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70 THE CITIZENS OF MINNESOTA:

It is never possible in this transi=-
tory world to point to an educational
system and say, "There, that's finished.
Now we can relax." It is a process of
continual puilding, of continual vigi=-

lance,

For instance, during the 1951 legis~-
1ative session, the pressure of various
financial needs is almost gertain to
result in proposals 1o divert some funds
now dedicated 1o public schools. There
is only one sure way for the right de=
cision to be made on these proposals:
that is for each citizen to understand
the problem and to make up his own mind
intelligently.

For that reason, the organizations
1isted below are glad to recommend this
booklet as a source of information about
the state income tax and its relation=
ship to education. After you have read
it, you will be in a better position to
take a stand one way or the other your-
self, and to let your state leaders and
legislative representatives know how you

feel.

MINNESOTA FARM BUREAU AND AUXILIARY
MINNESOTA SCHOOL BOARD ASSOCIATION
MINNESOTA STATE CIO COUNCIL

MINNESOTA GROSS EARNINGS DISTRICTS
MINNESOTA JUNIOR

AMERICAN ASSOCIAT

MINNESOTA ASSOCIATION OF

MINNESOTA COUNCIL OF SCHOOL EXECUTIVES
NATIONAL COUNCIL OF JEWISH WOMEN

PHI DELTA KAPPA

MINNESOTA EDUCATION ASSOCIATION
MINNESOTA CONGRESS OF PARENTS AND TEACHERS
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RESOURCES
— .

Jutroduction

E\dmnesqta has many resources, the great-
est of which are its human resources. With-

out these resources
, none of our other we
would have any meaning. M

That is why an investment in
sources — in the education of ourt}:}al??drreexg
—is an investment in the future. It’s an
established f_act that in Minnesota as every-
vfrh_ere else in the world, the standards gf
living go up as the level of education rises.

But in Minnesota, as ev

3 . erywhere else, th

Eﬁ;zeqs have_ h_ad to face the problem o?
ncing their investment in education.

_ Nearly 20 years ago Minnesota

income tax law. It was hoped tha‘? 3{318: dn:w?'

law would ease some of the burden on the

:;;erworked §tg13e property tax. Recognizing
e re_sponsmlhty of the state to public

education, the legislature provided that in-




come tax receipts should be dedicated to the
public schools.

As this booklet shows later on, the income
tax funds have been a great help to the
state. They have enabled school districts to
reduce debt. They have helped toward the
goal of giving all the children of the state
an equal chance,

But for many years, the legislature did
not appropriate all income tax receipts.

There was some doubt as to the stability
of the receipts, and a need was felt to provide
a cushion for bad years. Then, after the war,
income tax receipts became much larger
along with the general increase in dollar
volume in business activity.

As a result of limited expenditures and
larger-than-anticipated receipts, a balance
accumulated in the income tax fund. Some
people called it a “surplus.” Legislators and
others facing rising state expenses have cast
covetous eyes at this balance in the income
tax fund.

Twice they dipped into it. Once $12,000,000
was taken for the university and state teach-
ers’ colleges. In 1949, $6,000,000 was taken
for the general fund.

At present there is a balance of about
$40,000,000. That sounds like a lot of money

until you realize that school appropriations
for one two-year legislative period in the fu-
ture run about $102,000,000. Thus the “bal-
ance” is less than enough for one year’s pay-
ments at present state aid levels and at pres-
ent enrollment.

But enrollment is headed rapidly upwards
as the war babies reach school age. School
costs, like the costs of everything, are rising.
The future level of income tax receipts is un-
certain. So it looks as if the so-called surplus
is really just a cushion.

Besides that, in certain classifications state
aid is inadequate. For instance, no provision
exists for state help to the thirteenth and
fourteenth grades — the community colleges
which offer the only chance for post-high
school education for many youngsters in
rural areas. Aid to kindergartens is inade-
quate. Transportation aid is inadequate. At
least $15,000,000 should go into a building
aid program.

Friends of education believe that the lim-
ited funds already available to the public
schools should be protected, even though
some may feel that the principle of dedicated
funds is unwise. But until all dedicated
funds are abolished, it seems unfair to begin
with the schools. Unfortunately, under the
present tax structure and with the pressure




of other needs, to take away money already
dedicated to schools would seem to mean
inevitably a reduction in school funds —at
a time when they should be increased, not
decreased.

This booklet has some other facts about
the relationship of the income tax to the state
school aids. We hope you will read it and will
find in it some of the answers to your ques-
tions about whether the income tax should
be preserved for school use.

Che Principle of State Aid

In local communities the assessed valuation
of property—and therefore the tax base for
school funds—varies tremendously. In school

Distriet X, for instance, the valuation per
pupil unit is only $518. In school District Y
it is $5,032. In District Z it is $15,667. Ex-
tremes in valuation per pupil unit run from
$23 in one rural district to $34,165. The me-
dian is $1,768.

You can see that if each community had to
pay the entire cost of educating its children,
there would be a tremendous variation in
facilities. Some districts would be able to
provide good facilities with no undue strain.
In others, no matter how great the sacrifices
of the citizens, it would be impossible to
maintain good schools.




The makers of our constitution wisely pro-
vided that education should be a state-wide
responsibility, Minnesota’s plan has been to
leave control of the schools in local hands
while providing state aid to help each district
keep up certain minimum standards,

FHow State Aid to Schools Works

Under our constitution, it is the responsi-
bility of the state government to maintain
good schools. The state helps local schools
with taxes gathered from the whole state.
In recent years, the primary source of reve-
nue for school purposes has been the income
tax.

This is fair, because the income tax repre-
sents a tax on the wealth of the entire state,
not on one limited and overburdened group
of taxpayers. It provides a broad tax base.
The sources of income of persons and firms
who pay the tax are everywhere in the state.

You can see this in the case of a manu-
facturing plant. Its plant may be in an
urban center. Its bookkeeping is done there.
But its sales may be made in every com-
munity in Minnesota — and so its income
comes from every community in Minnesota.
Thus a tax on its net income represents an
assessment on the productive life of people
throughout the state.

This tax money that comes from all of
the state’s production goes back in two ways




to the state’s children; first, it goes where
the children are, in the form of per eapita
state aids; second, in the form of equaliza-
tion aids, it goes to those localities where
special help is needed to maintain minimum
standards for Minnesota’s children.

What About The “Surplus”?

Is there extra money in the state income
tax fund, the fund reserved by law for the
use of schools? Some people say there is.

Actually, no. There isn’t enough money
in sight in the income tax fund to pay for
everything we ought to do for the schools,
not by a long shot. But because for several
years income tax receipts increased, it has
been possible to carry out a minimum edu-
cational program without heavy new burdens
on the general tax structure.

We know that even if prosperous times
continue and income tax receipts stay at a
high level they can’t keep up with the tre-
mendous increases in school enrollment and
educational costs.

So it’s this simple: taking money out of
the fund means cutting the amount now
available to maintain our schools, and places
the additional burden on already over-
burdened property tax payers.
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Che Jncome Tax Has Helped
Relieve Tax Burden

The Minnesota income tax was originally
intended as a supplementary help for schools.
It was hoped to relieve some of the burden
on property owners.

Actually, results have been better than ex-
pected. Since 1940 the income tax fund has
been large enough to pay all the special state
aids to schools, completely relieving the
burden on property owners.

In 1948, a state property tax of 20.4 mills
would have been necessary to replace the
nearly 31 million dollars allotted to schools
from the income tax fund. The income tax,
then, has not been an additional burden on
the people of the state. Instead, it has been
a means of broadening the tax base and
avoiding heavy increases in property taxes
necessary to help the state fulfill its consti-
tutional responsibilities to education.

How Jncome Tax Has
Helped Reduce Debt

It costs money to be in debt. This is just
as true for a school district as it is for an

45 Mins

Ho MiLLs

35 MiLes

StateMill Rate A
Nécessary to Match

1948-49 School Funds
from Income Tax

tual 1948
State Mill Rate

The state property tax was less than one-third of what it would have
been if property taxes had raised the money allotted to schools from
the income tax.

70 MiILLION
DOLLARS




individual. Whenever you owe money, you
pay interest.

In 1928, the indebtedness of Minnesota’s
school districts was over $70,000,000 —a
heavy load on the taxpayers. By 1948 the
total indebtedness had been cut in half,

The income tax, offering an equable source
of revenue to education, was the reason. The
income tax has not meant that all the needs
of education are met. But it has meant great
strides toward putting education on an
economical, sensible pay-as-you-go basis.

How High Are Our Taxes?

Nobody likes to pay taxes. And some
people in Minnesota think we have an
especially high income tax. Actually, that
isn’t the case. On medium-sized incomes
Minnesota takes a little bit more than some
states, but less than many states.

The point about the income tax is this. If
it weren’t for what it does for the state’s
schools, other — more burdensome — taxes
would go up in proportion, or away out of
proportion in some communities.

HOW STATE INCOME TAXES COMPARE for a
MARRIED MAN with TWO CHILDREN,
EARNING $5,000 a YEAR*

IN WISCONSIN
he would Paq# 5?-10

IN MINNESOTA
he wovld paq*BB?’

IN OREGON
he wovld Paq*Sﬁ“




Summary

The income tax has helped schools cut
indebtedness. It has helped all of the state’s
children toward an equal chance. It has
spread out the cost of education in an equit-
able manner. It is reserved by law for the
schools. Then what is the fuss about?

Just this. The law can be changed. The
pressure for diversion of school funds is
strong. The friends of education are afraid
that this pressure will be strong enough to
rob the schools of their minimum funds.

To resist these pressures and to make
intelligent decisions, the citizens need to
remember these things:

School costs are rising with increased
enrollment and will continue to rise as
the new crop of babies hits the class-
room.

Income tax receipts are likely to decline,
as federal taxes go up and result in in-
creased exemptions for state taxpayers.

The present “surplus” in the income tax
fund is a working balance that would last
less than a year for PRESENT state school
appropriations.

TAX FUNDS

SoMILLION

INCOME INCOME
TAX
RECEIPTS
FOR SAME
RIENNIUM
(estimated)
REFORE
EXPENSE
OF
ADMINISTRATION|

93

MILLION

AVAILABLE

ENDING
JUNE 30,1951

90

MILLION




By all means, let us talk and plan for tax
revision, for steps that will help all of the
state’s financial problems.

But let us not start by taking money
away from the schools. Let’s not experiment
with the children. Eliminating dedicated
funds might be a great thing. It's well worth
discussing. But to start piece-meal by re-
moving the safeguards on dedicated school
funds is an economic experiment — with the
state’s youngsters as a guinea pigs.

Friends of education believe we should
retain the progress already made. They be-
lieve income tax funds should be reserved
for schools, at least until such time as all
dedicated funds are abolished. Until then,
they sincerely believe keeping the income
tax for schools is a necessary step to protect
our investment in the state's future.
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> Minnesota League of Women Voters December 30, 1920,
lleyers' Arcade, llinneapolis

LZVISION OF STATE -AID FR THE PUBLIC SCHOOLS

"Enactment of bills contained in the report of the State Board

0f Education on the revision of state aid, substantially as printedn
«+«.Recomrendation of the Legislative Council adopted at the amnual
convention of the llinnesota League of Women Voters, December, 1920.
Printed copies of this report may be obtained from the State Board
of Zducation or from the linnesota League of Women Voters.

Why This Revision?

The State Board of Zducation is given wide power in making rules with which
schools receiving state aid must comply. Through this power, the use of this
special aid has come to be perhaps the largest one factor in secwring high
standards and progress in llimesota schools. So important has it become that the
Legislature of 1919 directed the Board to make a thorough study of the whole
matter and present recommendations for revision to the 1921 session. This report
is the result.

Underlying Principles

In making its recommendations the Board has had these principles in mind
which it believes should govern the use of state aifd;

That pablic education is a statewide concern and all the wealth of the
state should be made to bear the burden.

That the giving of state aid should not interfere with local initiative and
interest.

That the state should endeavor to furnish equal educational opportunity to
all children.

That the state should establish minimum standards for all schools,

That the state should set up superior standards and encourage new under -
takings.,

That the state should pay for the professional training of teachers.

impor tant Features of the Recommendations

Definite Tax Levy for State Aid

Since the giving of special state aid is established in law, the fund should
be secured by a definite tax levy and should not depend on the action of the
legislature at each session. It is recommended that a two-mill tax be establish-
ed for this purposs. This would produce about the amount now appropriated and
would increase in its returns with the growing wealth of the state and
presumably with the growing needs of the schools.

Equal Opportunity for All Children

Children and wealth are distributed over the state in widely varying
proportions. Therefore it is proposed that more aid than at present be given to
districts that are rich in numbers of children, but poor in taxable valuation.

Getting the Children to and from School

The value of a consolidated school to the large district is best measured
by the cost of transportation of pupils. Therefore, within a limit of 4,000,
the state will pay the entire cost of transportation, a larger amount than at
Present.

lore Aid for High Schools

The cost of high school instruction has increased greatly. Therefore it is
proposed that the state pay tuition of $5.09 per ronth, instead of $3.20, for
non-resident students.

laking Better Citizens at Night Schools

Americanization of adults must be accomplished largely by means of avening
schools. The present evening school law excludes the three cities of the first
class and many others which constitute special districts from receiving aid,
lfost of these cities maintain evening schools and are courageously dealing with
their large problems, both of Americanization and vocational training., Of course
they should receive aid, and it is proposed that the law be amended so as to
include special districts for state and probably federal aid for evening schools,
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Keeping Children out of the Ranks of the Loafers

Under. the present law, a boy or girl having reached the age of sixteen may
leave school, whether to work or to play, or having completed the eighth grade
at an earlier age, may be excused by the local school board. Presumably such
children go to work. Too often they become loafers. They should either con-
tinue in school or they should have regular work. If they work, then provision
should be made for part-time school attendance., This would give them training
in citizenship to a maturer age, help them acquire skill in their vocations,
and keep them in touch with the community interests through the school.

Therefore it is recommended that part-time classes for not less than four
hours per week shall be established for all children between the ages of
fourteen and eighteen who do not attend full~time school. State aid for the
part payment of teachers is provided.

opecial Help for the Rural Schools

The rural school problem is admittedly the one farthest from solution.

Jore children are out of school and more illiteracy exists in the rural districts
than anywhere else. The least trained and least experienced teachers are in the
rural schools. They face the hardest problems, receive the least assistance,
Work under the most unfavorable conditions and receive the least pay.

The Dest solution for the rural school problem is consolidation, but with
the best progress we can hope to make in this direction the fact remains that
many hundreds of one-room schools will long continue and many hundreds of our
citizens will receive in them all the education they ever get.

The best plan that has appeared for making the one-room school render the
highest service is that of the helping-teacher.

There, it is proposcd to offer state aid to any county for salary and
traveling expenses for the employment of one or more helping teachers or Super -
visors. Such persons would be well-trained, experienced teachers who would work
under the direction of the county superintendent and would devote their whole
time to aiding and directing toachers in the one-room rural schools. This
means first aid to the teacher while help is worth while. It is a means of
preventing teachers from repeating their mistakes at the expense of the children.

It will save many teachers to the profession of teaching who fail under present
conditions,

Good Health

The state's first concern is the health of its people, and health is large-
ly a2 matter of education, of right habits of living formed during the school
years. Therefore, it is proposed to offer state aid for the employment of
school nurses, both in counties and districts, and also for directors and
teachers of physical education,

Better Library Facilities

By placing the Public Library Commission in the Department of Zducation
UWinnesota has made the library a definite part of its system of public education.
Library facilities should be extended to every part of the state and made
available to every person along with those of the schools The plan proposed
will in no way interfere with city and village libraries already established,
buat is intended to encourage their growth and improve the quality of their
services This is to be done by establishing county libraries in order to ‘
extend the service of the library to the rural districts, by co-ordinating tie
work of school and public libraries, and by offering state aid for the employ-
ment of trained librarians.

A School Census :

The first need in the administration of the compulsory education or chila
labor laws is an up-to-date knowledge of the whereabouts and condition of all
the children of school age. This information is not available utnder present
laws, and therefore the Board of Zducation proposes a new census laws

General Adjustment

The report of the Board of Zducation calls for approximately the same
expenditure for state aid as we are now making, and it will be found that less
money is recommended for what may be termed "flat aid" and more for special
purposess The details of this adjustment are many and may be found by a study
of the report.

It will be observed that the legislation proposed greatly broadens the
field of education. It becomes, as it should, not only a program of education
but likewise a program of child welfare.




Minnesota League of Women Voters
1639 Hennepin Avenue, Minneapolis
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December, 1 9 2 6

STATE AID TO SCHOOLS

The beginning of our present system »f state 2id to public schools in Minnesota
oceurred in 1881 when en appropristicn of 20 thousand dsllars was mede by the
legizlature under & law enacted in 1878 providing for a grant of 3400 to eny
school district maintaining an sccaptable high school. The state share in
public school support has increased steadily since then with the purpose of pro-
viding, as equitebly a5 mey be, the same educational opportuynity for all the
state's children.

State 2id to public schools is justified upon the assumption that "public educa-
tion is of such wvital concern to the stete as & whole that it is just to place a
uniform tax upon all the wealth of the state for its support."

