . . 285,669 .62 69,168 .49 104,404 1.14 459,241 .66
Mahnomen ...... - 220,029 .48 58,291 .41 76,958 .84 352,279 .61
Marshall '" _ ..... 367,247 .80 83,922 .59 144,803 1.68 595,972 .86
Martin .......... . 418,185 .91 48,442 .34 104,585 1.14 571,213 .83
Meeker ........... 343,948 .75 74,184 .52 90,826 .99 508,958 .74
Mille Lacs ........ 481,497 1.05 159,345 1.12 78,399 .86 719,242 1.04
Morrison - ........ 589,002 1.29 144,242 1.02 98,000 1.07 831,244 1.20
Mower ........... 629,341 1.38 140,956 .99 131,248 1.43 901,545 1.31
Murray .......... 208,436 .46 43,839 .31 78,815 .86 331,090 .48
Nicollet .......... 204,385 .45 42,703 .30 67,655 .74 314,743 .46
Nobles ........... 314,481 .69 75,952 .54 91,647 1.00 482,081 .70
Norman .......... 260,460 .57 53,261 .38 120,867 1.32 434,588 .63
Olmstead ........ 579,145 1.27 149,728 1.05 132,965 1.45 861,838 1.25
Otter Tail ........ 984,809 2.15 180,149 1.27 225,898 2.47 1,390,856 2.01
Pennington ....... 282,015 .62 76,551 .54 81,012 .88 439,578 .64
Pine ............. 532,038 1.16 177,253 1.25 130,085 1.42 839,376 1.22
Pipestone . . . . . . . . 236,238 .52 51,986 .37 63,730 .70 351,954 .51
Polk ............. 634,161 1.39 161,572 1.14 192,935 2.11 988,668 1.43
Pope ............. 263,360 .58 63,565 .45 66,864 .73 393,789 .57
Ramsey . _ ........ 3.205,528 7.01 1,239,226 8.73 264,786 2.89 4,709,540 6.82

1 Fiscal Year ending June 30, 1950.
• Calendar Year 1950.
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TABLE II (Continued) -::I

Total School, Welfare, and Highway State Aids Received by Each County For Fiscal Year 1950 (School and Welfare) and 00
Calendar Year 1950 (Highways) and the Percentage of These Aids Received by Each County To Total School, Welfare, &

Highway Aids.

Total Total Total Total State Percontage
State Percentage State Percentage State Percentage School of Total

School Aids of Total Welfare Aid. of Total Highway Aids of Total Welfare School, Welfare
1950' School Aids 1950' Welfare Aid. 1950' Highway Aids 8< Highway Aids Highway Aids

Red Lake ....... , $ 166,476 .36 $ 23,995 .17 $ 65,880 .72 $ 256.350 .37
Redwood ......... 409,933 .90 63,803 .45 104,997 1.15 578;733 .84
Renville ......... 397,761 .87 108,518 .76 117,970 1.29 624,248 .00
Rice ............. 392,378 .86 128,985 .91 94,715 1.03 616,078 .89
Rock . . . . . . . . . 169,054 .37 23,931 .37 71,240 .78 264,225 .SR
Roseau ........... 466,200 1.02 805,535 .57 131,920 1.44 678,655 .98
St. Louis . . . . . . . . 3,384,554 7.40 1,255,046 8.84 271,095 2.96 4,910,694 7.11
Scott . . . . . . . . . . . . 208,761 .46 50,917 .36 58,875 .64 318,553 ,46
Sherburne ........ 213,238 .47 53,012 .37 71,450 .78 337,701 ,49 >Sibley ........... 209,421 .46 55,()45 .39 68,112 .74 333,179 ,48 "d
Stearns ........ 927,378 2.03 273,776 1.93 188,704 2.06 1,389,859 2.01 "d

t:::.l
Steele ........... 313,594 .69 41,223 .29 79,399 .87 434,216 .63 Z
Stevens ...... 191,416 .42 34,398 .24 75,268 .82 301,082 .44 t:l....
Swift ..... 342,039 .75 75,656 .53 81,824 .89 499,518 .72 ><
Todd .. ......... 588,897 1.29 164,600 1.16 111,126 1.21 864,623 1.25
Traverse . . .. .... 138,846 .30 23,539 .17 78,162 .85 240,547 .35
Wabasha ......... 247,404 .54 80,486 .57 109,955 1.20 437,845 .63
Wadena .......... 361,607 .79 56,349 .40 76,076 .83 494,032 .72
Waseca .......... 196,946 .43 33,574 .24 72,015 .79 302,535 .44
Washington ..... 558,871 1.22 120,487 .85 77,915 .85 757,272 1.10
Watonwan ....... 222,264 .49 39,974 .28 63,730 .70 325,968 .47
Wilkin . . . . . . . . . . . 194,240 .42 29,315 .21 73,474 .80 297,029 .43
Winona ........ 444,370 .97 160,865 1.13 139,886 1.53 745,121 1.08
Wright ....... 459,422 1.00 125,852 .89 111,685 1.22 696,959 1.01
Yellow Medicine 294,827 .64 80,518 .57 97,864 1.07 473,209 .69----_.

Total .... $45,716,042 99.98 $14,194,493 99.94 $9,154,875 100.Q1 $69,065,410 9!l.9n

1 Fiscal Year ending June 30, 1950.

"Calendar Year 1950.
-- --- -_....
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TABLE III
A Measurement of Ability To Pay

Based on an a~erage of the percentages each county bears to the state total of the five factors listed below.