Supplemental Aid

In the list of more then twenty-five different forms of ctate aid for specific
purposes to schools in thiz state, esupplemental aid is recognized as the form of
aid thet now reaches the school districts most in need of it. "It is without
question the most feir and equitable form of state aid" because it embodies the
principle on which state support of education is besed - "from every district
according to its sbility and to every distriet according to its needs".

The principle of giving ascsistence to districts whose tax levies indicate a

heavy burden of school maintenance was first embodied in our laws in 1215. The
supplemental 2id law has been amended a number of timee, each change represent-
ing improvement in the method of distribution of this 2id. The amendment adopted
by the 1923 legislature marked an epoch in school aid distribution. Before

this, state aid had persistently flowed to the richer parts of the state. That
amendment provided thet when 2 local tex rate of 20 mills does not produce an
income of $40 per pupil, then the state will make up the difference, basing its
grant of supplementszl =id upon the number of pupils in sttendance a2t least 40
deys during the school year.

A provision included at the eleventh hour in the appropriation bill of the 1923
legislature seriously handicapped the original purpose of this zmendments It
provided that if funds appropriated for educational purposes should be insuf-
ficient to pay 21l claims, then 2ll fixed aids should be paid in full first and
supplemental 2id should be prorated from the remeinder of the funds avesilable.
Thiz resulted in cutting down the supplemental aid to 50+ cents on the dollar
and caused great hardship to poorer school districts where, relying uypon the aid
promised, definite improvements had been put into operation.

The legislature of 1€ I ided by app igti funds to pay supplemental
aid not only for the 1825-27 bi ium hu nade & deficiency 2ppropriation

me nt i 102325 resulting from the action
of the 1922 legislature, Thi 2t te ppropristion, however, was vetoed by the

ZOVETNOT &

Proposed Amendment to Supplemental Aid Lew

Great progress has been msde in the development of rural school standards through
the system of supplemental 2id. Further amendment to increase the equitable
operation of the supplemental sid law is desirable., An smendment increasing the
amoynt of aid per pupil from $40 to $45 will e proposed to the 15627 legisleture.
At the same time en effort will be made, in the administration of the law, t»o
scrutinize more csrefully than ever before facts establishing the eligibility of
school districts to receive supplemental aid ss provided under this law.

Emphagis must be placed upon the necessity of guarding against a deficiency in
the appropriation for supplemental 2id in future since the resulting hardship
and embarrazsment to school districts that heve complied with the letter and
spirit of the law in meeting higher standards in their schools than could be
provided for from local funds, is particularly sacute in this form of aid.
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PUBLIC SCHOOLS IN MINNZSOTA
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State support of public schools provided?
Endowment or General School Fund

Source: Intersst from Permanent School Trust Fund and one-half interest of
wamp Land Fund - about $2,700,000.

Distribution: The State Constitution provides for distribution in proportion
he number of scholars in each township between the ages of 5 and 21 years
T%' ﬁd°? chlslﬁturu 11ﬂ1t :d apportionment to pupils who attend a public
school 40 days or more during the school year. In 1935 this was further
a led and the 1av now provides that apportionment be limited to schools which
h in session at least 8 months, and in proportion to the number of
scholars in averaze daily attendance during the preceding year, such number
to be determined by dividing the aggregate daily attendance in a school dis-
trict by the total number of days in the school year in that district. This
change tends to encourage lengthening of the school term and more regular
pupil attendance.

Current School Fund

Source: State One ¥ill Property Tax

Amount: about $1,300,000 a year, $500,000 of wkich is transferred to the
Special State Aid Fund, leaving a balance of 3800,000 to be distributed on the
same basis as the Endowment Fund.

lote: The distribution from these two funds amounts to about $3,500,000 an-
nually or about $7:45 per pupil in average daily attendauce. The amount sh-
ould be larger for the next biennium because of the increase in the occupa-
tion ore tax. As 40% of the receipts from this tax are placed in the Perman-
ent School Trust Fuh., the intersst from such fund will be greater.

Special State Aid Fund

Source: Appropriations made by the Legislature from the General Revenue Fund
the State and the $500,000 transferred from the Current School Fund. The
ILc0m¢ Tax Law ﬁrJvlqwo that any balenee in tha net proceeds of that fax
» the provisions for distribution to school districts (see below)
be paid into the Generzl Revemue Fund and applied on the payment of
ial State Aids. This should give some relief to real property which car-
about 30% of the tax burden of the @»nrrll Revernme Fund.
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Allocation:

Original Provision: Distribution of net proceeds to school districts on the
basis of the number of children of compulsory school age (8 to 16 years) re-
siding in such district.

“rovision: The amendment passed in the Special Session changed the base

1@ distribution of the tax. From the proceeds of the tax there will be

*utod annually to each school district in the State $10 for each child

ing in such district from 6 to 16 years of age, both years inclusive,
provlulnf howevar that the 16 year old children shall be counted only in case
they are attending school. This was a compromise between the city and rural
"chauls. The lowering of the age from 8 to 6 helped the rural schools and the
provision for the 16 year old children helped the cities and towns with large
high 5chonl enrollment.

Amount of the Income Tax Fund: The State Department of Education estimates
that there are approximately 535,000 children to be counted at $10 each ir
income tax distribution and that this will total about $5,350,000 annua

Balance: Under the old income tax law the entire proceeds were distributed
to the school districts, amount per child increasing from $4.80 in 1934 to
$10 in 1936. It is estlmated that under the new provisions of the law the
Income Tax will produce at least $10,000,000 anmually. It alsc provides
that after the $10 per child distribution is made any balance of the net
proceeds shall be transferred to the State General Revénue PFund and used for
the payments of special state aids to schools as appropriated by the Legis~

the provisions for the special state aids?

Tuition for Non-Resident High School Pupils 2id in full

$7 per month for not more than ten months in any on ars for each pupil
coming from a district where there is no high scna

Aid to Teacher Training Departments in High Schools gid in full
$1,300 for each school having such a department.

Iransportation for Crippled Children aid in full
$150 for each child

Classification Aid Payment Pro-rated
Varying sums on basis of type of school and 8 or 9 month school year.

SU."""'L,[ 1enté Ll Aid

Provides that if a school district levies 30 mills for school maintenance and
the proceeds of such tax together with all funds received from the State as
apportionment and special state aid do not equal $60 p;r elementary pupil and
$100 per high school pupil (the averaze per pupil cost of operating public
schools in Minnesota) the State will grant the balance to the district as
Supplemental Aid,

E:\

This is by far the largest Special Aid, amounting to about $4,700,000 in 1936
but reduced to about QH,BUC 000 befaase only enouzh money was appropriated by
the Legislature to pay 64.1% of some of the Special Aids, School districts
with comparatively high assessed valuations and low tax rates receive none of
this aid, It is paid only to districts with low assessed valuations and high
tax rates.

This problem of Supplemental Aid is an example of the difficult task before
the state to develop a method for the equitable distribution of state funds
among the school districts. The Minnesota League of Women Voters has fo

-~

-_— ) -




some time advoeated the reorganization of the units of school administration.
The amount of and constant increase in Supplemental Aid seems to indicate that
reorgenization of units would effect considerable economy here and some solu-
tion of the financing problem.

Special Department Aid in Vocational Subjects Payment pro-rated
Varying amounts for Agriculture, General Industrial, Home Economics, and Com-
mercial Training Departments in the Public Schools.

Aid to Classes for Defectives ayment pro-rated
Varying amounts to each blind (r651apnt ali non- iden ica sub-normal
and crippled child and for teachers il 8

Library Aid Payment pro-rated
For the purchase of books for public school libraries not %o exceed 5 of
amount expended or 50¢ per pupil for the first 500 and not to excee d 25¢
each additional pupili

Transportation Aid Payment pro-rated
$4,000 for each consolidated school for the transportation of pupils.

Federal Aid for Vocational Education Paid in full

The State qualifies for this Federal Aid granted under Thé Shith-Hlghes and
the George-Deen (Lormeﬂlv the Gnor&ehdlluuv) Acts, by which the Federal CGov-
ernment furnishes 50% of the salaries of teachers 91 vocational subjects and
for the training of such teachers. None of the funds may be expended for
equipment, supplies, light, heat, etc. These Federal funds are matched by
25% each from the state and local governmment. The State's 25% is included in
the large appropriation made for the special state aids.

Evening Classes for Adults Separate appropriation
Payment of salaries of teachers employed. Very few in number.

13) Gross Earnings Tax Aid Separate appropriation
To school districts wherein at least 20% of property is railroad property a nd
therefore exempt from local taxes under Gross Farnings Tax Law,

Payment provisions of these aids
Funds foxr payment of }5qx nine se a and Federal Aid for Vocational
Education are mgqtuﬁw‘)ne lnrg‘ iati which for 1937 is $7,115,000
and $7,215,000 for 1938. There 11 be the additional $500,000 each year
transferred from the Current Scn Fund as explained above. This will make
$7,615,000 in 1937 and $7,715,000 in 1938 available for the payment of these
eleven aids, four of which must by law be paid in full., Two separate appro-
priations arc made for the last two.

It is estimated, however, that some $10,250,000 for 1937 and $10,650,000 for
1938 would be required to meet the provisions of the special state aids. To
come within the limits of the amounts appropriated by the Legislature for
the next biennium, six of the aids as indﬁcatcd above will be paid on the
basis of 67% of the requirement. This will be an improvement over last year
when the aids were pro-rated at 64.1%.

What, then, is total amount expended by the State for public schools?
In each year of the next bien 'um the State will contribute for its public schools
over $16,000,000 or nearly ?5 of the $46,000,000 cost of public education in

Minnesota, divided as foiLowu:

ik




FUND

dowment and Current School Fand $3, 500,000
(Apportionmant)
State Aid Fund $7.615,000
Appropriations
Tax Fund 5, 350,0

TOTALS $16, 465,000
How is loesal D] of public schools provided?
er and apportioned

collected by county

ality, 1/6 each t
Cr)-\la— 7

gource of loecal support, bearing about 909

of for operating ex-
how soon can debt be
Tax money reduced your local property levy?
does your district receive?

your district are not

Tind out from yo ne cendent of Schools what State funds are
district. He wil \ave hel nj ﬂ“terjal ?wr s:udv Ask in your
this reference material. 1 108 he Minnesot

ta
this problem uﬁ scnoal suﬂvart. t is a matter of concern

REFERENCE MATERIAL

Educational Laws
State Depart

Financial State
State Departs
rislative
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for 1935-1
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SHOULD A SURPLUS
BE MAINTAINED IN STATE FUNDS?

IN 1942, FOR THE FIRST TIME IN MANY YEARS, THERE WAS A SURPLUS
IN THE GENERAL REVENUE FUND AND IN THE INCOME TAX FUND.

These surpluses were due to:
Large receipts because of war prosperity.

High tax rates (practically all except property)

Levying of almost every form of tax except general sales.

Alternative Procedures Under
Consideration by the Legislature

1. Reduce taxes, especially income tax and money and credits tax.

2. Maintain present surplus for

(1) Re-education of returned soldiers.

(2) Providing a fund for post-war employment.
(3) School fund.
(4) Payment of debt thereby reducing interest charges.

THE POLICY OF KEEPING UP OUR PRESENT TAX RATES
WOULD HELP PREVENT INFLATION.

PROSPECT FOR 1943:
Receipts will probably be smaller.

Income tax payments will be reduced considerably because:
1. Deductions allowed for federal taxes will be larger.
2. Many more income tax payets will be in the armed services.

Receipts from motor vehicle taxes will be very much less.




HOW ARE REVENUES AND EXPENDITURES
RELATED IN OUR LAWS?

. Taxes on the motorist (gasoline and motor vehicle registration) are earmarked for highway
expenditures and payment of highway bonds. A small amount of the gas tax goes to coun-
ties.

. Income tax receipts go to school districts. $10 per pupil.
. Gross earnings taxes go mostly into state general revenues. Some is returned to local units.
. State property tax is used mostly to pay debt service (7 or 9 mills in 1942).
. Half of the iron ore tax goes into the trust fund of which only interest may be used.
. Liquor and inheritance taxes go to state general fund.
. Schools receive support from
(1) Income tax
(2) One mill state property tax
(3) Trust Fund interest

8. There are no special designated funds for welfare.
Welfare funds have come largely from bonds.

Old-age assistance, aid to dependent children and other aids under Social Security are

financed:
One-half by the Federal Government;

One-third by state
One-sixth by local.

State Revenues Were From: State Expenditures Were:

Tages o v » 5 & % 5 % & sd1% CurrentCosts . . . . . . . 471%
Nontaxes . . . . « « .« « 29% Aids to Local Units
Welfate . . . . . . . . 15%

The Most Important Taxes Were: Schoola ool v L il engan s | 15355

e e e e R DebeService . . v & ¢ » 5 =« 151%

Motor Vehicle . . . . . . . 8.6%

Income = %5 4 srs s o wus ¥42% Current Costs of the State Were:

PIOPELEY) = | v sl cs el e e 92% General Government . . . . . 4.5%

G_mss Earnings . . . . . . . 7:9% Protection of Persons and Property 7.2%

quuor R . . . . . . . 5 .2% Health : i . . X ) § ) . 1 '9%

Natural Resources . . . . . . 8.5%

Non-Tax Revenues: Highways. . . . . . . . . 444%

Fediral & o o s & + ovens ¥239% Welfate .. . o wives wimant 3345

Licenses, Fees, Permits. . . . . 3.7% Education (this is in addition to

Depattment Earnings . . . . . 3.3% grants to local districts noted

TrustFunds . . . . . . . . 31% above) ¢ o s v w9 w 92%

Miscellaneous . . . . . . . 15% Miscellaneous . . . . . . . 9%

THE MINNESOTA LEAGUE OF WOMEN VOTERS, 914 MARQUETTE AVE., MINNEAPOLIS
1o 0
Other citizens would appreciate reading this broadside. Will you pass it on? March, 1943 100 copies, 75 cents
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; , League of Women Voters
832 Lumber Exchange Building
Minneapolis 1, Minn. (At. 0941) August
REVISED PLAN FOR DISTRIBUTION OF STATE AIDS TO SCHOOLS

The need for revision of State Aids to Education

Minnesota has a complicated, cumbersome system of State Aids, The system
needs to be modernized. Approximately forty kinds of aids are now distributed.
They are on different bases, for different purposes, and administered in differ-
ent ways., They require an unnecessary amount of work in the State Department,
and in loecal dlSurlCtuo Because some, though not all, are often prorated, local
districts are, each year, uncertain as to how much money they can depend on from
state sources. The aids are subject to abuses: some districts able to levy lo-
cal taxes for schools, fail to do so and live pntirely on state aids; others
receive more money than they need, Various attempts have been made ©o revise
the aids, and legislative committees have wrcstlcd for years with the complicated
problem,

What is being done about the situationt

A year ago the Governor appointed a committee composed of lay and profession-
al people and gave them instructions to prepare recommendations for a simpler and
tetter system of state aids. The committee has studied and discussed, and has
made recommendations for a greatly Slmpllflud procedure designed to raise

and to equalize opportunities.

cormittee agreed on certain basic n“rc' 5, namely: that
) } financial difficultie of their depen

which has been qverourdcncf, _‘f because of Iqll;ng assess—
. that every child should be- guaranteed & ic educational program;
sota can rightfully be asked to increase somewhat its amount of e
show that Minnesota is below average in the amount of state aid
proportion of its wealth spent on education.

plan recommended ty the Governor's Committee on BEducation

Briefly, the plan suggested is this:

ure will be s vhich covers the cost of a minimum educational program

: be guaranteed each child up through high school, The flr1“~ “]?Lt

One Hundred Ten Dollars ($110,00) per equated child. One Hundred anc
the cost of educating a child in elementary school. One Hund-

Dn‘lir (al 35.00) mey be the cost of high school education,

1 xcpawl child counts one and one-
LS When children are transport-
district the aid wi uylld ids will be distributed

the ADA (average ily 1Etu“dﬁncr), or the average number for whom
mist be provided., This places the aid in direct relation to the num-
hildren being educated in the public schools and is educationa 11ly sound.

alds go ~nly to public schools, but some alds at present are Dbz
snsus, with the result that in areas where ere is a large parochial
public schools get aid out of proportion to the aid given

school enrollment is high, For cxample, in a district having




of Women Voters
Revised Plan for Distribution of State Aids to Schools (Continued

five hundred children in parochial schools and one hundred in public schools, the
public school would receive aid for six hundred children though actually it was
educating only one hundred, XEducators maintain that aid should be related to the
Job being done.