1
1950

Population

Aitkin " .481
Anoka . . . . . . . . . . .. 1.198
Becker .. .825
Betrami . . . . . . . . . . .. .838
Benton .535
Big Stone .323
Blue Earth 1.288
Brown .872
Carlton . . . . . . . . . . .. .826
Carver '. .613
Cass ,......... .644
Chippewa . . . . . . . . . . .563
Chisago . . . . . . . . . . .. .425
Clay 1.006
Clearwater . . .. . . . .. .342
Cook .097
Cottonwood . . . . . . .. .531
Crow Wing 1.034
Dakota . . . . . . . . . . .. 1.653
Dodge .425
Douglas . . . . . . . . . . .. .715
Faribault .804
Fillmore .824
Freeborn . . . . . .. 1.161
Goodhue 1.081
Grant .321
Hennepin 22.561
Houston .486
Hubbard . . . . . . . . . .. .374
Isanti ..... . . . . . . . .. .408

2
1949

Assessed
Value

.130

.452

.346

.358

.379

.363
1.620

.824

.625

.622

.195

.610
.311
.723
.102
.121
.659
.507

1.029
.478
.631
.871
.826

1.171
1.071

.309
26.776

.409

.19~

.243

3
1948

Personal Net
Income Tax
Assessment

.075

.319

.219

.273

.091

.308
1.257
.909
.350
.310
.109
.476
.137
.908
.050
.026
.621
.455
.992
.154
.330
.720
.414
.968
.759
.269

35.845
.203
.077
.104

4
1949

Estimated
Retail
Sales

.302

.397

.501

.702
.351
.345

1.536
.830
.594
.632
.322
.573
.279
.736
.183
.079
.441
.924

1.020
.257
.566
.732
.573

1.005
.982
.261

29.177
.308
.222
.250

5
1949

Motor Vehicle
Registration

Revenue

.456

.700

.838

.732

.607

.341
1.562
1.018
.659
.536
.489
.699
.490

1.199
.336
.107
.617

1.056
1.444
.411
.738
.931
.820

1.176
1.154
.409

24.118
.491
.313
.365

6
Average

of 5
Columns

.289

.613

.546

.581
.393
.336

1.453
.891
.611
.521
.352
.584
.328
.914
.203
.086
.574
.795

1.228
.345
.596
.812
.691

1.096
1.009

.314
27.695

.379

.237

.274

~
~
8
><

...:J
~
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TABLE III (Continued)
00

A Measurement of Ability To Pay 0

Based on an average of the percentages each county bears to the state total of the five factors listed below.

2 3 4 5 6
1 1949 1948 1949 1949 Average

1950 Assessed Personal Net Estimated Motor Vehicle of 5
Population Value Income Tax Retail Registration Columns

Assessment Sales Revenue

Itasca .............. 1.113 .657 .463 .790 1.038 .812
Jackson ............ .550 .716 .724 .386 .679 .611
Kanabec ............ ~310 .214 .068 .187 .286 .213
Kandiyohi .......... .961 .872 .661 .772 1.002 .854
Kittson ............ .324 .336 .479 .281 .350 .354
Koochiching . . . . . . . . .568 .335 .326 .484 .564 .455
Lac Qui Parle ....... .489 .569 .347 .337 .540 .456
Lake ............... .262 .069 .160 .207 .190 .178 :>Lake of the Woods " .652 .067 .040 .083 .149 .101
Le Sueur .642 .624 .420 .439 .628 .551 "d........... "d
Lincoln ..... "., ..... .343 .428 .317 .207 .379 .335 tz:1
Lyon .748 .873 1.032 .777 .969 .880 Z............ " t:lMcLeod ........•• 0. .748 .789 .552 .633 .833 .711 .....
Mahnomen .236 .104 .057 .123 .187 .141 X..........
Marshall ........... .546 .382 .412 .320 .579 .448
Martin ............. .l,61 1.123 .971 .810 1.026 .958
Meeker ............. .638 .610 .365 .465 .656 .547
Mille Lac ........... .509 .282 .132 .397 .476 .359
Morrison ........... .866 ..534 .251 .529 .723 .581
Mower ............. 1.422 1.681 1.317 1.432 1.332 1.437
Murray ............ .498 .739 .478 .309 .521 .509
Nicollet ............ .706 .505 .273 .327 .565 .475
Nobles ............. .754 1.013 1.075 .730 .809 .876
Norman ............ .433 .318 .306 .309 .453 .364
Olmsted ............ 1.596 1.455 1.971 1.803 1.684 1.702
Otter Tail ........ " 1.722 1.276 .769 1.073 1.629 1.294
Pennington ......... .436 .329 .232 .439 .491 .385
Pine ............_ .. .613 .285 .101 .389 .583 .394
Pipestone ........... .472 .603 .614 .506 .594 .558
Polk ............. " 1.206 .964 1.093 .963 1.253 1.096



TABLE III (Continued)
A Measurement of Ability To Pay

Based on an average of the percentages each county bears to the state total of the five factors listed below.

2 3 4 5 6
1 1949 1948 1949 1949 Average

1950 Assessed Personal Net Estimated Motor Vehicle of 5
Population Value Income Tax R~taiJ Registration Columns

Assessment Sales Revenue

Pope ........... , .. .432 .478 .226 .267 .427 .366
Ramsey ............ 11.924 16.262 17.715 17.976 11.189 15.013
Red Lake ........... .229 .191 .057 .146 .191 .1628
Redwood ............. .745 .802 .881 .617 .864 .782
Renville ......... .806 .938 .629 .625 .999 .799
Rice ... . .......... 1.221 .836 .654 .863 .911 .897
Rock ............... .380 .626 .669 .303 .454 .486 >Roseau ........... .438 .253 .192 .282 .407 .324 '"d
St. Louis ........ 6.916 6.523 5.978 7.932 5.980 6.666 '"d

to.:l
Scott _ ........... .555 .432 .228 .377 .502 .419 Z
Sherburne .......... .358 .151 .074 .196 .280 .212 ~-Sibley ........... .533 .660 .279 .345 .567 .477 x
Stearns .......... '" 2.373 1.590 1.102 1.759 1.910 1.747
Steele .............. .712 .756 .644 .651 .697 .692
Stevens ............ .375 .485 .368 .323 .438 .398
Swift ................ .533 .508 .497 .414 .619 .514
Todd ............... .856 .478 .182 .479 .646 .528
Traverse .......... .272 .309 .211 .209 .306 .261
Wabasha ........... .569 .528 .335 .427 .510 .474
Wadena ............ .429 .288 .171 .361 .450 .340
Waseca ............ .503 .571 .386 .399 .504 .473
Washington ....... " 1.158 .694 .712 .692 .896 .830
Watonwan ......... .468 .457 .468 .422 .513 .466
Wilkin ....... .354 .407 .372 .236 .417 .357
Winona ........... 1.340 1.357 1.086 1.291 1.180 1.251
Wright ..... .933 .786 .366 .606 .963 .731
Yellow Medicine .... .546 .722 .525 .417 .624 .567

00....