Basing aids, then, on actual school attendance as determined by ADA, the
state would give for every child a "birthright" aid of a flat sum towards his ed-
ucational costs to the district educating him. For illustrative purposes we ms
place that basic aid at Fifty Dollars per equated child in ADA, That sum would
enable most districts in the state te get enough aid to carry on a suitable educa-
tional program.,

Some districts, however, are too poor to provide the remaining sixty dollars
needed for the basic program., Accordingly an equalization table is to bo estab-
lished, msed on the wealth in assessed valuation back of each child in school,

A district having a real estate valuation of two thousand dollars per child in
school, would receive no further state aid, but would be expected to build on the
basic Fifty Dollars as far beyond the Hundred and Ten Dollars as its resources
and i-- interest in its schools would permit, For every drop of One Hundred Dol-
assessed valuation, a district would receive an addifional Three Dollars
the point ore a district having less than One Hundred Dollars
valuation would rﬁcqiva its entire support from the state, This guar-
cational opportunity for every child wherever he lives,

ne plan palls upon each district to assume resp 1b113t

h hi gchool., Many r‘ur:~1. areas do not pr"wi-ie 1&1"‘" schoo
present. order to offer high school education to more childr he
has paid tuition for “1p11“ 1h dl tricts not r”l’tilqi 1g high ucjuoi in a

: : Such pupils are called non-residen

pupils, ha f“ di icts qualifying for equalization aid because
sessad vmiuation will, of course, receive such &1& for high school as
school pupils in ADA, the committee feared that placing this
r0399151t111tf for high school education on local districts might be a hard-
ome rural ungraded elementary districts which do not maintain high
Accordingly, a sccondary equalization table is proposed. Schools in
udﬁlddud uluﬂuﬂt&rf districts having an assessed valuation of over Two
( : receive Ten Dollars per high school pupil in ADA; those
having valuations be t een FPifteen Hundred and Two Thousand Dollars, Twenty Dol-
lars per pupil; and thoge having wvaluations between Fifteen Hundred and One
Thju and Dollars, Thirty Dollars pver pupil; those hay aluations under One
nousand Dollars, the regular equalization aid for poor d; stricts. This plan
hould extend Duportunltluo for high school education to rural children, an ex-
bension much nceded as Minnesota ranks 47th among the statcs in the proportion
of rural children in high school,

The State Constitution provides th money om the permancnt school fund
be distributed as state aid to schools, ,'f-ﬂ. this apportionment of income
from the school fund amounts to absout Eleve ] ars per pupil (slightly more
his 3unr). ' smes from the proceeds of sala of lands dedicated by the Consti-
tut*or. apportionment Y,L]u be part of the Fifty Dollar "birthright", leav-
ng the D' ature the responsidility of appropriating the difference botween
ap)ort;uumurt and the “Jlrt?rlv“t" payment

This plan vould, it is estimated, cost about Twenty-Eight Million Dollars
if the figures of One Hundred and Ten Dollars and Fifty Dollars are used, The




of Women Voters
Distribution of State Aids to Schools (Continued)

thd about Twenty-Two Million Dollars in the last legislature and in
1 od costs of education, the increase of about Six Million Dollars did
an 1rr01qc-a“1 figure, considering the statels present OLlQH”dV Tage
state aid., Since loeal school lovies come almost entirely from real estate, in-
creascd state aid can serve to lessen the local burdens on real esta

There remain certain aids to be considered as part of the Twenty-Eight il
lion Dollar program:

1. The Transiortation Aid, This, as its name implies, is an aid to help
children to school in rural areas where distances are great. This
not, proverly speaking, an education aid, and will be left as
esent outside the actual educational aids,

The so-called Gross Harnings Aid, This is a tax replacement ald, not

an educational aid, It applies to alout seven districts where property
owned by railroads and exempt from local taxation because of state taxes,
is so proportionately large that the remaining local property cannot meet
local needs, The state gives a special aid to replace the revenue lost
by state taxation of railroads. This should remain outside the revision
prograils

Aid to the Handicapped Children. Minnesota has given generous state aid
to handicapped children - that is: the mentally retarded, the blind, the
crippled and the deaf, It costs more money to give the handicapped
children the basic education given normal children. Aid to the handi-
capnoed will continue unchanged.

Two other factors bear dircectly on any system of state aid, and the commit-
toe advises action in separate bills for (1) a better system of assessing proper-
tv so that assessments will be more nearly equalized, aﬁd (2 ) eorganization of
dlutPL‘t“ f or economy and better education. A proposal has been made for a bet-
ter sys of assessing property providing for supervis 1ﬂ“ sf ; gsments within
sach C‘““tv in such a way as to encourage mo

in countiese. As to reorganization of dist

xF
Ly

o)
e assessment with-
icts, flburbu shi 1at per pupil
costs are highest in the small one~-room school where standards of teacher train-
ing are lowest and opportunities are limited. Reorganization to vermit larger
and more efficient administrative units should accompany a revision of i

Srovision in the recommendations of the committee 1ig

o step in the right direction. Glaring inequalities in assessed valuation
ious parts of the state have made equitable distribution of state aid difficult,
Sines the new plan bases aid on the asscssed valuation back of each child, the com-—
mittee recommends that the Commissioner of Education be given authority, at his
discretion, to ask the State Commissioner of Taxation to review assessed valuation

districts applying for state aid., Tnis will not automatically cause reviews of
all districts, but we:ld make review possible where the assessed V1111t13A seems
to the Commissionor of Bducation noticeably out of line with the rest of the States

Under the new plan, as at present, the State Department of Education would
eatablish standards and would be given leeway for the use of judgment where too
rigid adherence would work unnecessary hardships on a poor district strugeling to

mect standards,
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AID SCHOOLBILL,
TEACHERS URGED |

$805,000,000 Measure 3\"
Called Best in History |

A 10-year federal aid school pro;!
gram with a first year cost o;.\
$805,000,000, as proposgd in a new
United States senate bill, ‘was 'd15~}
cussed in public for the first time |

in St. Paul Monday. ¥ ;

e —

PERCENTAGE BOOST SEEN !‘

Annual cost of the bill would be |
$805,000,000 in 1948, increasing to|-
$1,900,000,000 in 1958. This would|"
increase the percentage of local,|,
state, federal and institutional .ex-|.
penditures for education from 3.2|
per cent of the national income|
a2t present to 3.6 in 1948 and 4 per!
cent in 1958, he said.

Reeves declared that while the
bill provides for distribution of
funds according to financial
need and population “all states
must continue to do their share
and lagzard states must make
more effort.”

In 1948 the bill would provide:

For basic educational pro- |-

grams and improvements.

|
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A Letter of Tranimitial—

December 9, 1946
To the Citizens of Minnesota:

One of our most cherished institutions is our public schools.
We all agree that it is the obligation of all adults to provide
a good education for all our youth.

Our state, by constitutional mandate, is committed to pro—
viding for their financial support on a basis which will be
fair to all its young citizens. Since statehood many laws have
been passed, and at times generous support has been given. It
must be recognized, however, that what was sound and generous in
the past cannot meet today's increasing demands.

It is necessary to re—examine our laws from time to time to
see how well they meet our present needs. With this in mind,
the Governor of Minnesota appointed a committee, representing
every phase of Minnesota's economy. This committee, after more
than a year of study, submitted a comprehensive report recommend-
ing a simplified system of school support designed to make a basic
program of education available to all the children of the state.

This report merits your careful study. That is the purpose
of this booklet. We ask that you inform yourself of the pro-—
visions of the proposed bill and its effect upon your own schools
as well as upon the total program of the state. While all
schools may not profit under their present organization, the total
benefit to the state as a whole should be the major consideration.
We endorse placing this information in the hands of the citizens
of Minnesota for study, since only by being fully informed can
we, as citizens, make intelligent decisions.

May we suggest that after careful examination you inform
your state leaders and legislative representatives of your
reaction.

Respectfully yours,

Minnesota School Board Association Minnesota Congress of Industrial Organizations
Minnesota Congress of Parents and Teachers Minnesota Federation of Women's Clubs
Minnesota Federation of Labor Minnesota Associotion of County Superintendents
Phi Delta Keppa

Union of Gross Earnings Towns

Minnesota League of Women Voters
Minnesota Junior Chamber of Commerce
Minnesota Farm Buregu College of Education, University of Minnesota
Minnesota Farm Bureau, Women's Division Minnesata Council of School Executives

Minnesota Grange Minnesota Education Association

American Association of University Women Minnesota Federation of Teachers

ﬂghmqtﬁemimcﬂﬂwwgcﬁodﬂd
pwyﬂmaﬂw@/aa/ﬂmmfa

PRESENT 40 STATE AIDS

L)
“ 1. Non-resident H. S. Tuition
AN &5 2. State Agriculture School Tuitioi.
e 3. Out of State H. S, Tuition
14.,... 44 Teacher Training Dept.

Cle Tr' ghon Aid

-1 6-yr. Elementary School
’1‘-‘ tyr. Elementary School
am or High School
gt fiior High School
9. 88 High School 1
10. 4z "h igh School 3
1 He Spartment o
12. Oné -“‘- her, 8-mo. Ungr
13. One- b r,‘?mo Ungeided
14, Two-Tadger, 8-mo. .,37'“
15. Two-Tedch® .9 -mo. Ung ttictéd
16. SuperiorT¥&y A b
: T

Special Depurimenf.'; ‘ -

17. Agriculture 3 " z,
18. General Indusi “2" ¥)
19. Home Economicgi{as
20. Commercial S2E3e
21. Vocational E Htiof

Special Classes for_}"

22. Deaf
23. Blind

27. G }g;lated School Vel

28. ) ted Pupil it

Na#rresident High School :
ppled Children

ool Library Aid

#iBupplemental

!/2 Rate-Gross Earnings (7 Districts)

“f, *14 Rate-Gross Earnings (County)

5. Summer School Crippled Children

6. Evening School

=137. Apportionment

% 38. Regular Income Tax Aid

39. Non-res. H. S. Income Tax Aid

40, Deficiency and Additional

STATE AIDS UNDER PROPOSED PLAN
Transportation

1. Consolidated

2. Isolated Pupil

3. Non-resident High School
4. Crippled

Special Classes

5. Deaf

é. Blind

7. Subnormal

8. Speech Defective

9. Crippled

10. Summer School for Crippled Children

Gross Earnings

11. Seven districts (2 rate)
12. County (V4 rate)

13. Teacher Training

14. Apportionment

15. Basic

16. Equalization

17. Emergency

An Excerpl

FROM THE GOVERNOR'S COMMITTEE REPORT

""We do not feel that the recommendations
contained in this report constitute a per-
fect program, but it does represent the
concerted thinking of a most representa-
tive and capable committee which through
all its deliberations were mindful of one
primary objective—a state aid program,
simple in operation, which would offer

equal opportunities for all school pupils

L of the State through a basic state aid to

all, supplemented by the State where nec-

essary in order fo guarantee certain mini-
mum standards regardless of the wealth

of the community."

Page 3




What Daoed the ﬂw,mmé School State Aid LRill Da?

There are forty different kinds of state aid at the present time, of which fourteen will
remain in force under the proposed plan. Three new aids have been added—Dbasic, equal-
ization, and emergency.

The revision of the state-aid program as suggested means amending ten existing laws
and repealing thirteen laws now in force. See bill on page 17.

The outstanding purpose of revising the state-aid system is to guarantee a minimum
education for every pupil in the State. In order to do this, the basic plan is built on the
present cost of instruction, which is $110 per pupil unit, in average daily attendance. A
kindergarten pupil attending half-day sessions will count as one-half a pupil unit, an
elementary pupil for one pupil unit, a high-school pupil for one and one-half pupil unit,
because high-school instruction costs about one and one-half times as much as elementary-
school instruction. Seventh and eighth grade pupils attending a junior high school or a
six-year high school will count as high-school pupils.

All aids will be paid on the basis of average daily attendance, corrected for conditions
when pupils cannot attend school because of epidemics, calamity, weather, or other justi-
fiable causes. The correction is not to exceed ten per cent.

BASIC AID

The largest aid recommended is the basic aid, which amounts to $50 per
pupil unit in average daily attendance, including the amount the district is
entitled to as apportionment. Every public school in the State will receive
this aid if it meets the minimum standards set up by the State Board of
Education and the law relating to apportionment.

EQUALIZATION AID

The second largest aid is the equalization aid. It will be paid to districts
having a low property valuation. In all districts educating elementary pupils
and in districts maintaining high schools which have an assessed valuation
of $2000 or more per resident pupil unit in average daily attendance, no
equalization aid will be given. In districts having less valuation, it is pro-
posed that for every drop of $100 in assessed valuation a district would

receive an additional $3 per pupil up to a point where a district having less

than $100 assessed valuation per pupil unit in average daily attendance

would receive $60 equalization aid. This amount plus the $50 basic aid would
. make up the entire $110 per pupil unit.

Additional Provisions of Proposed Bill

A slight variation is proposed for high school pupils in districts that do not maintain
high schools or graded elementary schools. An equalization aid of $10 per pupil unit is
proposed for districts having an assessed valuation of $2000 or over per resident pupil in
average daily attendance, $20 where the valuation is from $1500 to $2000, and $30 for the
range of $1000 to $1500. Below $1000 valuation, the regular scale of equalization aid
would apply. See page 15 of this Booklet for the detailed schedule.

EMERGENCY AID

The purpose of the emergency aid is to make it possible to take care of
school districts that cannot meet the cost of education because of unusual
problems, the aid to be paid on the basis of standards set up by the State
Board of Education.

SPECIALIZED AIDS

The following aids will remain in force as they now are: transportation
aid for consolidated schools, isolated pupils, crippled children, and non-resi-
dent high-school pupils; aid for special classes—blind, deaf, subnormal,
speech defective, and crippled; aid for summer schools for crippled children:
gross earnings aid—one county and seven other districts; and aid to high-
school teacher training departments.

FEDERAL AID

The proposed plan provides for a method of matching funds available by
the Federal Government in the following manner: The State Board of Edu-
cation shall allot the necessary funds to be paid by the State out of the basic
aid. This means that all districts which meet the standards for federal aid
will receive such aid over and above any other state aid.

STATE FUNDS

The number of state funds will be reduced from four to two. The endow-
ment fund which will consist of the interest of the permanent school fund
will be distributed as apportionment. The special state-aid fund will consist
of the funds received from the income tax after the deductions for admin-
istration and replacements and additional amounts appropriated by the
legislature. From this fund the special state aid will be distributed.

Without question some districts in the State would be affected adversely e
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by the plan proposed, but it would go a long way toward correcting numerous
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existing inequalities and would give most of the districts more state aid than

they are receiving at the present time, which fact would make it possible for
the school boards of the State to meet at least in part the increased cost of
education.
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A. PUPIL
1. Upon which unit will state aid be paid?

On Average Daily Attendance with allowance for necessary corrections to cover emergencies
such as storms and epidemics.

. Will kindergarten pupils be counted for state aid as elementary pupils?
Yes. See bill, Section 9 (1.), page 14.

. Will 7th and 8th grade pupils from rural districts attending school in districts maintaining junior
or six-year high schools be counted as high school pupils?

Yes, if the high school is approved by the State Board of Education prior to the time of
attendance.

. Will high school pupils in districts maintaining unaccredited high school work be counted for aid?
No.
. Will high school pupils in 1, 2, or 3 year high school departments be counted for high school aid?

Yes, if the department attended has been approved by the State Board of Education prior
to the time of attendance.

. Will high school post-graduates be counted for aid?
No.
. Will junior college pupils be counted for aid?
No.
. Will average daily attendance in unorganized territory districts be counted by school or by districts?
By districts.
. Does the pupil’s resident district receive the state aid?
Yes.

. From whom does the district maintaining a high school receive payment for educating nonresident
high school pupils?

The pupil’s resident district pays the district educating the nonresident high school pupil $110
per pupil unit in average daily attendance.

. How will payment be made for nonresident high school pupils to the district educating such pupils?
In accordance with instructions to be prepared by the State Board of Education.
12. How will payment be made for nonresident elementary pupils?

By a tuition agreement between the two districts which should be based on the
cost of educating the pupils.

B. TEACHER
1. Will a percentage of the $110 per pupil unit be earmarked for teachers’ salaries?

Yes. At least 656% of the $110 per equated pupil shall be allocated to teachers’
salaries.

Aid Plan Gor Minnesotss Public Schaols

C. SCHOOL ORGANIZATION
1. Will all districts be required to maintain a school of at least nine months?
Yes.
2. Will free textbooks be required for elementary and high school pupils?
Yes.

D. STATE SUPPORT OF PLAN
1. Will local school districts be required to raise local funds based on assessed valuation per resident
pupil before equalization aid is distributed by the State?
Yes.
2. Will local school districts be required to raise funds based on assessed valuation per resident pupil
before basic aid is paid?
Yes.
3. Distribution
(a) Will the State pay the basic aid and equalization aid to the rural district or to the district
educating high school pupils?
Basic, and equalization aid, if any, will be paid by the State to the rural district and
transmitted by that district to the district educating the high school pupils along with
the rural district’s share of the cost of educating high school pupils.
(b) If the appropriations shall be insufficient to pay all aids in full, upon what aid shall the
deficiency fall?
Upon basic aid.
(c¢) How many times during the school year will state aids be paid?
Three. In October, March, and August.
(d) Will closed schools receive aid?
Yes. Closed schools will maintain their identity as under the present law,

Special Aids
(a) Will aid for special classes for handicapped children be paid in addition to the basic and
equalization aid?
Yes.
(b) How will emergency aid be paid?
Emergency aid will be paid under standards established by the State Board of Education.
(c) Will there be any aid available for adult education?
No. Not under the proposed plan.