.J



Possible Formula
In Table III is worked out a broader formula to determine

the relative ability to pay of the 87 counties. In addition to assessed
valuation we have added four other factors to a new formula,
namely: population, retail sales, personal income tax payments
and motor vehicle registration revenue. The percentage of these
five factors are averaged to obtain a percentage figure that each
county should receive of all state grants.
Comparison Between Old and New Formula

This figure should indicate the percentage of total state aids
that the county should receive if such a distribution w~re shared
or returned on the basis of ability to payor ability it has to support
its own local government. It was found by comparing Columns A
and C that the new formula changed the ability to pay pattern of
the 87 counties quite drastically from the traditional assessed
valuation method. Forty-one counties show higher percentage of
ability to pay than is now reflected by assessed valuation alone.
Eleven counties would have substantially more ability to pay. They
are, Crow Wing, Anoka, Beltrami, Becker, Koochiching, Mille Lacs,
Cass, Aitkin, Sherburne, Clearwater, Lake and Lake of the Woods.

Forty-six counties have less ability to pay than that indicated
by their assessed valuations alone. Twenty-four of these are mate
rially less able, and they are: Blue Earth, Carver, Cook, Dodge, Fill
more, Jackson, Lac Qui Parle, Le Sueur, Lincoln, Martin, Meeker,
Mower, Murray, Nobles, Pope, Red Lake, Renville, Rock, Sibley,
Stevens, Wabasha, Waseca, Winona and Yellow Medicine. These
counties showing materially less ability to pay are apparently over
assessing their property and are thus being penalized under the
present state aid system.
Comparison Between New Formula and Aids Received

Some rather strange conditions come to light as one now
compares Column C of Table I page 73 with Column B. A study of
Columns Band C shows that sixty-one counties actually received a
larger percentage of these two state aids than the ability to pay
percentage indicates they deserve. Sixteen counties re~eived less
than they deserve, while Martin, Brown, Nobles, Pipestone, Carver,
Murray and Rock received substantially less.

Of the three first class counties only St. Louis county received
more than its proper share while Hennepin and Ramsey received
substantially less. This is difficult to explain and one wonders
whether the legislature contemplated any such result when it
developed its state aid program.

Twenty-one counties received at least 100% more than tlle

82· ApPENDIX
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formula would indicate that they deserved. Some aids are based
on conditions of financial distress in which cases it would be expected
that they receive more than the formula shows. It has been the
policy of the Legislative Advisory Committee to allow special wel
fare grants for distressed counties for a number of years. We there
fore assume that such counties as Aitkin, Cass, Clearwater, Cook,
Hubbard, Isanti, Kanabec, Koochiching, Lake, Lake of the Woods,
Mahnomen, Mille Lacs, Pine and Roseau would receive at least 100%
more than the ability to pay formula would indicate. The table
shows this to be true.

Aside from these distressed counties, however, there are 8
counties receiving more than double the amount to which they are
entitled. They are Itasca, Anoka, Becker, Todd, Morrison, Wadena,
Sherburne and Red Lake.

Conclusion

Certainly, this evidence shows that the entire policy in respect
to granting state aids needs revision if equity is to prevail. This data
indicates the need of a drastic revision of the aid law formulas for
measuring the need of each county for state financial assistance.

How can anyone justify sixty-one counties obtaining more aid
than they are entitled to under the proposed formula? It appears
that Ramsey, Hennepin and a few other counties are carrying the
burden for the remaining two-thirds. If highway aids were included
in these calculations the situation would be worse as the highway
grant to each of the larger counties is limited to a maximum of 3%.

It is true much of the inequity in the present aid policy would
be corrected if assessed valuationsthroughout the state were equal
ized. The county assessor system will assist in correcting this con
dition but this will take five or six years. In addition, the state tax
department needs greater equalization powers as well as a much
larger field staff and it is so recommended.
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REPORT OF COMMITTEE ON MINING AND TAXATION

SPECIFIC RECOMMENDATIONS

I I.
No present increase in advocated in Occupation or Royalty

Taxes.
II.

No present change is recommended in the Taconite Tax Law.

III.
A study should be made as to the feasibility of amending the

Labor Credits Law to provide greater deductions for labor costs
against the Occupation Tax. If such study should reveal that such
an amendment would result in additional employment and provide
a greater incentive to mine the lower grade ores, then it is recom
mended that such an amendment be adopted.

IV.
Consideration should be given to modify the present Stock

Pile Tax Law, providing a study should disclose that such modifi
cation would tend to increase employment in underground mining
during the winter months. This would involve an amendment to
the present Stock Pile Tax Law, providing for a greater period of
time that the ore could be stockpiled and still be classified as un
mined ore for taxation purposes.

GENERAL RECOMMENDATIONSi

I.
Iron ore should not be singled out for taxation purposes simply

to provide greater revenue for the state or its subdivisions. If higher
costs in the operation of local governments and school districts
require that additional revenues be obtained, then any tax increase
to obtain such needed revenues should be across the board and
affect all properties.

II.
Conferences between the iron ore industry, labor, and the

public should be held to discuss the effect of the depletion of high
grade ore and the coming production of taconite upon the economy
of the Iron Range area. Such conferences, if all the facts are dis
cussed freely and openly, should result in rcommendations as to
changes in local government administration which should ultimately
mean a reduction in taxes to the private property owner.

r
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III.
Measures should be adopted to provide for the conservation

of the high grade ore deposits, whether by means of modification
of the tax system or otherwise, in order that a substantial supply
of high grade ore may always be on hand in the event of a national
emergency.

IV.
Effqrts should be made to obtain an assured market at a price

above production cost for the some 350 million tons of underground
direct shipping ore in this state. Such an assured market would
give the small producers a longer life in the district, gTeatly in
crease year-round employment, and should make available substan
tial tonnages of high grade ore for stock piles in case of a national
emergency.

V.
The State Rehabilitation Commission should make a survey

of the present and future effect of the depletion of high grade ores
upon the economy of the mining communities. Such a survey should
show what the taxation burden will be on the private individual
within the next decade. The results of such a survey should be avail
able to all governmental units in the Iron Range area. This should
result in such communities being stimulated to take necessary steps
within their towns to prepare for the inevitable depletion of high
grade iron ore deposits.

VI.
Efforts should be renewed to obtain reductions in railroad

and water freight rates on concentrate ore shipments.

VII.
Efforts should be renewed to obtain a natural gas line for this

area to provide a cheap source of fuel.

VIII.
Peat experimentation should be intensified with the view of

obtaining cheap fuel for industry and private consumption, and
also as a source of cheap power for this area.

IX.
Research work on taconite should be intensified, and additional

appropriations made available to the University of Minnesota for
the continuation of this work.

X.
Consideration should be given to the establishment of a trade

1
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or vocational area school on the Iron Range, with the view of
training skilled workers that will be required in the mining and
processing of taconite. Study should also be made along with a
current survey as to the need for training in such a school for
other occupations.

CONCLUSION

We are now at a stage in our economy where we can definitely
foresee the production of taconite in this area. However, .we must
give assurance to those companies interested that they can make
large capital investments in Minnesota without the fear of en
countering an unsound tax policy. The present competitive position
of taconite should shake us loose from the age-old conception in
this area that the Lake Superior district stands alone as an iron
ore producer. We must learn to look at this coming industrial de
velopment as one which will mean increased employment for this
section of the state, rather than consider the iron ore industry from
the viewpoint of how much we can extract from it in the way of
tax revenues. Once we adopt this sort of thinking one of the biggest
obstacles towards the development and mining of taconite will have
been overcome, and the future prosperity of the Iron Range area
assured.

Respectfully submitted,

REHABILITATION COMMITTEE
NORTHEASTERN MINNESOTA
JUNIOR CHAMBERS OF
COMMERCE

By:

HOWARD W. SIEGEL, Chairman
Mining and Taxation Committee
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Report of Education Department Survey on Location of High Schools

Honorable Fred Memmer
Member of State Legislature
118 Commerce Building
St. Paul 1, Minnesota

Dear Representative Memmer:

This report entitled A Plan f01' the Location of Secondary
Schools in Minnesota has been prepared in compliance with
your letter of April 12, 1950 in which you requested the
State Department of Education to furnish your Tax Com
mittee with information as to where the high schools
throughout the state ought to be located based upon where
the children are located throughout the state.
The problem posed by your request has been under study
by a research group in the Statistical Division of the State
Department of Education. The accompanying report ~s a
summary of the findings of this research group. As you
will note, the approach to the problem of locating schools
has been one on the basis of dividing the state into second
ary school attendance areas and locating the secondary
schools in such a manner that a maximum number of pupils
could be accomodated with a minimum number of schools.
A discussion has been included in thIs report summarizing
services which should be provided in present day secondary
schools. The great variety of services needed in present
day secondary schools follows from an attempt to meet
the needs of the varied secondary school population.
Increasingy, all types of youth are entering our secondary
schools-the bright and the dull; those who intend to go on
to college and those who intend to enter a large variety
of occupations immediately after gradution. It is these
changes in the character of secondary school enrollments
that are causing the additions to the courses and services
offered by our se.condary schools as school administrators
attempt to adapt the schools to the changing needs of the
pupils. As such services continue to increase, the enroll
ments of secondary schools have to be increased if excessive
per-pupil cost of education is to be avoided.
The method of locating schools suggested in this study has
resulted in the reduction of the number of secondary
school attendance areas from 465 to 272. The median
enrollment of Minnesota secondary schools under this
reorganized plan is estimated to be 486. Only 2% of the
areas would enroll less than 300 pupils in contrast to 68%
of the secondary schools in Minnesota which enrolled less
than 300 pupils during the school year 1948-1949.
It should be emphasized that the proposed plan would not
deny educational opportunity to pupils in any community.
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The objective of the study has been to locate schools in such
a manner that equal educational opportunity of good
quality would be more available for all the secondary
school pupils in the state irrespective of place of residence.
More research would ne required before any plan as out
lined in this report could be placed in operation. Local
surveys would have to be made in all of the suggested
attendance areas. Studies would have to be made in each
area of the educational needs of the boys and girls in the
area. A study of roads and weather conditions in each
area would have to be made to determine if a workable
transportation plan could be worked out. Elementary
school attendance areas would have to be planned within
each secondary school attendance area and coordinated
with the secondary school in the area. Studies should be
made to determine how the secondary school areas could
be combined to serve the needs for junior colleges and area
vOGational schools. A study would have to be made of a
system of adequate financial support for a plan as pro
posed in this report. The above are just a few of the prob
lems that need investigation in connection with this report.
In these studies, use should be made of the material already
collected by the county survey committees.
The study has been prepared from facts reported to this
office, from the best judgment that could be obtained by
reading the literature in the field, from the people doing
the research, and from the professional staff of our office.
We have tried to meet your request to the best of our ability
within the limitations requested and time and facts avail
able. If we can be of further help. please feel free to call
upon us.

Sincerely,

Dean M. Schweickhard
State Commissioner of Education

THE PROBLEM

r

Article VIII, Section 1 of the Constitution of the State of
Minnesota reads as follows: "The stability of a republican form of
government depending mainly upon the intelligence of the people.
it shall be the duty of the legislature to establish a general and
uniform system of public schools." This article presents essentially
a mandate to the legislature to establish such a school system as
will be equally accessible to all school children in Minnesota regard
less of their place of residence. Moreover, the article suggests that
it is the responsibility of the legislature to establish a school system
of uniform quality so that irrespective of the area of the state in
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which a school child resides, he shall have opportunity to attend
a school of quality or excellence equal to that in any other area of
the state. This problem of establishing schools of uniform quality
is related to the problem of locating secondary schools in relation
to where the population resides in the sense that the quality of a
school is by and large related to the size of the school.

The problem posed by the Tax Committee request is essentially

1. finding where the residents, boys and girls of secondary
school age, are living in Minnesota, and

2. proposing a location of the secondary schools in the state
in such a manner that a comprehensive educational pro
gram of equal and uniform excellence can be made acces
sible to all such people irrespective of place of residence.