(d) Will there be any aid available for high school teacher training?
Yes. As provided by legislative enactment.

Federal Aid

(a) Will schools receive federal aid for which they qualify?
Yes.

(b) How will federal funds be matched?
The State Board of Education will allot the necessary funds to be paid by
the State for matching purposes out of the basic aid.
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6. Earmarking Funds
(a) Will the income tax receipts be earmarked for education?

Yes.
7. What state aid laws will be repealed if this plan is adopted?

Laws will be repealed which apply to classification aid, special departments, high school
tuition, and any others which are not consistent with the proposed plan.

E. LOCAL EXPENDITURE FOR EDUCATION
1. Must the entire $110 per pupil unit be used for maintenance?
Yes.
2. Will the rural districts be required to pay a share of the cost of education for their high school pupils?
Yes. After receiving the basic aid and such equalization aid as the district is entitled to.

3. Will the transportation of nonresident high school pupils be required in all rural districts at district
expense?

Yes. The district, however, will be entitled to reimbursement as transportation aid.
4. Should any of the $110 per pupil unit be used for capital outlay or debt service?
No.

F. ASSESSED VALUATION—LOCAL TAXATION
1. What assessed valuation will be used as the basis for computing valuations per resident pupil?

The most recent assessed valuation on file in the county auditor’s office.

2. Will both elementary and high school
pupils attending public schools be in-
cluded in determining the assessed valu-
ation per resident pupil in districts
maintaining ungraded schools?

Yes.
3. Will the proposed state aid plan affect the

school districts adversely that are oper-
ating under a tax limitation law?

No.
G. SCHOOL DISTRICT REORGANIZATION

1. Will there be any encouragement for the
enlarging of school districts?

Encouragement of larger administra-
tive school units must come through a
realization of educational advantages
and economic operation.

Minnesota Musl Meel the Teacher Critis

The financial erisis is not the only one confronting the people of Minnesota in regard
to its schools. The problem of securing and retaining competent teacher personnel is
equally urgent. Sixteen thousand Minnesota teachers have left the profession since Pearl
Harbor. Approximately one-third went into military service and, now that the war is over,
comparatively few are returning to the schools. The others sought and found more remun-
erative employment in other fields.

Teachers currently employed are caught by the rising cost of living, and, in spite of
salary increases to date, find themselves in a low-paid occupation and leave the school
room for financial reasons. The public and the public’s children are the losers. This is
going on at a time when educational services are being expanded, enrolments are increas-
ing, and the ability of the local community to meet the increased financial de-
mands has been severely strained.

The competition the public must meet in most lines which require less training
than teaching can be seen from the list of United States Civil Service positions
within the accompanying salary brackets.

$1690-$2644: Athletic technician, Carpenter’s
helper, Chauffer, Clerk, Clerk-stenographer,
Clerk-typist, Conservation aide, Dental-labora-
tory mechanie, Ditchrider, Draftsman, Engi-
neering aide, Firefighter, Guard-patrolman,
Hospital attendant, Janitor, Laborer, Laboratory
aide, Storekeeper, Telephone operator, Typist,

Voucher-examiner.

To retain a teacher in every school
room, competent, and economically secure
in order to give the desired type of in-
struction to children, demands that funds
be made available to meet the need. This

“‘can be done only through greater partici-
pation on the part of the State.
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BECAUSE: [ ITEM AMOUNT

) 577y O RN i U O o el R e | $ 2,200,000

Demands upon the schools have increased Special Classes for Handicapped Children. .. ...................... 500,000

Our schools need better trained teachers Kaross IR . Lot o8 v it e wve Akt de S dui e A ) 200,000

: - - Basic Aid including Apportionment

Educational costs since 1939 have increased 25% (Based on Average Daily Attendance)........................ 19,761,350

State support has increased only 17% since 1939 Baualization A i<l coimin arrie s s s ety st sy St 5,773,650

Local educational support for maintenance since 1939 has increased 47% IR R sy o e St o ol i B S S M e Ut e Tt 500,000
RN PepATEMENT =05 St oa A daaen PEzars Wk S see dions

Teachers’ salaries have risen from an average of $1061 in 1939 to $1647 in 1945. Setdii S mining Departuons 00

Further increases are necessary Total $29.000,000

Local districts are now making close to maximum efforts in providing funds for

thete schosly SOURCES OF AVAILABLE REVENUE FROM PERMANENT SCHOOL FUND AND
INCOME TAX SCHOOL FUND TO FINANCE THE
PROPOSED STATE AID PLAN

Local revenue has not increased at the same rate as local school costs

The cost of living for the people of Minnesota has risen 39.8%, since 1939. School 1946-47 School Year

costs have likewise been affected ottt =
Interest on the Permanent School Fund which is mandatory

The ability to support a program of education varies among communities under the State Constitution. . .. ..................... $ 3,500,000.00

Estimated free balance of the Income Tax School Fund

Many of our rural youth are denied an enriched educational program to meet F = 5 : .
! ! preg including investments in excess of requirements to

their needs

A5T7 = pn] LI T 5 GOSN S i S S S S L e S 17,000,000.00
Others of our rural youth are denied education due to the high costs of providing Py
adequate transportation Estimated amount available June 30, 1947............. $20,500,000.00
Additional necessary funds cannot be provided locally without placing too heavy 1947-48 School Year
a burden upon the property tax Estimated interest of the Permanent School Fund which is
mandatory under the State Constitution. ... ........... 3,500,000.00

Sufficient number of teachers cannot be secured or recruited until teachers’ salari=s
are materially increased |

—— e ——

Estimated net receipts of State Income Tax June 30, 1948. . . 17,000,000.00*

The teacher shortage has resulted in overcrowded classes to educational disad- Estimated amount available June 30,1948............. $20,500,000.00
vantage of pupil

" " ) ) *These estimates represent gross collections less refunds and administration cost. They were
Minnesota ranks 47th among the states in the nation in the number of 16-17 year . prepared by G. Howard Spaeth, Minnesota Commissioner of Taxation, and are based upon

old farm boys attending high school current revenue trends and the present income and franchise tax act as administered.
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STATEMENT OF POLICY

An Excerpt from the Governor's Committee Report

A Statement of nationwide policies on state support for public schools has been included
under Section II in the Report of Committee on State Aid for Public Schools in Minnesota
to indicate that the proposals of the Committee are in accordance with national trends.

DEVELOPING AN ADEQUATE EDUCATIONAL PROGRAM

1. The educational program can be considered adequate only when provision is made
for meeting satisfactorily the needs of all individuals and groups who can and should
benefit from participation in the educational program.

at any given time.

2. Each State is responsible for determining the extent of educational services which
should be provided by a State program of education and for assisting local communi-
ties in determining the scope of services to be provided in the community.

3. An organization should be projected which will be adequate to render
needed services and provide the necessary facilities for all groups with a max-
imum of efficiency without duplication, overlapping, or omissions.

4. An adequate program of education at State and local levels should be de-
fined in terms of the needs rather than in terms of the funds which are available

5. An adequate educational program should
include the provision of special services for
individuals and groups with specialized needs.

6. Provision should be made for utilizing the
services and facilities of all related agencies
which should properly render services auxil-
iary to education.

7. The minimum or foundation program of
the State should be projected in terms of re-
sources obtainable and considered as a first
step toward developing an adequate program.

8. The educational program which is devel-
oped must be sufficiently flexible to permit
adjustments to meet emerging needs.

Proposed State Aid Bill Gor Schools

A BILL

FOR AN ACT RELATING TO STATE AID FOR SCHOOLS
AND AMENDING MINNESOTA STATUTES 1945, SEC-
TIONS 125.06, Subd. 11,128.01,128.02, 128.04, 128.05,
128.07, 128.15, 131.01, 131.21 AND 290.62, AND RE-
PEALING SECTIONS 128.015, 128,03, 128.08, 128.09,
128.10, 128.11, 128.12, 128.16, 128.17, 128.20, 128.24,
133.04 AND 290.623.

Be it enacted by the Legislature of the State of Minnesota:

Sec. 1. Minnesota Statutes 1945, Section 125.08,
Subd. 11, is amended to read:

125.06, Subd. 11. It may provide for the admission
to the schools of the district, of non-resident pupils, and
those above school age, and fix the rates of tuition for
such pupils. In case a person owns 70 acres or more of
land and pays the taxes thereon, in a common or an
independent school district other than the one in which
he resides, then such person or his tenant shall be admit-
ted to all the benefits of the schools of such district, the
same as residents therein, and if the owner of less than
70 acres therein he or his tenant shall be admitted to all
the benefits of said school the same as residents therein,
upon conforming to such reasonable terms for tuition and
transportation as the board of education of such school
district may have established for non-residents, except
that he shall be entitled to have the amount of school
taxes which he pays to the support of said district applied
in payment of said tuition and transportation fees. Noth-
ing in this subdivision shall be so construed as to authorize
any person who may receive any of the benefits or privi-
leges to vote at any school district meeting of the school
district within which he may receive such benefits or
privileges, but of which he is not a member. In the pay-
ment of state aid, the district in which the pupil attends
because of the provisions of this subdivision shall be
considered the district of his residence.

Sgc. 2. Minnesota Statutes 1945, Section 128.01, is
amended to read:

128.01. For the purpose of aid to public schools; these
funds are established:

(1) The endowment fund, which shall consist of the
income from the permanent school fund; and

(2) The special state aid fund, which shall consist of
the sums appropriated by the legislature for special aid
to public schools.

Sec. 3. Minnesota Statutes 1945, Section 128.02, is
amended to read:

128.02. The endowment fund shall be apportioned
semiannually by the state board of education, on the first
Monday in March and October in each year, to school
districts whose schools have been in session at least nine

* months, in proportion to the number of pupils between

the ages of five and 21 years who shall have been in
average daily attendance during the preceding year, pro-
vided, that apportionment shall not be paid to the district
attended for pupils for whom tuition is received by such
district.

Sec. 4. Minnesota Statutes 1945, Section 128.04, Sub-
divisions 1 and 2, is amended to read:

Subd. 1. 4 copy of the apportionment mentioned in
section 128.02 shail be furnished by the state board of
education to the state auditor,who thereuponshalldraw
his warrants on the state treasury, payable to the several
counties, for the amount due each county. There is hereby
annually appropriated from the endowment fund the
amount of such apportionments.

Subd. 2. The county auditor, upon receiving the war-
rant from the state, shall forthwith apportion the amount
thereof to the various school districts entitled thereto,
and shall at the time of making the March and November
tax settlements of each year apportion to the several
school districts the amount received from liquor licenses,
fines, estrays, and other sources belonging to the general
school fund, upon the same basis provided for the state
apportionment; but no district shall receive any part of
the money received from liquor licenses unless all sums
paid for such licenses in such district are apportioned to
the county school fund. The auditor shall include
in such apportionment all amounts received from
special state aid to schools not theretofore ap-
portioned.

Sec. 5. Minnesota Statutes 1945, Section
128.05 is amended to read:

128.05. The state board of education shall
distribute the special state aid fund in such man-

(Bold faced italics signify new material)




ner and upon such conditions as will enable school districts
to perform efficiently the services required by law, and to
further the educational interests of the state. The board
shall have power to fix reasonable requirements for receiv-
ing and sharing in the state aid. Public schools shall at all
times be open to the inspection of the state board of edu-
cation, and the accounts, records and affairs of any such
district shall be open to inspection by the public examiner
upon request of the state board of education.

SEc. 6. Minnesota Statutes 1945, Section 128.07 is
amended to read:

128.07. Subdivision 1. To receive state aid for trans-
portation, consolidated districts must contain not less
than 12 sections of land and schools in such districts shall
be in session at least nine months in the vear and be well
organized. They shall have suitable school houses with
the necessary rooms and equipment. For transportation
or board of resident pupils in consolidated school districts,
the state shall reimburse such districts at rates to be
determined by the state board of education; provided,
that no consolidated school district shall receive annually
more than an average of $36.00 per pupil transported
or boarded.

All the provisions of law relating to state aid to con-
solidated school districts shall be equally applicable to
the unorganized territory of any county, to county school
districts and also to all school districts of ten or more
townships.

Subd. 2. (Repealed by 1945 ¢.373 8.2)

Subd. 3. For assisting in providing for the school at-
tendance of isolated pupils, the state board of education
may assist school districts or the county board of edu-
cation for unorganized territory in any county in provid-
ing for the transportation or board of such children of
school age as reside beyond reasonable walking distance
from the nearest public school. To this end, the state board
may grant to such school districts not to exceed $50.00
annually for each such pupil transported or boarded.

Subd. 4. The state board of education may assist
school distriets or the county board of education for un-
organized territory in any county in providing for the
transportation or board of such erippled children of school
age as are unable to walk to school with the exercise of

normal effort, but are able to carry the regu-
lar courses of study. It may grant to such
school districts not to exceed $150 annually
for each pupil transported or boarded. The
state board may grant such aid to the district
of residence when a crippled child is trans-
ported for the purpose of attending a
special ¢lass, provided that the total expendi-

State Aid Bill Continued

ture under this subdivision shall not exceed the sum of
$40,000 for one year.

Subd. 5. A school district which does not maintain
a high school shall provide transportation for resident
pupils who attend a classified publiec high school in
another district or board and lodging. The state will
reimburse the district therefor but not to exceed the
rate of $36.00 per year per pupil.

SEc. 7. Minnesota Statutes 1945, Section 128.15; is
amended to read:

128.15. For teacher training in high schools such board
is authorized to determine the amounts of state aid to be
granted to any school district for the maintenance of
this work.

Sec. 8. When aid isreceived through an appropriation
by the Congress of the United States conditioned upon
the state meeting requirements specified by the govern-
ment of the United States the state board of education
shall allot the necessary funds to be paid by the state
out of the basic aid provided in this chapter.

Sgke. 9. Subdivision 1. A pupil unit is the denominator
used to compute the distribution of state aid. Pupil units
for each resident pupil in average daily attendance shall
be counted as follows:

(1) In an elementary school,

for kindergarten pupils attending half day ses-
sions throughout the school year, one-half pupil
unit, and other elementary pupils, one pupil unit,

(2) In secondary schools,

pupils in grades seven and eight in a junior high
school or a six-year high school, who reside in
a district maintaining only an elementary school,
and all other pupils in secondary schools, one
and one-half pupil units.

Subd. 2. Average daily attendance means the quo-
tient to be obtained by dividing the number which rep-
resents the total of all days which all pupils attend
school during the school year by the number of days
during the school year while the school is in session.

Subd. 3. Basic aid is the sum required to be paid to
a school district which, when added to the sum paid to
the district as apportionment, shall total a sum equal to
$50.00 multiplied by the total number of pupil units of
the district.

Subd. 4. A distressed school district is one which by
reason of calamity, high tax delinquency or excessive
debt, or a combination thereof, or by other justifiable
cause 18 unable by taxation to collect sufficient revenue
to maintain its schools therefrom on minimum standards
established by the state board of education.

Additional Jeatures of Proposed Bill

Subd. 5. Emergency aid is money paid by the state
to a distressed school district according to such standards.
Such aid will be paid only when directed by the state
board of education.

Subd. 6. Equalization aid is money paid by the state
to a school district to enable it to maintain such minimum
standards when it is without sufficient taxable property
to meet them.

Sec. 10. Subdivision 1. The policy is declared that
any school district must levy taxes sufficient to produce
revenue equal to $60.00 per pupil unit per annum when
the assessed valuation of all taxable property of the dis-
trict is equal to or exceeds $2,000 for every resident pupil
unit of the district. But when such assessed value is less
than that sum, equalization aid will be paid by the state
to any district other than the one mentioned in subdivi-
sion 2 out of money appropriated for that specific purpose
on the basis shown below, upon condition that the school
district produces from revenue received from local taxes
the sum specified to be produced by local taxation:

Equalization Aid To Be Produced By
of District Per Per Resident Pupil Local Taxation Per
Resident Pupil Unit in Average Resident Pupil Unit

Unit in Average Daily Attendance in Average Daily

Assessed Value

Daily Attendance Attendance
$2,0000rover.. ... ..... —_ $60
1,900 to 2,000 $3 57
1,80010 1,900... .. 6 54
700 101,800,000 .. @ 51
1,600 t0 1,700........ 12 48
1,500t0 1,600........ 15 45
1,400 101,500 :-: .- .. 18 42
1,300 to 1,400.. . 21 39
1,200 to 1,300 24 36
1,100 to 1,200.. . .. 27 33
1,000 to 1,100. wne 30 30
SO0 fo:1;0005 0L L 33 27
800 to 900. .- 36 24
700 to 800. L ET 21
600 to 700... . 42 18
500to0 600........ 45 15
400to 500........ 48 12
300to 400........ §1 9
200to 300........ 54 6
100te 200........ 57 3
Less than $100. . . ... .. 60 =

Subd. 2. In a school district which maintains no high
< school but maintains an elementary school of insufficient
gize to meet graded school standards, equalization aid

is paid by the state for high school pupils residing in the
district but attending high school in another district upon
the following basis:

Equalization Aid To Be Produced By
Per Resident Pupil Local Taxation Per
Unit in Average Resident Pupil Unit

Assessed Value
of District Per
Resident Pupil

Unif in Average Daily Attendance in Average Daily
Daily Attendance Attendance
$2,000 or over. . . . $10 $50
1,500 te 2,000. ... ., 20 40
1,000 to 1,500. ... 30 30
900 to 1,000 ..... 33 27
800to 900..... 36 24
700to 800..... 39 21
600toc 700..... ... 42 18
500tc 600...... 45 15
4000 500.... .. 48 12
300 to 400...... 31 9
200to 300..... 54 6
100to 200........ 57 3
Less than $100.. ... .. . 60 -

Subd. 3. Where two or more school districts hereafter
unite the state aid shall continue to be paid on the basis
of section 10, subdivision 2 of this act for high school
pupils from the districts uniting with the district that
maintains the high school.