In studying this problem, no consideration will be given to the
present boundaries of school districts, to county boundaries, or to
the varying financial ability to support an educational system. It
is recognized that these problems are important and practical and
would have to be considered if a school system were to be established
in any particular area. However, in proposing a statewide system
of attendance areas based on where individuals of secondary school
age reside, present school district boundaries and county boundaries
must necessarily be left out of consideration.

MINNESOTA POPULATION

According to the 1950 census, for the first census period in
the history of the state there were more people living in urban
centers than in rural territory. The 1950 census shows approxi
mately 54% of the Minnesota population as urban and 46% as
rural.

A study of the trend of population growth in Minnesota
indicates that the state is approaching a static population with
slight or no further growth expected after about 1970 or 1980 if
present trends continue. Growth of the total population in Minne
sota in the past thirty years has been due largely to the growth of
the cities (that is, incorporated places of over 2,500 Population).
The Minnesota rural population (persons living on farms and in
centers of less than 2,500 population) has shown little growth
since 1920 and since 1940 has shown declines. Preliminary reports
of the 1950 U. S. census show that rural popuation declined in 75
of the 87 counties of the state. At the same time, that is from 1940
to 1950, in only two of the counties of the state was there a decline
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in urban population. The most rapid growth in Minnesota popu
lation during the past decade has occurred in the suburban areas
adjacent to the large cities of the state.

Population growth in any particular state is affected by birth
rates, death rates, and migration in or out of the state. The Minne
sota birth and death rates have tended to follow the national trends.
Two trends are apparent in birth rates. There has been a long
time decline in the birth rates in the U. S. for the past century. A
second fluctuating' trend can be observed in the birth rate as it
tends to increase following a war and then reach a peak after
which a decline sets in. The birth rate also seems to be affected by
the swings of the business cycle tending to increase during periods
of economic prosperity and to decline during depression periods.

The Minnesota birth rate declined from a high of 24.1 births
per 1,000 of total population in 1921 to a low of 17.1 births per 1,000
of total population in 1933 after which it gradually climbed to a
new high of 26.1 births per 1,000 of total population in 1947.

These temporary variations in the birth rate are reflected
in changes in school enrollment. The elementary enrollment will
be affected from six to twelve years following changes in the birth
rate and the secondary enrollment will be affected from twelve to
eighteen years following birth rate changes. A substantial increase
in high school enrollments is now being experienced in Minnesota
due to the increase in births which started in 1934 and continued
on through 1947. This increase in secondary school enrollments
is expected to reach a peak about the year 1964 or 1965 after which
a decline will set in if estimates prove correct.

In establishing attendance areas for secondary schools for
the entire state, the areas must be planned with the expectation that
in most of them there will be temporary fluctuations in enrollments
due to the short time fluctuations in the birth rates. However,
with the exception of these temporary increases in enrollments,
attendance areas for secondary schools in the rural regions of the
state can be planned with the expectation that there will be little
permanent increase in the future population of that attendance area.
In contrast, secondary attendance areas to be established in cities
or in the suburbs of cities should be planned with the expectation
that there will be substantial increases in future population, espe
cially in suburban areas.

DISTRIBUTION OF TOTAL POPULATION
In studying the distribution of the population of secondary

school age in Minnesota it was thought desirable to first make a

, .
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study of the distribution of the total population. This was done and
is indicated in Chart 1 and Chart 2.

Chart 1 shows the distribution of the total, rural, and urban
population by counties according to the preliminary figures of the
1950 U. S. Census.
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Chart 2 is a spot map of the distribution of the total popula;.
tion of the state of Minnesota. On this map, one dot is made to
represent 1,000 inhabitants. In the cities of the first class, i.e.
Minneapois, St. Paul, and Duluth, the area within the city bound
aries is shown in solid black In other cities, the number of dots
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7'

represents the population of those cities to the nearest 1,000 inhabi
tants. Rural population is assumed to be uniformly distributed
throughout each county and the dots have been distributed accord
ingly. An inspection of Chart 2 reveals that the sparsest population
in Minnesota is found north and east of a line drawn from Pine
City to Roseau. The densest population is found in a belt extending
on both sides of line drawn diagonally across the state from
Rochester through St. Cloud to Crookston.

SCHOOL CENSUS

Accurate information on the numbers of children of high
school age in Minnesota is not available previous to 1939. Chapter
189 of the laws of 1939 provided that all children under age 21
years of age as of September 1, were to be included in the census
to be taken between August 15 and September 15. Previous to 1939,
the school census included only those children between 6 and 16
years of age.

The initial responsibiity for gathering the census rests with
the local school board, which reports all of the children included in
the census to the county superintendent of schools. The county
superintendent then combines those reports from all districts in
the county and makes the census report to the State Department of
Education. Because the distribution of income tax revenue to the
schools is based on census figures, added significance has been given
to this responsibility by the passage of the State income tax law
in 1933.

Minnesota Statutes 1941, Section 132.04 contains the provisions
of the census law in effect at the present time.

SECONDARY SCHOOL POPULATION

Chart 3 has been compiled from the census reports submitted
to the State Department of Education by the county superintendents
of schools during the fall of 1949. This chart shows, by counties,
the total population of Minnesota ages 12 through 17 as of Septem
ber 1, 1949. It represents the population of secondary school age
and includes the individuals who would normally be attending
grades 7 through 12 during the school year 1949-1950. This would
be the potential school population of grades 7 through 12 if all
students woud proceed through the grades one grade per year with
out any repitition of grades or any skipping of grades in their
progress through school. Since there was no way in this study of
determining the amount of acceleration or retardation of pupils,

_ t
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the study has been made on the assumption that there was no such
departure from normal progress. .-
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There were 253,331 individuals ages 12 through 17 listed on
;y the 1949 school census. Of this number, 199,901 attended public

schools and 28,171 attended non-public schools during the school
year 1949-1950.

DETERMINING RESIDENCE OF
SECONDARY SCHOOL POPULATION WITHIN

COUNTIES

One problem was to determine as accurately as possible the
residence of the 253,331 individuals ages 12 through 17 listed on the
1949 school census. For the purposes of this study it was necessary
to know where within each county of the state each person of
secondary school age resided. Information on addresses of individ
uals is available on the reports sent by school district clerks to the
county superintendents of schools, but this information is not
available in the county superintendents' reports to the State Depart
ment of Education.

The following method was devised which gave the residence
of the students with sufficient accuracy for the purposes of this
study:

In 1949 there were 7,118 school districts in Minnesota. A
county map for each of the 87 counties of the state was prepared
showing the boundaries of each school district within the county.
From the county superintendents' census report to the State Depart
ment of Education the number of individuals ages 12 through 17
were compiled by districts. These figures were then recorded on
the county maps within the respective school districts. This pro
cedure, located the secondary school population of a county by
districts but there was no way of locating the population within
the school district.

The next step was to group the district secondary school popu
lation into some unit of size. A unit of fifty was taken as the most
satisfactory. The school districts were then grouped into areas
which would contain approximately 50 inhabitants of secondary
school age. Within each of these groupings a spot was placed at
the estimated center of population of that area. This dot was
similarly located on the state-wide spot map of secondary school
population, Le. Chart 4.
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The above process may be illustrated by using Fillmore county
in southeastern Minnesota, illustrated by Chart 5, as an example.
The numbers on this map indicate the number of inhabitants of
secondary school age as of September 1, 1949 residing within their
respective school districts. The school districts have been grouped
into areas of approximately 50 or mutiples of 50 secondary school
population. The boundaries of these groupings are illustrated on
the map by dotted lines. Within the center of population of each
area a dot has been placed to represent the population within the
area.

The process illustrated for Fillmore county was followed for
the other 86 counties of the state. The dots were transferred to a
state-wide map as illustrated by Chart 4. This map shows the total
population of secondary age-253,331 inhabitants-as of September
1, 1949 distributed as to place of residence with a dot equal to
50 itldividuals. As was noted in the case of the total population,
the population of secondary school age tends to be densely dis
tributed diagonally across the state from the southeast to the north-
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west. The sparsest population is found in the northeastern section
of the state, with the exception of the iron range and the Duluth
area.

A comparison of population figures with the national figures
and with figures of other states indicates that Minnesota is a
relatively sparcely populated state. According to 1940 U. S. Census
figures, there were 35 people per square mile in Minnesota. This
was well below the national figure of 44 inhabitants per square
mile and much below such states as Illinois with 141, Indiana with
95, Pennsylvania with 219, or Ohio with 168 people per square mile.
The figures for the neighboring states of Wisconsin and Iowa were
57 and 45 respectively. 1
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chart 6 shows the density of population of Minnesota by
counties using the 1950 U. S. Census figures and the 1949 secondary
school age population figures. 41.3% of the total population is
concentrated in Hennepin, Ramsey, and St. Louis counties leaving
58.7% scattered unevenly over the other 84 counties.

After studying Chart 6, one can well realize that in the sparcely
settled areas of the northern part of Minnesota where in many
counties there are one or less people of secondary school age pel'
square mile, secondary school attendance areas have to covel' a
wide radius if schools of any size are to be established.

The method of locating secondary school population previously
described for Fillmore county became unworkable in the case of
the unorganized school districts of Cass; Itasca, and Koochiching
counties and in the case of the county unit districts of Lake and
Cook counties. In these situations the method used was to concen
trate the population of secondary school age listed for the district
census around the areas where secondary schools are located in the
same proportion that each high school enrollment bears to the total
unorganized high school enrollment for the county. This change
in method gives a somewhat distorted population concentration
around certain villages such as Little Fork in Koochiching county,
Big Fork in Itasca county, or Orr, Cook, Embarrass, Cotton, and
Brookston in St. Louis county, but it will serve as a method for
tentative planning in these areas.

CRITERIA FOR A GOOD SECONDARY SCHOOL

Although we have determined the residence of the population
of high school age throughout the state, there remains the problem
of determining where the secondary schools should be located so as
to provide facilities of uniform quality and provide equal educa
tional opportunity for this population. Before attempting to locate
these schools, however, it is well to stop and consider the kind of
educational opportunities that should be provided. In other words,
what is a good secondary school? What are the criteria for a good
secondary school?

A good secondary school has a definitely formulated philosophy,
the basic principle ·of which is the development of a personality
that should take'into consideration health, social growth, character
development, academic proficiency, training in motor skills, and
appreciation of the fine arts. Such a philosophy should insure
maximum opportunity for the development of all desirable abilities
and capacities of the individual student. The objectives of the
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school should emerge from discussions among administrators,
teachers, parents, school board members, and pupils. The success
of the school will be measured by what it can do for the individual.
Its objectives should be to develop each individual's talent to its
fullest extent. The individual must acquire proper attitudes, good
citizenship, good health, and a democratic outlook. For a detailed
statement of a good secondary school, see the appendix of this
report.

.:

SIZE OF SCHOOL

The type of educational program described in the appendix could
not be provided in a small high school. The broad curriculum, the
services outlined, the staff required, and the building and equip
ment needed would make the per pupil cost of such a program
prohibitive in a small school. But such a program can be provided
at reasonable cost in a school of sufficiently large enrollment. The
question then arises as to what is a minimum sized school in which
an adequate educational program could be provided.

Works and Lesser recommend that the high school attendance
area should be large enough to provide a junior high school (grades
7-9), a senior high school (grades 10-12), or a six-year high school
(grades 7-12), of at least 300 pupils. High school pupils should not
have to walk more than 2 or 21;2 miles or spend more than 1%
hours on a bus in coming to school if transportation is provided,'

The National Commission on School District Reorganization
recommends a minimum of 300 students for a secondary school. 2

For the purposes of this study, ali enrollment of 300 secondary
school pupils has been taken as the minimum sized school and atten
dance areas have been planned in all cases possible so that there
would be sufficient population to maintain a school enrolling at
least 300 pupils. However, in some of the sparsely populated regions
of northern Minnesota, the estimated enrollment falls below 300 in
seven different areas.