Subd. 4. Every school district which maintains only
an elementary school, or has closed its elementary school
and provides instruction in other districts and which re-
ceives basic aid shall pay $110.00 per pupil unif per
annum or the actual cost of instruction chargeable to
maintenance, whichever amount is lower, based on aver-
age daily attendance to the district furnishing elementary
and high school instruction on account of elementary and
high school pupils attending school in another distriet.

Subd. 5. Every school district which receives special
state aid shall (1) maintain school at least nine months
in a year, (2) furnish free textbooks to pupils, and (3)
when it employs teachers shall expend for maintenance
a minimum sum equal to $110.00 per pupil unit, of which
at least 65 per cent per pupil unit is for teachers’ salaries.
If expenditures fall below $110 both the basic aid and the
amount contributed by the local school district shall be
reduced in like proportions,

SEc. 11. Inany case when pupils are prevented
from attending school because of epidemic, ca-
lamity or weather, or other justifiable cause, the
state board of education in determining the amount
of state aid to be allotted to the district may in-
crease the sum to which the district is otherwise
entitled not to exceed ten per cent.

—




SEc. 12. Appropriations made for special state aid are
for the following purposes:

Basic aid; equalization aid; emergency aid; transpor-
tation aid provided in Section 128.07; aid for special
classes of handicapped children provided in Section 128.13;
teacher training mentioned in Section 128.15; gross earn-
ings tax aid mentioned in Sections 128.22 and 128.23,
and summer school for crippled children mentioned in
Section 128.13.

If the appropriations shall be insufficient to pay all
thereof in full, the deficiency shall fall upen basic aid only.

Skc. 13. Special state aid shall be paid to school dis-
tricts in October and March based upon information
available. In August a final distribution for the previous
school year shall be made based upon accurate informa-
tion.

Skc. 14. Minnesota Statutes 1945, Section 131.01 is
amended to read:

131.01. Subd. 1. For the purpose of administration
all public schools shall be classified under the following
heads:

(2) Elementary,

(a) Graded elementary,
(b) Ungraded elementary.
(2) Secondary,
(a) Four-year high,
(b) High school departments,
(¢) Junior high,
(d) Senior high,
(e) Six-year high.
(3) Junior Colleges.

Subd. 2. (1) An elementary school includes all schools
below the grade of a high school.

(a) A graded elementary school shall be a school giv-
ing instruction in the first six years of the public school
course and employing at least three teachers devoting
their entire time to elementary school work, or a school
giving instruction in the first eight years of the public
school course, and employing at least four teachers de-
voting their entire time to elementary school work. In
each such school one teacher may be designated as prin-
cipal.

(b) An ungraded elementary school shall
be a school giving instruction in the elemen-
tary course and employing one or more teach-
ers but not having the rank of graded
elementary school.

(2) 4 secondary school includes four-year
high school; high school department: junior
high school; senior high school; and six-year
high school.

(a) A four-year high school shall be a

school giving one or more four-year courses
* beyond the eight-year elementary course, and

Other Details of Proposed Bill

which shall employ a superintendent, a high school prin-
cipal, and one or more high school teachers.

(b) A high school department shall be a school giving
instruction in high school subjects beyond the eight-year
elementary course. Such high school department shall
employ two or more qualified high school teachers to give
instruction in such high school subjects, one of whom
may be the superintendent of the high school department
and the elementary school associated therewith.

(¢) A junior high school shall be a school having a
separate organization and employing a principal and two
or more teachers giving instruction in the seventh, eighth,
and ninth years of the 12 year public school course. It
shall be located in a school district which employs a
superintendent for the entire system of public schools in
such school district.

(d) A senior high school shall be a school having a
separate organization and employing a principal and two
or more high school teachers giving instruction in the
10th, 11th and 12th years of the 12 year public school
course. It shall be located in a school district which main-
tains a junior high school and which employs a superin-
tendent for the entire system of public schools in such
school district.

(e) A six-year high school shall be a school employing
a superintendent, a high school principal, and three or
more teachers giving instruction in grades seven to 12
inclusive of the public school course.

(3) A junior college shall be a school organized ac-
cording to sections 131.02 to 131.07.

Sec. 15. Minnesota Statutes 1945, Section 131.21 is
amended to read:

131.21. The school shall be maintained not less than
nine months, but this provision shall not apply to night
schools or kindergartens. The school month shall consist
of four weeks. Every Saturday shall be a school holiday
and all legal holidays shall be counted as a part of the
school week.

Sec. 16. Minnesota Statutes 1945, Section 290.62 is
amended to read:

290.62. The revenues derived from the taxes, interest,
and penalties under this chapter shall be paid into the
state treasury and credited to a special fund to be known
as income tax school fund, and be distributed as follows:

(1) There shall be paid from this income tax school
fund all refunds of taxes erroneously collected from tax-
payers under this chapter as provided herein;

(2) There shall be transferred each vear from this
fund to the general revenue fund the amount expended
from the latter fund for expenses of administering this
chapter;

(3) The balance thereof shall be credited to the special
state aid fund to be distributed as in this act provided.

Skc. 17. Minnesota Statutes 1945, Sections 128.015,
128.03, 128.08, 128.09, 128.10, 128.11, 128.12, 128.16,
128.17, 128.20, 128.24, 290.62, 3abed, 4, 5, 6 & 7, and
290.623 are repealed.

Memeorandum @cmce/miny Lawd R@fzeclecf
by Proposed Bill

This memorandum relates to a proposed bill amending the present laws relating to state
aid and repealing certain sections specified in the bill to which reference is herein made.

No explanation need be made in respect to the sections of the statutes which are proposed
to be amended for the reason that the language in the amended sections which is stricken out
is indicated in the draft of the proposed bill and the new matter amending such sections is
underlined.

Repeals—The sections repealed will be briefly mentioned by number and the reasons for
the suggested repeals will be stated.

128.015—The repeal section relates to the income tax proceeds which the present law pro-
vides may be used for current maintenance. It will be observed that Sec. 290.62 is amended
as shown and all the money available for school purposes in paragraph (3) is credited to the
special state aid fund to be distributed as in this act provided. Consequently, there is no need
for Section 128.015 which becomes inoperative.

128.03—This section relates to apportionment of the current school fund. The current
school fund is abolished by this act and Sec. 128.01 creates the special state aid fund, which
includes the money which formerly would have been included in the current school fund.

128.08—This section relates to high school tuition. Such form of aid is abolished and pro-
vision is made in the proposed new act in Section 8 to cover the subject matter by new pro-
visions.

128.09, 128.10, 128.11, 128,12—These aids mentioned, library, classification aid, supple-
mental aid, state aid for vocational education, are all abolished and are covered by Section 8
of the proposed new act.

128.16—Transfer from current to special state aid funds. The current school fund is
abolished and this is not appropriate. See Section I of the proposed new act.

128.17—Under the new scheme in the proposed act there is no prorating of anything except
basic aid in the event that the appropriation by the legislature is insufficient to pay all aid
in full.

128.20—Income tax school fund. This is a matter of terms. The new act proposed, Section
15, provides for the subject matter.

128.24—This is a state appropriation of $50,000 in aid of common schools. If the legislature
wants to leave this section in force, then some scheme must be devised to give it a new name
and properly classify it and include it with other aids so as to harmonize it with the new bill
and not have many different kinds of aid as we have in the present system. In the
proposed bill, this section is repealed because inconsistent with the plan of the new bill.

133.04—Repealed See Section 9 Subd. 4 (2)

290.623—This relates to income tax school fund distribution. The proposed new
bill makes specific provision in Section 15, Subd. 3, which takes care of this money.

Cuarres E. HoustoN
Assistant Attorney General



Sample Form for Coleulation of Aid

(DISTRICTS MAINTAINING GRADED AND HIGH SCHOOLS)

Dist. No = Cotptyr=—————— Town ==

Classification of School (6-3-3) _(6-6) (8-4)__ H.S. Dept._

Average Daily Attendance | i A S Res. _Nonres.
(1945-48) (Kindergarten) (Elementary) (High School)

Assessed Valuation per
Assessed Valuation (1945) . . . . § Resident Pupil Unit . . . . . . . $

[Divide Assessed Valuation by ltem A-lc)

A. Resident

1.  Pupil Units
(Kindergarten, /2; Elementary, 1; High School, 1Y)

(a) Elementary

(b) High School

(¢) Total . :

Funds Available under Propc:sed Pfun

(a) Basic Aid . .
(Iltem A-lc x $50)

(b) Equalization Aid

1.  Amount per Resident Pupil Unit .
{See page 17 for Schedule)

2. Total Amount
(Item A-lc x A-2b (1)

Special Aids
1.  Transportation .
2. Special Classes for Defechves

3 Emergency Aid N

4. Teacher Training Department

5 Gross Earnings

6. Summer Schools for Cnppfed Ch|ldren

(d) Total . . .
(Add Items A- 20, A- '.Eb Qﬂd A 2:1

Nonresident

1.  Pupil Units—High School
(High School, 1Y4)

> Amount Received from Rural Districts for

Nonresident High School Pupils .
(tem B-1 x $110)

Total—All Pupils

e Funds Available under Proposed Plan .
(ltem A-2d plus B-2)

2. Comparison with Present Plan
(a) State Aid—1946-47
Apportionment .
Income Tax
State Aid .

Difference .
(Item C-1 less C-2a)

Under Proposed State Aid Pl

(DISTRICTS MAINTAINING UNGRADED ELEMENTARY SCHOOLS)

e

Dist. No. == - = S Ceiity—

Classification of School

Average Daily Attendance - s Resident
(1945-46) [Kindergarten) (Elementary) [High School)

Assessed Valuation per
Assessed Valuation (1945) . . . . § Resident Pupil Unit

[Divide Assessed Valuation by item lc)

1.  Pupil Units
(Kindergarten, 2; Elementary, 1; High School, 1%2)

(a) Elementary .
(b) High School
() Total

Funds Available under Proposed Plan

(a) Basic Aid .
(Item 1c x $50)

(b) Equalization Aid
1. Per Resident Pupil Unit:

(a) Elementary .

(b) High School .
(See page 17 for schedules)

Amount
(a) Elementary . .
(ltem 1a x 2b(1) (a)

(b) High School . .
(item 1b x 2b(1) (b)

Special Aids

1.  Transportation
2. Emergency Aid .
(d) Tofal . .
(Add ltems 2a, 2bf2a] and '[21:} 2:{1! und '[2]

Education of High School Pupils—Paid to

High School District where Pupils Attend
(item 1b x $110)

Comparison with Present Plan
(a) State Aid—1946-47
Apportionment
Income Tax .
State Aid

Difference
(ltem 3 plus 4a less 2d]
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Section I—The Problem of State Aids in Minnesota

Summary Statement and Findings

State aids are now the major budget pmb'lel_*n
facing every session of the state legisla;ure and it is
quite clear that they will create a sizeable fiscal
headache in 1947. Few people are aware of the
phenomenal increase of $29,564,764 from 1935 to
1944 for state assistance to the local levels of gov-
ernment. The state of Minnesota granted $46,621,120
in aids and shared taxes to various local units of
government in 1944, This was 46% of all _state
expenditures. In 1946 state aids were even higher,
totaling $53,316,689. This new fiscal policy of_lal'ge
sums of state aids* has changed the entire picture
of local finance and forced a revision and expansion
of the entire state tax system.

It is, therefore, important that the citizens of
this state have some rather basic knnwiedge‘ of
the problems concerned with state aids. In the first
place, it is necessary to know the extent that the
state government is now aiding loeal units of gov-
ernment. How does Minnesota's practice compare
with other states? What is the financial condition
of the state government and what are its own
budget problems? Can the state government ex-
pand its tax system in order to meet its own needs
as well as to finance larger state aids? Are the lia-
bilities of expanding the state aid system greater
than the advantages? Is there some other solution
for assisting local units, especially the cities, to
obtain additional revenue without leaning too heav-
ily on the property tax? .

All of these questions must be carefully weighed
if the 1947 Legislature is to make a ;%ound de-
cision. The problems are especially complicated and
complete information is vitally important.

Federal Aids Have Increased Materially

Further, federal aid to Minnesota has incl'ea:-'.{‘_rl
materially being only $2,921,224 in 1930 but it
reached the surpriging figure of $18,601,000 in
1944. Of this amount $11,916,415 was passed on
by the state to local units of government and pro-
vided part of the $46,000,000 figure used above.

The federal government is now assisting the state
in many fields of activity though the major portion
is for dependent children, blind and old age assist-
ance. This amounted to $11,759,236 in 1944, Other
activities included are highways, vocational edu-
cation, health, erippled children, forests, agl'm_ﬂturai
extension and experiment stations, Indian children,
ete.** The federal government has provided for
rather stringent controls and supervision over _al]
activities for which grants are made. This policy
has given them an important place in the operation
of state government in Minnesota and to a Im}lted
degree the same right to interfere in county fiscal
operations. This becomes obvious when one counts
::m are included with wrants-in-aid figures throughout the

report. A shared tax is collected by the state government and a portion

or all of the receipts are shared with the city or county in proportion
to setunl payment of the tax. A grant-in-aid is the payment of funds by

a higher to a lower level of government for various specified purposes.

It is based on an appropriation rather than on a tax. ]
#:Unemployment compensation payments are not included in these figures.

the number of federal field agents permanently
located in Minnesota. ;
State Aids A Major Factor In Local Finance

The importance of state aids in financing local
public expenditures in Minnesota becomes quite
clear when it is realized that in 1944 approximately
30.4% of all local governmental revenue receipts
were in the form of aids from the state govern-
ment. In fourteen counties over fifty percent of ex-
penditures for all units of government therein are
financed by funds raised outside the county, 1. e, })y
state and federal governments. Six of these counties
received sixty percent and over (Cook, 68.9% ; Bel-
trami, 65.2% : Cass, 64.9% ; Aitkin, 62.0% and Mah-
nomen, 60.0%) while Lake of the Woods even re-
ceived over seventy-zsix percent of their revenue
from state aids. .

The large urban counties have also benefited by
state aids to the extent of many millions of dol-
lars. The state government turned $7,949,183 over
to all the units of government in Hennepin County
(includes Minneapolis), $3,517,141 to Ramsey County
(includes St. Paul), and $3,200,164 to St. L_m'ns
County (includes Duluth). It is true that the cities
in these three counties have not been generously
treated but they did receive indirect benefits from
the erants to schools and county governments.
Without Aids Local Mill Rates 41.5% Higher

Another method of showing the extent o_f state
aids is to compute the effect of aids in “r:ml] rate
equivalents,” namely, the increase in mill rates
on property if state aids were withdrawn or abolish-
ed and a local property tax increase were substi-
tuted. If this were done the average rate on prop-
erty throughout the state would be 34.81 mills
higher or an increase of 41.5%. Six counties (Aitkin,
Beltrami, Cass, Clearwater, Cook, Lake of the
Woods) would be forced to raise their average local
levies by over 200 mills and nine counties over 100
mills. It is quite clear that local government in these
counties could not survive if state aids were with-
drawn. : )
Welfare And Education Receive Major Consideration

State subsidies are now granted for every func-
tion of local government but two functions, namely,
“public welfare” and “education” account for 84.87%
of the entire amount. ““Public welfare”, covering
old age assistance, dependent children and relief,
was $19,482,766 and educational aids were only
slightly lower, being $19,210,516 in 1944. Aids
granted for “protection to persons and property”
amounted to $301,471, for ‘“health and sanitation”
$617,683, for “development and conservation of na-
tural resources” $104,575, for “highways and air-
ways” $4,622,606, and for “miscellaneous” $1,328,-
808.

Comparison With Neighboring States y

The question as to whether the Minnesota legis-
lature has been liberal in granting aids to local
units of government and whether it should expand

[4]

its subsidy program can be appraised by com-
paring its aid practice with our six neighboring,
competing states.

The State of Minnesota aids or shares 48.3% of
its revenue with local units of government. This
exceeds the seven state average of 47.2%. Minne-
sota granted a larger percentage than was true
of Illinois (32.4%); Iowa (38.5%); and Michigan
(43.0%). On the other hand, three of our neigh-
boring states granted higher percentages than Min-
nesota—Wisconsin (67.6%) ; Indiana (55.8%), and
Ohio (52.2%).