DETERMINING ATTENDANCE AREAS

The objective in determining attendance areas was to group
the secondary school population into areas that would produce a
secondary school of at least 300 enrollment. This problem was
complicated by the fact that there is wide variation among the
various counties of the state in the percentage of the secondary
school population that actually attends public schools. For example,

1 Works, George A. Lesser, Simon 0., Rltrul A11I.ericu Toda.y. Chicago, University of Chicago
Press. 1947. p. 64.

2 National Commission on School District Reorganization, Your Schoo! District, Washington.
National Educational Association, 1948, p. 131.
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in Fillmore county, 95.6% of the population of secondary school age
attend public schools; in Brown county, 54.9 % of the secondary
school age population attend public schools. In Clay county, 83% of
the population of secondary school age attend public schools, and in
Stearns county, 52.8% of the secondary school age population attend
public schools.

The problem was, then, to group the population into attendance
areas of suffcient school population so that if the cutrent ratio of
public secondary school enrollment to secondary school population
continued as in the past, there would still be sufficient population
in any attendance area to maintain a secondary school of at least
300 enrollment. On the basis of the above principle, the secondary
school population was grouped into attendance areas of sufficient
population to produce at least the minimum sized enrollment. Chart
7 shows the result of such a grouping on a state-wide basis. As
indicated earlier in this report, in arranging these secondary school
attendance areas, present school district boundaries and county
boundaries were disregarded.

Note on Chart 7 that a circle is located within each area. This
circle was placed at or near the center of the population of each
area. The circle is coded to represent the estimated enrollment of
the secondary school in its respective area.

Chart 8 shows the location of the proposed secondary schools
within counties but with the attendance area boundaries removed.
Of the 272 proposed attendance areas, 7 would have an estimated
secondary enrollment of less than 300, 138 would have an estimated
enrollment between 300 and 499, 101 would have an estimated
enrollment between 500 and 999, and 26 would have an estimated
enrollment of more than 1,000 pupils. The medium sized high school
would enroll 486 pupils.

Chart 9show8 the actual location of secondary schools in
Minnesota during the school year 1949-1950. The coding conforms
to the legal classification of the school by the State Department of
Education. In 1949-1950, there were 465 communities in Minnesota
maintaining secondary schools. There were 520 high schools in these
communities with a median enrollment of 196 pupils. 68% of these
high schools enrolled less than 300 students, 26% enrolled between
300 and 1,000 pupils, and 6% enrolled more than 1,000 pupils.

In contrast to the above, in the proposed attendance areas only
2% of the schools will have enrollments of less than 300 pupils,
88% will have enrollments of from 300 to 1,000 students, and 10%
will have enrollments of more than 1,000.
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APPENDIX A

Letter Requesting This Study
STATE OF MINNESOTA

HOUSE OF REPRESENTATIVES
John A. Hartle, Speaker

105

April 12, 1950
Mr. Dean Sweickhard
Commissioner of Education
State Office Building
St. Paul, Minnesota

Dear Sir:

Our Tax Committee in considering an over-all problem of
State aids and income tax would like to have some additional infor
mation of a nature slightly different from what you have available
now. It is apparent that the payment of aids to high schools will
become increasingly important as time goes on.

We would like to have your department develop some informa
tion as to where the high schools throughout the State ought to be
located based upon where the children are located throughout the
State. In other words, you people are perhaps in a position to draw

~ up information which would reflect a far more ideal system of
locating high school facilities than we now have. We would, there
fore, appreciate it if your department could, among its other duties,
give us this kind of survey.

Yours truly,
FRED P. MEMMER

APPENDIX B

A Good Secondary School

A philosophy as described on page 20 of this report should be
kept in mind when planning a secondary school curriculum. The
curriculum should be based on the needs of the students and must
contain more than college preparatory courses since only from 20%
to 25 % of Minnesota high school graduates go on to college. Curri
culumsmust be planned with the knowledge that a large proportion
of the graduates will leave the local community. A study made in
1947 by the Bureau of Institutional Research of the University of
Minnesota in cooperation with the State Department of Education
showed that nine years following graduation less than 40% of

J
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Minnesota high school graduates were living in the same commun-'
ities in which they had finished school. Approximately one fourth
were living in other states. Of the sample studied, about one fifth
moved to other small cities and villages and approximately one
seventh moved to the Twin Cities.!

A good school provides thorough training in the fundamental
skills and, at the same time, provides training in the fine and prac
tical arts.

In a good school, considerable emphasis is placed on vocational
education. High school students who will later find employment on
the farm or in the production and distribution of goods far out
number those who will go on to college and later enter the profes
sions. Therefore, all secondary schools must be concerned with pre
paring students for work and living. This vocational training
should be as broad as possible for it must train those who are to
migrate as well as those who are to remain in the home community.
While it is recognized that Borne occupations require specialized
intensive training in addition to broad preparation, the latter is
indespensable in the complex rapidly changing economic life of
today. The problem of the secondary school is to offer a general
vocational program of training that is broad and well integrated
with the rest of the curriculum. It would be well to offer vocational
courses that would explore every major occupational field. These
fields should include agriculture, home economics, trades and indus
tries, distributive occupations-, and the service occupations.

The secondary school curriculum must be adjusted to fit the
students who are to leave th home community as well as those who
are to remain. Included in the school services must be a well or
ganized guidance and counseling program. Students will need to
know the employment opportunities in their home communities and
in the communities to which they intend to migrate. Pupils need to
be given information about qualifications and training needed for
a large variety of occupations. They need help in discovering their
own talents in order to find out if they have the qualifications for
the occupations in which they are interested. They should know how
much training is needed for certain occupations, where they can
get it, and how much it will cost. The guidance program should
include individual inventory of students, occupational information.
counseling, exploration of training opportunities, placement, and
follow-up.

It is the obligation of a good school to discover correctable
1 Minnesota Commlesion on Higher Education. Higher Education in Mlnneeota. Minneapolis,
University of Minnesota Prese. 1960. pp. 106·106.
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physical defects in students and to see that steps are taken to rem
edy them. The school should also teach the fundamentals of health
ful living and see that the health of students is safeguarded during
the hours that they are in school. A well-rounded health program
should include at least the following;'

1. A healthful school environment in a safe, sanitary school
building with adequate indoor and outdoor play space.

2. Mental hygiene as reflected in properly qualified teachers
and cooperative pupil-teacher relationship.

3. Health protection through medical inspection, school nurs
ing service, and remedial work.

lIealth instruction by means of curriculum material related
to the child and his environment.