Grants Per Capita

If state aids were computed on a per capita basis
then only two neighboring states, Ohio ($19.38) and
Wisconsin ($28.84) exceeded Minnesota ($17.24)
in the size of the grant. Similar figures for the
other states were Indiana $17.03, Michigan £17.01,
Towa $13.66, and Illinois $9.43. Again Minnesota
with $17.24 was more liberal than the average of
the seven states which was $16.57.

Based on the two types of comparative analysis
presented above it can be concluded that the state
government of Minnesota is more liberal than the
average practice of our neighboring states in respect
to assisting local governments. We are exceeding
materially the state aid practice of Iowa and Illi-
nois. On the other hand, Ohio and Wisconsin ex-
ceed Minnesota's record.

Liahilities Of State Aids

State and federal aids have served many useful
purposes that need not be listed here since they are
covered rather carefully in the appendix of the re-
port. On the other hand, any system of grants-in-
aid has some rather serious liabilities which raise
a number of questions. The most important of these
liabilities are discussed below.

Loss Of Citizen Control Biggest Liability

The most serious liability of any aid system is
its tendency to confuse the citizen who is anxious4o
fix the responsibility for the growing cost of gov-
ernment and higher taxes on definite public bodies
or officials. A eitizen now pays taxes to-Washington,
the State Capitol, the County Courthouse and the
Town or City Hall and the school district. On the
other hand, the volume of governmental services
do not flow from these various levels of govern-
ment in the same proportion as taxes are paid,
owing to this policy of granting subsidies to the
lower units of government, i. e., shifting the revenues
received at higher levels of government.

Certainly local officials eannot be held accountable
for the tax burden if half of their funds come
from the state and federal government. Actually,
responsibility for higher taxes under the present
system of subsidies must be placed on many hun-
dreds of public officials serving on all levels of
government. Without a vast amount of information

“which they have no time to get or to absorb, citi-

zens are in no position to fix the fiscal responsi-
bility where it belongs.

Effective citizen control over the governmental
processes and finance is still the keystone of the
arch upholding our representative-democratic sys-
tem of government. Any further expansion of the
subsidy system will make citizens’ collective control
of their government just that much more difficult.
Even a scientific system of governmental aids ean-
not avoid this indietment.

[5]

Aids Encourage Extravagance

Ample experience shows that any unit of gov-
ernment largely subsidized from above has its sense
of finaneial responsibility weakened. This, in turn,
encourages carelessness, waste, and certainly ex-
travagance. Spending Santa Claus’ money results
in “pork barrel” methods since many communities
receive aids that they do not need.
Aids Delayed Reorganization Of Local Government

There can be no question but that aids have per-
petuated thousands of unnecessary, overlapping and
wasteful loeal units of government. If school units
were enlarged so that there were sufficient popu-
lation and wealth to render essential services effi-
ciently and to finance them adequately, there would
be little need for state aid except in some special
cases. On the other hand, aids have delayed any
wide scale effort to abolish, merge and reorganize
the local structure of government. This is a serious
problem in Minnesota since only three states exceed
us in the number of local units of government. It is
quite clear that Minnesota is not going to reduce
much further its 7,000 school units so long as the
present system of aids is continued.
Adequate Formulas Not Developed .

Formulas for distributing aids have not been de-
veloped on any scientific basis. Therefore they de-
feat in large part the objectives planned or an-
nounced. Minnesota has used mill rates or assessed
valuations in many formulas. As a result this state
has encountered unusual difficulties in this respeet
due to the township assessing system and lack of
equalization of assessments of property throughout
the state. Inadequate formulas have resulted in
granting aid to many units that have no need for
it while other communities fail to receive enough.
Without an adequate method of determining actual
need, aids fail to accomplish their objectives.

Aids Expand Amount Of Dedicated Funds

State aids have contributed materially to the
bad fiscal practice of dedicating special funds to
some special activity. Most aids are granted either
by the state or federal government to some special
purpose such as old age assistance, highways or
local schools. Local officials have no option but to
distribute such grants for these restricted pur-
poses. Local officials become merely a rubber stamp
for actions of state and federal officials. Local self-
government becomes increasingly an empty shell
when half or more of its funds are derived in the
form of aids dedicated to special purposes.
Aids Have Delayed Cities

The financial plight of many cities in this state
is serious. Municipalities find themselves in a tight
fiscal strait-jacket, leaning as they do on the prop-
erty tax as their major or only source of tax revenue.
On the other hand, state aids or the possibility of
larger grants at each session of the legislature has
delayed any real effort on the part of local officials
to solve their own financial problems on a local basis.

Ample Experience In Many Cities

Fortunately there is ample experience in the last
three or four years to prove that cities can solve
their local revenue problems with certain types
of taxes that do not violate sound economic and
tax principles. Certainly the Philadelphia, To-
ledo and St. Louis (effective August 1, 1946) ex-
perience with the payroll and income taxes can be




cited favorably. Parking meters are new municipal
revenue sources. Amusement taxes can be admin-
istered equitably on the local level. Consumer utility
taxes fall into the same classification. New York
City, Columbus, St. Paul, Memphis, Kansas City,
St. Louis, Los Angeles and many Texas cities have
blazed the trail in this utility tax field. License fees
can be placed on a revenue rather than police power
basis and fixed on some such base as gross income.
Seattle, Chicago, Louisville, Birmingham, St. Louis,
Richmond, San Diego and many other southern
cities are obtaining substantial revenues from this
source. The Twin Cities have demonstrated the value
of financing sewer expenditures with a service
charge based on water bills. Other cities are making
special service charges for garbage and refuse col-
lection. In fact, one can conclude from the above rec-
ord that city officials can solve their own problems
by enacting their own revenue measures,

Possible Trend Of Federal Aids

Through the device of subsidies the federal gov-
ernment now has taken over a definite part of the
operation of state and local government. It can also be
predicted that the trend of federal aids will be up-
ward during the next year or so. This prediction is
based on recent congressional action and the intro-
duction of many new federal aid bills. A few weeks
ago the Congress passed a $500,000,000 highway
aid bill which greatly expanded existing aid laws.
It is anticipated that Minnesota’s yearly allotment
for three years will be $12,440,000. A bill to aid air-
port construction throughout the country to the ex-
tent of $750,000,000 was also passed. An appropria-
tion was authorized by the 79th Congress and Min-
nesota's share of this aid will be approximately
over $700,000 for 1947. There are pending numerous
other aid bills to expand the social security program,
assist in public housing, education, provide health
insurance and construct hospitals throughout the
entire country at an estimated cost of four billion
dollars.

These federal aid proposals have an important
effect on state finances due to the fact that in most
instances the state is required to mateh federal
funds. This, in turn, creates tax problems for the
state government. So-called federal bounties usually
turn out to be financial headaches for the state
governments.

State Aids A Major Legislative Problem In 1947

State aid proposals will be in the legislative fore-
front in 1947. Recently the State League of Muni-
cipalities approved a definite plan to obtain $8,000,-
000 of shared taxes from the 1947 Legislature.
This plan involves raising the railroad gross earn-
ings taxes from 5% to 7%, adoption of a cigarette
tax, and increasing liquor taxes one dollar per gallon.

School Aids Will Increase

It can be anticipated that even without changes
in the law or the rates, school aids will increase dur-
ing the next biennial period by virtue of a sizeable
increase in enrollment. The Commissioner of Edu-
cation recently announced that school aid would
be $1,410,000 higher for the next biennium due sole-
ly to the larger school census.

Following the 1945 legislative session the Gov-
ernor appointed a Citizens Committee of over forty
members to study and recommend a new educa-

tional aid system to the next legislature. The work
of the committee has been completed and the offi-
cial report has been filed with the governor. This
report proposes that the entire school aid system be
revamped to follow a new aid policy. This new pro-
posal would require the state government to as-
sume responsibility for financing approximately 40%
of all local educational costs. This bill reduces 40
aids to seven. There are two systems of aids in the
proposed plan—namely, basic and equalization.

The basic aid involves granting $50 per pupil
unit in average daily attendance and goes to every
public school in the State. The equalization aid is
paid to districts having low property valuation.
Schools having an assessed valuation of $2,000 or
more per resident pupil in average daily attendance
will not receive equalization aid. In distriets having
less than $2,000 valuation, it is proposed that for a
drop of $100 in assessed valuation a school district
would receive an additional $3 per pupil up to a
point where a district having less than $100 assessed
valuation per pupil unit in average daily attendance
would receive $60 equalization aid. This amount plus
the $50 basic aid would make up the entire $110 per
pupil unit.

This plan calls for an increase of appropriation
of six million dollars over 1945-46 or ten million
more than 1943-44. The new aid system would not
create a present tax problem since there is now an
estimated surplus of over fifteen million dollars in
the Income Tax School Fund. However, a sizeable
tax problem would develop in 1949 as current in-
come tax receipts will not be large enough to fi-
nance it and, therefore, the proposal will add to
the many other fiscal difficulties facing the 1947
Legislature. The recent teachers’ strike in St. Paul
has focused considerable attention on the need for
larger school revenues from some source,

It may be necessary to increase the amount ap-
propriated for aids for old age assistance, depend-
ent children and blind due to the fact that Con-
gress increased its share of grants and raised maxi-
mum limits in a number of cases for social security
purposes effective November, 1946. The 1945 Legis-
lature liberalized many of these welfare aids and
increased the maximum grants per case. The new
federal maximum grant for old age assistance was
increased to $45. If Minnesota increases its maxi-
mum grants then larger appropriations will be
necessary.

Higher Aids Will Create Serious Tax Problems

Larger state aids may be granted in 1947 due
either to action initiated by the state legislature or
to the semi-compulsion put upon the legislature to
match new or increased federal aid proposals. In
gither case such action will add materially to the
tax problems facing the 1947 Legislature. It must
not be forgotten that the 1945 Legislature author-
ized appropriations of ten million dollars in ex-
cess of current receipts. Such excess was financed
by surpluses accumulated during the war period.

Furthermore, State spending for the same scale
of services during the 1947-48 biennium will un-
avoidably be much higher due to higher costs of
supplies, materials, equipment, repairs, and espe-
cially salaries in all departments. The surprising in-
crease in enrollment at the University raises a
serious budget problem. The demand of war veterans

for a bonus of $400 for 320,000 veterans is estimated
to cost $128,000,000. Such a proposal would raise
additional tax problems even if borrowing is re-
sorted to.

The University, teachers’ colleges and state in-
stitutions are requesting many new buildings
amounting to thirty millions of dollars. If bonds are
issued for such outlays, the state mill rate on prop-
erty must be increased materially. Such action would
further complicate the tax problems of all local

units of government since the property tax is their
main source of revenue.

Whatever may be the merits for increasing state
aids at the 1947 legislative session, it is crystal clear
that the state is facing the largest tax problem of
many decades merely to balance the state budget
requirements. The financing of larger grants-in-aid
or shared taxes with local units of government at
this time will extend the scope of the tax problem
to record proportions.

Section [I—State Aids Granted in 1944*

State Aids Totalled $46,000,000

In the fiscal year ending June 30, 1944 the state
government paid out in aids to the various loeal units
of government the large sum of $45,668,425. This
was 46% of all state expenditures ($101,216,012).

The state did not supply all of the funds for these
grants, as the federal government contributed $11,-
916,415. Table I presents a summary classification
by function of the seventy different forms of state
aids dispensed in Minnesota. The same material is
presented graphiecally in Chart I. Grants to counties
by function are shown in Appendix E.

State Aids All Functions

It will be noted from Table I that all functions
of government, with the exception of “General Ad-
ministration”, are aided to some extent. However,
“Public Welfare” and “Education” are the two items
most heavily subsidized by the state. In fact they

received 85% of all aids granted. They will be dis-
cussed first.

PUBLIC WELFARE AIDS

_For the year ending June 30, 1944 public welfare
aids exceeded those for any other governmental
function. The total amount granted for this purpose
amounted to $19,482,766. The advent of Federal
Social Security legislation in 1935 forced the state
to enter this field.
Relief Aid

The state government is now contributing up to
50% of total relief costs** unless the county is in
serious financial difficulties. A financially distressed
county received supplemental grants from the state
in addition to grants under the regular formula.
Counties are required to levy two mills for relief
purposes before they are eligible to receive this aid.
The state government then grants an amount suffi-
cient to finance the relief budget so long as the per-
centage of state aid does not exceed 50% of the
total relief expenditures.

Relief funds are allocated by the governor after

* consultation with the Legislative Relief Adyisory

C_ommittee. In making supplemental allocations con-
sideration is given to the prevailing financial and

*The figures in the section pertaining to aid granted differ from aid
figures presented in Appendix D, This is due to the fact that relief cost
in Appendix D is shown by the amount necessary to retire bonds issued
for this purpose whereas the figures in Table I and Chart I are based
on actual distribution in 1944. Education of Defense Workers is shown
as an expenditure in Appendix D but is not considered in Table 1 and
Chart I, because of its temporary nature. A diserepancy also occurs in
that local governmental units are on a calendar year basis whereas the
state is on a fiscal year basis. Consequently in some cases figures shown on
Table I and Chart I appear in the auditor's report in the following year.
**State assumes full financial responsibility for veterans’ relief so this
is not considered a state aid.

TABLE I
STATE AID PAID IN 1944—BY FUNCTIONS
Amount
1. Public Welfare $19,482,766
RENEr s e § 784,099
Old Age Assistance........ 16,687,359
Aid to Dependent Children. 2,065,809
Children Under
Guardianship ....... e 95,499
I1. Education 19,210,516
Apportionment ........ 3,470,881
$10 Income Tax Distribution 4,810,300
Supplemental ........... .. 8,544,007
Special (Classification, De-
partmental, Transporta-
tion) ) L Dy e =) 6,122,749
Other ..... B D I 386,944
Money and Credits Replace-
ment e e i YR o 875,635
IIT. Protection to Persons & Propert 301,471
*Aid to Fire Departmentsp—e- 2 el
2% Tax on Fire Insurance
Premiums .......... : 203,107
*Firemen Relief—2¢; Sur-
tax on Fire Insurance
Praminums. ..o v aa 98,364
IV. Health & Sanitation 617,683
Aid to County Sanatoria. .. 354,372%*
Expense Indigent Patients
Minnesota General Hospi-
L e e e e N A 248,299
County Nurses ....... 7 15,012
V. Development & Conservation of Natural
Resources 104,575
County Agriculture Agents 104,575
VI. Highways and Airways 4,622,606
HighWaYE 0o sinieen ves 4,697,606
ATEWEYR. ez naicatnanstiies 25,000
VII. Miscellaneous 1,328,808
*Bank Excise Tax e 1,038,368
*Co-operative Rural Electrie
e T Ty o 7,638
*Inheritance Tax . .... - 86,496
*Vessel Tonnage Tax... .. 11,170
*Non-taxable Real Estate, . 35,706
Other ......... il 49,430
Total. ..... $45,668,425

*Shared taxes in Minnesota: All receipts collected on the 2¢, tax on
certain fire insurance premiums, 29, surtax on certain fire insurance
premiums and the Bank Excise Tax are returned to local governmental
units with the entire cost of collection being borne by the state. In
the case of the Co-operative Rural Electric Tax, the state retains 595
of the receipts; in the case of the Inheritance Tax 909 (the 1945
Legislature provided that henceforth 204, of the Inheritance Tax col-
lected was to be returned to the county where paid) and in the case
of the Vessel Tonnage Tax 509 of the receipts. Two fees are also
shared in Minnesota, They are employment agency licenses amounting
to $1800 in 1944 and listed in “Other” under the Miscellaneous classi-
fication where 509 of the license fee collected is returned to the city
wherein the agency is located, and nomination fees for public office
when the filing fee for certain elective offices is divided among the
counties comprising the election district for which the filing fee was
paid. The latter does not occur in the year ending June 30, 1944 as it
was not an election year, All other payments to or for other Civil
Divisions can be considered as Grants-in-aid.

*#3$6,364 of aid to County Sanatoria cannot be allotted to counties due to
Ifl:mhillty to fix legal residence of patients and is not included in these
1ZUres.




economic conditions, the relief load and the relief
standards of the county requesting such aid. Total
state aid payments for relief amounted to only
$734,099 in 1944 but have been as high as six million
dollars during the depression years of the nineteen
thirties.

0Old Age Assistance

Recipients of old age assistance are granted up
to $40 per month and in addition thereto the 1945
Legislature provided for special medical and dental
care over and above this amount.

Funds are provided 1/3 by the state, 1/6 by the
county and 1/2 by the federal government. The
assistance is granted to persons residing in the
state for at least five years, 65 years or more of age,
having less than $5,000 in real property, $300 for
single and $450 for married persons in liquid assets,
and must not be a resident of an institution. In
determining their needs due consideration is given
to the current income and resources of individuals.

There were 57,398 on the rolls at the end of the
1943-44 fiscal year and the average grant per case
was $28.40. The state allotment of $16,587,359 to
counties for this purpose in 1944 constituted the
largest single state aid grant. The federal govern-
ment financed half of this amount. The counties
added $3,219,386 to this state grant.

Aid To Dependent Children

For the year ending June 30, 1944 the amount of
aid granted for dependent children (of at least one
vear residence) was limited to $23 per month for the
first child and not to exceed $15 per month for each
additional child in the same home. The limit was
raised by the 1945 Legislature from $23 to $40 for
mother and one child. A second child will receive
$15, and $12 for each additional child. This aid is
financed by the state paying 25%, the counties 25%
and the federal government 50% up to $18 for the
first child and $12 for the second and each addi-
tional child. Inasmuech as the federal government
does not participate in grants exceeding $18 and
$12 respectively, the cost of the balance of grants
in excess of these amounts are evenly split between
the county and the state.

A dependent child is defined as one under 18 years
of age, attending school, or, if not attending school,
unable to be employed due to mental or physical dis-
ability. Unless special circumstances prevail, own-
ership by parents of personal property valued in
excess of $300, exclusive of necessary clothing, fur-
niture and equipment, and real estate not used as
a home precludes granting this aid.

Dependent Children aid allotted to counties in
1944 totaled $2,065,809.

Administrative Costs

In addition to its direct payment for old age as-
sistance and aid to dependent children, the federal
government contributes an additional amount equal
to 5% of its direct welfare contributions for admin-
istrative costs. These funds are utilized for admin-
istrative expense on both the state and local levels.

For the year ending June 30, 1944, $447,351 was
granted to counties from federal funds for county
administrative expense. The amount has not been
segregated in the summary tabulation of aids on

page 7 (Table I) but is contained in the figures for

Old Age Assistance and Aid to Dependent Children.
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Children Under Guardianship

Care of dependent, neglected and delinquent chil-
dren who are not committed to the State Publie
School, commonly termed “Children under Guard-
ianship”, is a responsibility of the county. How-
ever, the state pays a portion not to exceed one-half
the cost for the care of such children. This amounted
to $95,499 in 1944.

EDUCATIONAL AIDS

Local school distriets levied $33,383,683 in taxes
(payable in 1944) for maintenance. To this the state
government added $19,210,5616 in state aids. It is
quite obvious that the state government has as-
sumed a very large share of the financial responsi-
bility for local school expenditures.

An assortment of educational aids has been built
upon a hit or miss basis since the founding of the
state. As a result, there is now a hodgepodge of 40
different aids still in effect.

Apportionment School Aid

Apportionment aid was the earliest granted state
aid. It was provided for in the original state con-
stitution. Revenue for this aid is derived from in-

CHART 1

STATE AIDS PAID IN 1944
By Function

Public
Welfare

42.7%
Highways
10.1%

Education

42.1% Health

Protect.

Amount %

Function o
Public Welfare .......ocrrmmmemonins 519,482,766 42.7
Bldueation oo cmuianiinsia 19,210,516 42.1
HIFHWATS oo 4,622,606 10.1
Health & Sanitation ...........ccc....—. 617,683 1.3
Protection to Person & Property 301,471 5
Dev. & Cons. of Natural

RESOULCEH .. ooy vessins 104,575 2
Miscellaneous ......ccoiviiiiicnee 1,328,808 2.9

come earned on two trust funds (Permanent School
Fund and Swamp Land Fund*) with assets in excess
of $107,000,000 and from the receipts of a one mill
property tax. This tax was temporarily suspended
in 1943 but an amount ($1,200,000) approximating
the revenue from this tax was appropriated from
the Income Tax School Fund.

Apportionment aid is paid on the basis of the
number of pupils five to 21 years of age in average
daily attendance in schools with a minimum term of
eight months. The apportionment per pupil has been
increased gradually from 23¢ in 1863 to $8.60 in
iggzlégThe apportionment aid paid in 1944 totaled $3,-

,881.

Income Tax School Aid Distribution

Apportionment of Income tax receipts (out of In-
come Tax School Fund), generally known as Income
Tax Aid, amounts to $10 per child 6 to 16 years
of age, with sixteen year old children counted only
if attending school. This aid is paid to the district
of residence unless the child is attending public high
school in another district in which case the aid is
paid to the district of attendance. With the excep-
tion of the cities of the first class, this aid must be
applied first to any existing indebtedness. If no in-
debtedness exists, it may be spent for school main-
tenance. The school census is taken each vear and
includes children attending parochial and private
schools. This is a unique provision to include in a
public school aid system and is based upon the
view that the taxpayers of a distriet with large
parochial school attendance are as much entitled to
the tax relief as other districts. For the year ending
June 30, 1944 this amounted to $4,810,300.

Supplemental Aid

The purpose of Supplemental Aid is to provide
financial relief to school distriets with high tax
levies and low assessed valuations so that their cost
of education will not be excessive relative to districts
with more economic wealth, This aid is based upon
the assumption that property valuations are upon a
uniform basis so that assessed values will provide
a true measure of the ability of a district to support
the public schools—which assumption is entirely un-
tenable. This aid also insures at least a minimum
educational offering to every child even though liv-
ing in a poor economic school district. Over the
years the Legislature has expanded the provisions
of this aid law so that in 1944 approximately 1100
digtricts received $3,544,007 whereas in 1916 (year
of enactment) 119 districts received $16,239.

The present law provides that supplemental aid
be limited to districts levying 30 mills or more
(agricultural lands may have a levy of less than
30 mills) for current maintenance (does not include
debt service). The amount of aid is determined by
the difference between the amount computed by
multiplying the number of resident elementary pu-
pils in average daily attendance by $60 and the funds
received from tax levy of 30 mills plus funds re-
ceived from the state in apportionment plus special
state aids. Transportation aid is not ineluded in the
formula. In the case of high schools, the amount is
computed by multiplying the number of resident
and non-resident tuition pupils in average daily at-
tendance by $100. Provision is also made for addi-

*0Only half of the earnings of the Swamp Land Fund go to the ecommon

school fund for distribution as apportionment aid. The other half goes to
support the teachers' colleges, University, and other state institutions.
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tional supplemental aid to bring the funds available
for maintenance up to a minimum of $1,000 per
class room unit.

Special Aids

Most of the “Special State Aids” can be classified
as stimulation aids. They are designed to encourage
various school districts to offer better service, facili-
ties, teachers, additions to curriculum, ete. by pro-
viding funds if certain standards are met. “Special
State Aids” include such aids as Transportation,
Library, Classification, Handicapped Children, Voca-
tional, ete. Special aids paid for the year ending
June 30, 1944 totaled $6,122,749.

Classification School Aids

There are three types of classification aids, name-
ly, high school, graded schools and rural schools.
These aids have for their major purpose the stimula-
tion of better types of schools by fixing standards
and then granting funds to those schools meeting
or exceeding these standards.

A junior or senior high school receives $300 per
year, a four year high school $500 and a six year
high school $600.

A grant of $300 is given for a six year graded
school and $400 for an eight year graded school if
said schools include a minimum nine month term,
suitable working conditions, an approved curriculum
and qualified teachers.

Rural ungraded schools are given the following an-
nual aids :(—

$250 for 9 month school with 2 or more teachers.

$200 for 8 month school with 2 or more teachers.

$125 for 9 month school with 1 teacher.

$100 for 8 month school with 1 teacher.

Superior ungraded schools, so classified as a result
of meeting superior standards pertaining to term,
qualification of teachers, curriculum, ete. shall re-
ceive in addition to all other state aid, a sum of $50
per year.

All classification aids totaled $1,145,625 in 1944.

Library Aids

Library aid is usually listed as a stimulation aid.
This aid is limited to one half the amount spent
but not to exceed fifty cents per pupil in average
daily attendance up to a maximum of 500 pupils;
and up to one-fourth the expense but not to exceed
twenty-five cents per additional pupil in average
daily attendance. It amounted to $24,412 in 1944,

Special Department Or Voecational Aid

In order to stimulate local school officials to en-
rich the school curriculum the state grants fixed
amounts per course in agriculture, home economies,
industrial courses and commercial subjects to high
schools. Agricultural courses receive $500 and $400
each for commercial, general industrial training and
home economics courses.

Schools receiving federal aid for voeational edu-
cation shall receive additional state aid but the total
reimbursement to the distriet shall not exceed three-
fourths the salary and traveling expenses of voca-
tional teachers.

The amount paid out for this purpose in 1944 was
$274,744.

State Unable To Accept Full Federal Vocational Aid

Federal aids for vocational education are known
as the Smith-Hughes and George Deen grants. The




allotment of these federal funds is also governed
by the state law. There is a conflict between federal
and state provisions pertaining to the granting of
aid. For example, the state law limits the amount of
total reimbursement for state and federal funds to
75% of the amount expended for salaries and neces-
sary travel expense of vocational teachers. Federal
law limits this amount to 50%. In addition, the
state law sets a top limit of $500 per department
for classes in agriculture and home economics at
$400. Due to this latter limitation the state is unable
to utilize fully the federal aid available.

Special Classes For Handicapped

Another stimulation aid is aid for classes for
handicapped children. The state grants aid of $250
per pupil enrolled in crippled children classes, $300
for blind, $250 for deaf but up to $400 for non-
resident, $100 for subnormal and $1500 for each
teacher engaged exclusively in teaching speech de-
fectives. In addition, special summer schools for
crippled children are granted $50 per pupil. The state
spent $330,957 for special classes and $8,500 for
summer schools for crippled children in 1944.

Non-Resident High School Tuition Aid )

Because there are few high schools organized in
rural districts and in an effort to encourage rural
pupils to attend, an aid of $7 per month or $63 for
a nine month school year is paid by the state to
school boards operating the high schools. This is
known as non-resident high school tuition, and is
paid only for non-resident pupils. :

Tuition aid also applies to the University oper-
ated regional schools of agriculture even though
their school year operates only six months. The 1941
Interim Committee on Education suggested that this
practice be dropped and the appropriation to the
University be raised to care for this expense. )

The total spent for non-resident high school tui-
tion in 1944 was $2,422,509,

High School Tuition Aid Not Given to Urban Children
Few other states have adopted this high sch_ogl
tuition type of aid. It has caused widespread criti-
cism in this state, first because such aid is grz}nted
regardless of the financial ability of the resident
pupil’s district and second is limited to rural children
living outside a school district operating a high
school. :

In recent years with the per pupil cost of high
school education running well over $150, urban high
districts are further penalized by being forced to
carry the tax burden of the difference between the
state aid and actual costs. In cities of the first classes
some relief was granted by providing that the ecity
boards of education could charge students from out-
side the city the difference between the actual cost
and the amount allowed by the state government.
Logically such a provision should be state-wide in its
application. )

This high school aid law is a stumbling block to
any attempt to reorganize the local school system.
Farmers naturally benefit under this law and are
opposed to being placed in any larger school unit
where a high school exists since their taxes would
be increased materially.

Transportation Aid

The state grants aid up to $36 per pupil trans-
ported or boarded at a consolidated school. In addi-
tion a special transportation (or board and room)
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aid up to $50 per pupil per annum is granted to
all children living more than four miles from the
school. The consolidated school transportation and
the isolated pupil aids amounted to $1,081,255 in
1944 and covered 53,721 pupils.

The state also provided transportation aid for ap-
proximately 21,600 non-resident high pupils and
spent $236,823 in 1944 for this purpose. This aid
is subject to prorating and the method of distribu-
tion is subject to rules and regulations of the State
Board of Edueation. At the present time the rate
is set at 2/8 of cost to the district or $4.00 per
month per pupil and amounted to $450,000 for the
year 1945, ]

Aid is granted for transportation of crlpple{i pu-
pils unable to walk to school. Rates are established
by the State Board of Education but not to exceed
$150 per child per year. This aid is not available to
districts maintaining special classes for crippled
children. The amount spent in 1944 was $19,353.

Taken together these transportation aids have
made possible equal educational opportunities for
over 74,000 children residing in rural areas at a
total cost to the state of $1,500,000. Originally such
aids were for the purpose of promoting the consoli-
dation or merger of schools but little has been ac-
complished in this direction.

Gross Earnings Aid

The state makes a partial reimbursement of reve-
nue lost by certain local school districts due to
exemption of railroad property from the property
tax. This is not a school aid in the true sense being
more in the nature of a reimbursement. In 1944
only eight communities received this so-called aid
which amounted to $153,000—namely, districts in
which railroad property constitutes a large per-
centage of total property values so that they lose
more than 20% of taxable valuation. The aid is
further limited to an amount which when added to
other sources of income produces an average of
2100 per pupil maintenance in high and graded dis-
tricts and $75 per pupil in common school districts
with only one ungraded school. To be entitled to aid,
a school distriet must levy for maintenance at least
35 mills on assessed values aside from railroads
and maintain succeeding levies at 40 mills or 20
mills in common school districts with only one un-
graded school.

Teacher Training Department Aid

High schools maintaining one year teacher train-
ing departments are granted $1500 per department
each year. The total authorized was also limited
to $65,000 a year. There were 30 schools receiving
this aid in 1944 and the total paid out amounted
to $57,449.* For the current year the appropriation
limit was reduced to $60,000 and each department
granted $2,000. Only 27 schools are receiving this
aid today.

Education Of Indian Children
The State Board of Education is authorized to
enter into contracts with the United States Depart-
ment of Interior for the education of Indians in Min-
nesota, to receive grants of money from the federal
government, and to disburse the same in accordance
*This aid is paid for teachers training department operating in 1943

at which time 36 such departments were in operation. In other words,
the aid iz paid the following year,

with the terms of the contract and such rules and
standards as the State Board of Education may es-
tablish. The amount spent in 1944 was $151,804
which, however, is all federal money.

Aid To Counties 40% Non-Taxable Land

This aid, which for the year ending June 30, 1944
totaled $48,000, is paid to counties where 40% of
the land is federal, state, school, swamp, forest,
parkways, University or Indian trust lands. One-
half the funds are for general county purposes and
one-half for schools. This aid is paid to the county
treasurer who then distributes the $24,000 to the
various school districts.

National Forest Aid To Schools

One-half the receipts from the sale of lumber in
federal forests is allotted to counties containing such
national forests for maintaining roads and schools.
The County Treasurer distributes one-half of the
grant to the school districts. The counties are re-
quired to use the funds received for schools or roads
within or near national forests, The aid for schools
amounted to $17,259 in 1944,

Distressed School Distriet Aid

Financially distressed school district aid is
granted to school distriets with low assessed valua-
tion, excessive indebtedness, and high tax delinquen-
cy. The governor, after consultation with the Minne-
sota Public Relief Advisory Committee, determines
the amount of the grant. This type of aid is justi-
fied on the basis that no formula can be worked out
to care satisfactorily for these unusual conditions.
In 1944 $177,574 was spent for this purpose, of
which §99,674 came from borrowed money. The
current appropriation is $200,000 per year.
Rural Credit School Distriet Land Tax

The state pays to the treasurer of each school
district the amount of money that would have been
raised by school district taxes (1942 assessment) on
land acquired by the Rural Credit Department dur-
ing the years 1932-1942. The act limited the total
amount that could be allotted to school districts in
any one county and provided that the total amount
appropriated was to be paid in two installments,
namely, the fiscal year ending June 30, 1944 and
JE’ITIE 30, 1945, The amount paid in 1944 was $106,-
147,

Money And Credits Replacement

Under Minnesota’s former Money and Credits tax
schools received one-third of the funds collected in
their districts. Under the law providing for the
suspension of such tax (1943) and later its repeal
(1945) an amount equal to the school’s former share
($805,912) was appropriated from the Income Tax
School Fund. This was a reasonable replacement of
revenues upon which they had come to rely.

. Conclusion As To School Aids

There is plenty of evidence that the present school
aid system of Minnesota of 40 different types of aid
needs to be revamped. One needs only to turn to the
1941 Interim Committee on Education’s report or
to the same committee’s report in 1943. The Min-
nesota Education Association actively supported a
bill before the 1945 Legislature which if it had
passed would have drastically altered the school aid
system. A year ago Governor Thye created a Citi-
zens’ Committee of over forty members, whose pri-
mary purpose was to appraise our existing school
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aid system and recommend a new plan to the 1947
Legislature.

It cannot be said that the state government has
been niggardly in the total amount appropriated as
aid to loeal schools but neither is there any doubt
that much of the funds expended failed to accomplish
the major purpose intended. The 1943 Interim Com-
mittee on Education stated the problem quite clearly
in the following language:

“Altogether approximately 37 different kinds of
aids are distributed. Some of these aid laws were
written as far back as 1857. Many of the laws gov-
erning the distribution of these aids have been
changed again and again. As a result at the present
time Minnesota has a complicated school aid sys-
tem which needs simplifying and refining. The local
school distriet finds it very nearly impossible to esti-
mate the amount of money it is to receive from the
state, thus making it very difficult to prepare a prop-
er budget. It should be recognized that some of the
aids do meet the modern trend of distribution,
others are antiquated and in many respects do not
distribute money on a plan of equalization based on
service which has been acecepted as fair basis for the
distribution of public school aids.”*

PROTECTION TO PERSONS AND PROPERTY

The funection “Protection to Persons and Prop-
erty” listed in the table is a large and important
activity in local government but only fire depart-
ments are aided by the state. The state does, how-
ever, maintain a State Highway Patrol and a Bureau
of Criminal Apprehension which assists local law
enforcements officers, thereby indirectly aiding local
governmental units in this field.