5. Physical education properly graded to pupil capacities and
interests.

6. Recreation on a year-round, community basis.
Besides providing a comprehensive health and guidance pro

gram, a good school furnished other services to students such as
making provision for mentally and physically handicapped pupils,
providing summer recreation programs, and providing transporta
tion facilities for students whose homes are not within reasonable
walking distance of the school, providing help in seeking employ
ment for graduates or those who have droppe'd out of school.

A good school will provide teaching aids and supplies of suf
ficient quantity and good quality. These will include free textbooks
and supplementary texts, up-tO-date reference books, and adequate
number of well selected library books, reference sets and perio
dicals, and audio-visual aids.

A good school will develop a long time educational program
that is adapted to the needs of the students and community and that
is' not subject to complete alteration by changes in administration
or teaching personnel.

The administration of a good school develops a supervisory
plan that provides leadership for all teachers, provides assistance
for beginning teachers, and includes a well-planned remedial pro
gram.

The good school is well supplied with clerical help thus reliev
ing administrators from clerical work in order t.hat they may
devote their time to more important supervisory and administra
tive duties.
1 Works, George A. and Lesser, Simon 0., Rural America Today, Chicago, University of Chicago
Press, 1947, p. 202.
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A good school has a complete system of records concerning
pupils, teachers, and school property and also the record of a well
planned financial program.

A good school is staffed by well-qualified teachers who are
properly trained for the grades or subjects taught, who have
interest in and knowledge of child growth in relation to ability,
and who continue to improve themselves professionally.

A good school will have a site that is properly located with
reference to the population and geographical features of the dis
trict. The site should contain sufficient space for the building or
buildings necessary to house the educational program. Sufficient
space should be included for a complete program of physical edu
cation and recreation. The grounds should be well provided with
walks, driveways, parking space; they should be well graded, prop
erly drained, landscaped, and well kept.

A good school should have a school building or buildings that
are architecturally appropriate and that have classrooms, lavatories,
shower rooms, and facilities planned in terms of the use for which
they are intended. The buildings should include attractively and
efficiently arranged space for the library, offices, laboratories, gym
nasium, auditorium, lunchroom, and other special rooms. Ample
space for storage of equipment and supplies should be provided.
The building should meet standard requirements for heating, ven
tilation, sanitation, and lighting.

The building should be provided with equipment that makes
possible a good instructional program in academic classrooms, in
speoial departments, and in physical and health education. Suf
ficient equipment should be provided to insure efficient office and
business procedure, to provide for the necessary nutritional, recrea
tional, and other special services. The equipment should be designed
to contribute to the comfort, health, and convenience of all who
use it.

COMPARISON OF PROPOSED SECONDARY SCHOOL
ATTENDANCE AREAS AND PRESENT SECONDARY

SCHOOL DISTRICTS

As can be observed by studying Chart 7, all parts of the state
are included in some secondary school attendance area. There is
100% coverage. For contrast, a comparison of Chart 7 should be
made with Chart 10. Chart 10 shows the actual areas of the districts
maintaining high schools in Minnesota as they were at the time

,.

'd
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that this map was made. Chart 10 has been taken from a report
prepared by the Minnesota Institute of Governmental Research,
Inc.1 It shows that, at present, most of the area of Minnesota is not
included in any secondary school district. Since secondary schools
are usually located in cities and villages, it is apparent that the
cities and villages of the state are providing the secondary scho~l

facilities for large areas that are not included in any secondary

PRESENT HIOH SCHOOL DISTRICT
AREAS II( MINNESOTA

.L Minnesota Institute of Government Reseal'ch, Inc., Improving Education in Minnesota by
Reorganizing Local School System, State Government Research Bulletin No. 26, January,
1949, p. 15.
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;chool district. This fact is also obvious from non-resident enroll
ment, for, during the school year 1948-1949, 29% of the enrollment
in Minnesota secondary schools were non-resident. That is, in terms
of Chart 10, 29% of the enrollment came from areas of the state not
included in any secondary school district in the state. '

ADDITIONAL STUDY NEEDED

The attendance areas, with their respective boundaries, that
have been drawn up in this study are not to be considered as nnal.
'vVhat has been illustrated is a method by which a more satisfactory
placement can be made of secondary schools in relation to the resi
dence of secondary school population. Many other factors would
have to be taken into consideration in making a nnal distribution
of secondary schools and in establishing the boundaries of their
attendance areas. If a plan such as has been suggested here were
to be adopted, further research would have to be made on such
questions and problems as the following:

1. A population study should be made in each area to deter;..
mine population trends and to locate residence of population of
secondary school age more accurately than has been possible in this
study.

2. In each attendance area, a survey of the educational needs
of the secondary school population should be made in order that
an adequate educational program could be established to meet these
needs.

3. A survey should be made to determine what educational
facilities, such as buildings, sites, school equipment, etc., already
exist in each attendance area in order that present facilities could
be best utilized in the reorganized plan.

4. The problem of how the proposed attendance areas could
be combined into larger areas or districts for economical admin
istration of the whole educational system would have to be inves
tigated.

5. What elementary school attendance areas should be estab
lished and how could these areas be coordinated with the second
ary school areas?

6. How might the areas be combined to support junior col
leges and area vocational schools?

7. What system of nnancial suport should be established?
What proportion of the cost should be born by the local community
and what proportion by the state? How could equalization of nnan-
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cial support in the various areas be obtained? What sources of
revenue would be available for the support of the program?

8. A survey of roads and weather conditions would have to
be made in each prospective attendance area to determine if a work
able transportation plan could be devised for the area.

9. Finally, this study has dealt only with secondary schools.
But secondary education is tied in so closely with elementary edu
cation below and higher education above that it cannot be con
sidered adequately without, at the same time, studying the two
latter. For proper understanding of the problems involved, the
whole educational system should be studied as a unit.

s