Fire Departments, either organized or volunteer,
are assisted by a state shared tax. This aid is fi-
nanced by a 2% tax on fire insurance premiums in
the municipality where the department is located.
This amounted to $208,107 in 1944. The second of
these aids or shared tax is a 2% surtax on fire insur-
ance policies in the four largest cities. The amount
of $98,364 in 1944 was allotted to the firemen’s relief
association in these four cities on the basis of the
tax paid.

HEALTH AND SANITATION

Of the three aids listed under “Health and Sanita-
tion” two, namely, Aid to County Tuberculosis Sana-
toria and County Nurses can be classified as stimula-
tion aids, while the third, Expense of Indigent Pa-
tients at the University General Hospital, is a meth-
od of aiding counties to finance poor relief, Indirectly
this aid provides the University Medical School with
sufficient patients for medical training and clinical
research.

Aid To County Sanatoria

Aid to County Tuberculosis Sanatoria was under-
taken by the state prior to World War I when tuber-
culosis was more prevalent. To encourage expan-
sion of County Sanatoria the state agreed to pay
one-half the cost (limit $50,000) of erecting and
equipping each County Sanatorium. This stimulation
program played a major role in the erection of the
fourteen County Sanatoria seattered throughout the
state. Other than in Ramsey, Hennepin, St. Louis
and Ottertail, these institutions are financed by two
or more counties. Due to the decline in the incidence

*Report. Page 21.




of tuberculosis (the death rate for tuberculosis has
declined 74% in the past 25 years) and the vacan-
cies in existing sanatoria, additional units have not
been erected recently so no building aid has been
granted in recent years.

Present aid to the County Sanatoria is $5 per
week to cover a part of the maintenance of those
citizens unable to pay regular charges. Under cer-
tain conditions the state also finances one-half the
cost of tuberculosis surgery. The total granted for
this purpose in 1944 was $354,372.

Indigent Patient Expense

The state carries one-half the expense of indigent
patients at the University General Hospital oper-
ated in conmection with the University Medical
Sechool. The remainder of the expense is borne direct-
ly by the various counties. The original law pertain-
ing to this was enacted in 1921 and is one of the first
efforts of the state to assist in financing poor relief.

This aid also furnished a stimulus for counties
to send patients to the State Hospital where, in addi-
tion to receiving proper treatment, such patients are
available for study and observation by the medical
students. State aid in the amount of $248,299 was
paid for this purpose in 1944.

County Nurses

Aid to County Nurses is granted by the State
Board of Health as a stimulation aid. Funds for this
aid are provided entirely by the federal govern-
ment. They are not allotted by any formula but by
state administrative decision to counties, based on
their ability to pay and possibilities of counties con-
tinuing the program at their own expense. Counties
receiving the aid at this time, therefore, will not
necessarily receive it in the future. Twenty-six
counties received $15,012 in 1944,

DEVELOPMENT AND CONSERVATION OF
NATURAL RESOURCES AIDS

Aid for County Agricultural Agents is the only
aid under “The Development and Conservation of
Natural Resources” function of government. This
aid was inaungurated to encourage the various coun-
ties to employ persons specially trained in agricul-
ture to assist farmers in meeting their problems. A
definite amount ($1,175 in 1944) is made available
for the salary of each county agricultural agent by
the state with the counties contributing the balance
of the necessary funds. All moneys appropriated for
this purpose are under the control of the Director
of Agricultural Extension who is under the super-
vision of the Dean of the Department of Agriculture
of the University of Minnesota. Total state contribu-
tion for the year under consideration amounted to
$104,575.

HIGHWAYS AND AIRWAYS

The first major highway aid was the one mill road
tax on property enacted in 1913 which was collected
by the state and apportioned to the various counties
along with annual income from the Internal Im-
provement Land Fund. A commission composed of
the Commissioner of Highways, State Auditor and
State Treasurer allots these funds so that no county
received less than 3/4 of 1% nor more than 3% of
the funds available. These limitations as to per-
centages were unusual and unlike any other type
of state aid. The maximum limitation obviously pen-
alized severely the three urban counties because
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eventually their proportions of property values far
exceeded this 3% in shares of new yield.

In 1941 the one mill levy was repealed and re-
placed by an additional one cent tax on gasoline.
Of the increased receipts, $1,200,000 was set aside
to replace revenue from the mill property levy.
These funds are spent primarily on state aid roads
which are maintained, improved and constructed by
the counties under rules and regulations promul-
cated by the Commissioner of Highways.

The second source of highway aid to counties is
derived from 1/3 the receipts of the gasoline tax
(less the $1,200,000 mentioned previously). This
amount is allotted to the counties by the same com-
mission and on the same basis for use on county aid
roads. Counties received $4,597,606 in 1944 from
these two aids which includes federal aid totaling
$34,000 for secondary roads.

Airways

Airport construction aid is a new form of subsidy
by the state government. A grant of $25,000 was
appropriated in 1944 to launch the Metropolitan
Airport Commission. A material increase in this aid
was authorized by the 1945 Legislature.

MISCELLANEOUS AIDS

Fourteen state aids are included in the “Miscella-
neous” classification and totaled $1.328,808 in 1944,
Most of these “Miscellaneous” aids do not affect
units of government in all counties of the state.

BEleven of these “Miscellaneous’ state aids amount
to only $196,306 and the bulk of the payments are
to northern Minnesota governmental units to re-
place revenue lost by virtue of the fact that a very
large proportion of property is not taxable due to
gross earnings taxes or ownership of property by
the state or federal government.

The most important items are shared taxes
which are the Bank Excise ($1,038,368), Coopera-
tive Rural Electric ($7,638), Inheritance Tax ($86,-
496), and Vessel Tonnage Tax ($11,170).

Bank Excise Tax
The state imposes an excise tax of 8% measured
by net income upon all national and state banks.
This is essentially an in lieu tax, imposed under the
limitation of federal law upon bank taxation.

In May and November the tax collected, after al-
lowing for refunds and adjustments, is transmitted
to the County Auditor of the respective counties in
which are located the banks paying the tax. The
County Auditor distributes the same to the taxing
distriet in which the bank is located.

Co-operative Rural Electric Taxes To Counties

Co-operative rural electric companies are taxed at
a rate of $10.00 for each 100 members or fraction
thereof which is in lieu of all personal property
taxes. Five percent of the tax collected is retained
by the state to cover expenses of administration and
the balance is distributed on or before July 1 to the
respective counties of the state in proportion to the
number of members of such associations in the sev-
eral counties as of December 31st of the preceding
year.

Counties Share Of Inheritance Tax

Ten percent (1945 Legislature increased this
amount to 20%) of the amount of inheritance tax
paid to the state by county treasurers from estates

of residents of the various counties during any fiscal
yvear is returned by the state auditor on November
il‘St émd placed to the credit of the county revenue
und.

Vessel Tonnage Tax To Counties

Vessels owned within or hailing from a port in
Minnesota navigating international waters may pay
a tax of 5¢ per net registered ton which is in lieu of
other state or municipal taxes on such craft. The
state distributes one-half of this tax to the county
treasurer of the county wherein the port of hail of
such craft is located. Obviously this tax relates al-
most exclusively to St. Louis County.

Non-Taxable Real Estate Aid

_ The fifth item under classification “Miscellaneous”
is aid to towns, cities and counties that have a large
proportion of their property exempt from local tax-
ation due to other types of taxation such as Gross
Earnings Taxes or due to the fact that the federal
government or state owns such land—i.e. that there
is a substantial amount of property of classes ex-
empted from local taxation.

Ope such aid, amounting to $60,000 per year, goes
to cities and villages with less than 12,000 popula-
tion and having at least 25% of their valuation in
exempt railroad property. (This has already been
mentioned as it relates to 8 school distriets). An-
other aid, known usually as an electric interurban
carline aid, is given to four counties, namely, Anoka,
Hennepin, Ramsey and Washington, since the car-
line is taxed on a gross earnings basis. The amount
is only $4,238. Lake County receives $25,000 per

year since gross earnings property exceeds other
property. The amount is equal to one-fourth the
current county rate applied to such exempt property.
Three towns, one in Lake, one in Polk and the other
in St. Louis County, receive $1,500 each per year
s;r;ce gross earnings property exceeds taxable prop-
erty.

The federal government grants funds to counties
having large holdings of federal forest. The receipts
must be used to maintain roads near the forest areas.
The amount granted in 1944 was $34,517 and went
to the following counties: Beltrami, Cass, Cook,
Itasea, Koochiching, Lake and St. Louis.

The final major item in this group is aid given to
counties that have 40% of their land owned by fed-
eral, state, swamp, university and Indian trust lands.
Cook County received $14,500 and Lake of the Woods
$9,500, a total of $24,000 in 1944.

“Other” Aid Under Miscellaneous

Two aids are listed under “Other” and totaled
$49,430 in 1944. One is a refund of employment
agency fees and amounted to $1,800, going to cities
in Ramsey, Hennepin and St. Louis Counties. The
other aid is $47,630 which is distributed to distressed
townships in Aitkin, Pine, Beltrami and Koochiching
Counties. Such a township must have a debt exceed-
ing 40% of the assessed value of real property. The
qun Board of such distressed township makes ap-
plication to the Executive Council who will pay pri-
vate holders of the debt providing that persons
hol_ding 90% of the debt of the township agree in
writing to aceept 25% of the total amount of in-
debtedness as payment in full.

Section III—Effect of Aid Payments

on Local Financing

Source Of Revenue Of Local Units Of Government

Local property taxes on real and personal property
raise approximately 90% of all revenue raised by
local units of government. Some local units, such as
the townships and school districts, depend almost
exclusively upon the property tax for locally raised
revenue. Fees, licenses and service charges furnish
some revenue for cities and villages but are a very
small source of revenue for the counties. The aver-
age aggregate miscellaneous revenues for all local
governmental units are approximately 10% of total
revenue.

Since complete current detailed data are not avail-
able on local receipts from miscellaneous revenue
sources, it will be assumed in the following analysis
that the property tax is the only source of revenue
for local governmental units.

Ten Year Trend Of Local Property Levies

During the ten year period 1935 through 1944,
local property tax levies have increased from $99,-
106,‘673 to $110,968,009—an increase of 11.96% or
an increase slightly in excess of 1% per year.*

*During this same period of time the state property tax levy decreased
from 13.57 mills to 4.5 or a decrease of 9.07 mills. Thus, for the period
under consideration, property tax statements show a net increase of only
2.89 mills (11,96 mills minus 9.07 mills). Citizens who rely on property tax
3t§lt|e‘;xdncnts in judging the trend of local governmental costs are thus
mis .
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. During this same period of time state aids have
increased 30 million dollars—173.3% increase or an
average yearly increase of 17%. Even after making
adjustment for the Bank Excise tax which was for-
merly gollected by local governmental units, the in-
crease in state payments to or for other Civil Divi-
sions approximates 167 %.

Increased Local Expenditures Financed By The State

During this period of time, revenue receipts of
local governmental units (increased receipts from
fees and licenses are not considered) have increased
38 million dollars of which only 30% was raised
locally. In other words, local governmental units
have increased taxes by 12 million dollars whereas
the state has increased payments to or for loeal
governmental units by 30 millions, or more than
double the amount raised locally. Thus, there has
been a startling increase in local governmental ex-
penditures but this increase was financed mainly by
funds received through aids from the state govern-
ment. Any citizen who bases his ideas of the cost of
his local government solely upon his local property
tax statements is sure to be misled thereby.

Local Use Of State Payments
Almost without exception state payments to local
governmental units are earmarked for some specific




purpose such as schools, highways, old age assist-
ance, ete. However, no matter what the purpose of
the grant, the net effect is a reduction of local prop-
erty tax burden. A reduction in the local tax for the
specific purpose for which the state grant was re-
ceived permits a corresponding increase of the tax
for some other activity without increasing the total
tax rate.* In the absence of state grants, funds
would, necessarily, have to be raised locally to carry
on the particular services at the same standards.
Since property is the main source of local revenue,
mill levies would have to be increased materially.

Alloeation Of Funds By Political Subdivisions

Table II presents the allocation of aid funds by
types of political subdivisions. A summary of th.ls
table is presented in Chart II. It will be noted in
this table that the various counties ($24,747,864)

*Property tax statements reflect, in addition to state levies, levies for
schools, counties and munieipal or township sctivities., An increase in state
aid payments to schools, for example, would permit a reduction in the
local school levy which would make possible a corresponding increase in a
muniecipal levy for general government without increasing the overall tax
levy. This operation is, however, restricted in few cases where the form
of government has separate tax levying bodies (park, school, welfare and
library boards, ete.) which act independently and without consideration of
the needs of the community as a whole.

and school districts ($19,210,5616) receive and ad-
minister almost all state aid grants. The amount re-
ceived by cities and villages ($1,657,914) and town-
ships ($52,130) is negligible.

The fact that townships and cities and villages
receive very little direct aid does not mean that they
do not benefit from funds administered by the coun-
ties and the school distriets. School districts main-
tain and operate schools for children whether they
reside in rural or urban areas. The bulk of the funds
received by the counties are for welfare purposes
($19,255,729) and are spent for the benefit of citi-
zens in all political subdivisions.

The administration of welfare funds by county-
wide administrative machinery provides greater uni-
formity, permits employment of trained welfare
workers, and reduces administrative costs. With the
exception of Minneapolis which received $227,037
for relief which they administer direct, all welfare
administration except for relief is on the county
level. There are still 21 counties where the town
boards administer relief expenditures but have noth-
ing to do with other social welfare activities. ;

Counties receive and administer $4,597,606 in

TABLE II

ALLOTMENT OF AID FUNDS BY POLITICAL SUBDIVISIONS
Year Ending June 30, 1944

School Cities and

Counties  Districts Yillages Townships
Protection to Person and Property .
Aid to Fire Departments. ... .......... 2ot s i 7 $ $ $ 233"13.?3;‘ 3
Surtax Firemen’s Relief. . SR AR T R SRS ;
Health and Sanitation oo
Aid to County Sanatoria ST R N oy s T 37
Expense Indigent Patients—Minn. General Hospital ......... Hore 248,299
T T I R ol s o el ] 0 8 KR o O e o 8 et 14 e LG s Lono oA mAeo o 15,012
Development and Conservation of Natural Resources o
Gounly Agriculture Apents. .. itoiv i sniiones voss)imsm = AL 104,575
Highways and Airways ok e
LSE 0, 5 A L SIS =y, o e e e 4,597, .
Airways .. .. S bt i B P e M b 25,000
Public Welfare _
Relief SR e (i Bt 507,062 227,037
0Old Age Assistance R Ch E e e e 12,587,359
Aid to Dependent Children. ....... e ret o e Ca B SR ST B (S [ e 5 2,065,809
Chilldren Tndet GUArdiaBBIID | .- a2t s e sl i s s e srea . 95,499
Education N
Apportionment e I T P YAV EASZR N oA vt oL I Do P A 3,470,881
S0 Inenia - Taes toreos e G g e O PN e TR (et P NPT :1,810.300
SUDPDIEMORERL . o vt ormimesse moemine o ol ey AR S A S I S 3,544,90:{
Special . ML g S T S T S A i = 6,122,749
Money ahd Credits TeDIACOIMOIE. & v aynisoie imaise 5ot oy kv e it 873,633
Other .... 2o 3 e T e Y3 Lot e} e o oo WM i w e LV LY A S TP i At S b e e a 386,944
Miscellaneous
Bank Excise Tax. ... ........ e S N 1,038,368
Cooperative FHEctEE TRE 0wl - o = mmd et e eois aTe el 7,638
Inheritance TaxT. a0 e O Ty ST Y N ek Ao R T 3 AYEToTIE S iy - ?g,igg
Vessel Tonnage Tax R e oo o 1, ; y
Gross Earnings Tax Aid . ........... N ; 25,000 64,238 4,500
Employment Agency Refunds. .. 4 L i 1,800 =450
Distressed Township Aid........... ) o A, MW ] 47,6
Non-Taxable Real Estate Aid....... e e384 e R ) AT s e 41,967

$24,747,864 $19,210,516 $ 1,657,914 $52,130

highway aid, which is spent on state aid and county
aid roads, mainly in the rural areas of the county.
Cities and villages, therefore, do not benefit mate-
rially by this highway expenditure.

Cities And Villages Do Not Benefit From
Highway Aid

Minnesota’s constitution provides that the pay-
ment of highway aid be made to the county. State
aid roads may include mileage within a fourth class
city and in this situation city and village streets
designated as state aid roads would benefit from
state aid funds for maintenance and construction
of the standard road width. This provision, however,
applies only to fourth class cities. County aid road
funds may be spent on any roads designated as
county aid roads including city and village streets.
Some county commissioners designate county aid
roads through a municipality whereas other county
commissioners designate the county aid road only
to the municipal limits. If cities and villages benefit
from county aid road funds they do so upon the
generosity of the county commissioners in the coun-
ty in which they are located.

Municipal authorities cite surveys which point
out that a sizeable portion of the gasoline consumed
and automobile use is within municipal limits and
contend that they are entitled to greater aid for
street maintenance. The record shows that other
states have been more generous in granting high-
way aid to cities. However, it would require a change

CHART II

ALLOTMENT OF AID FUNDS
BY POLITICAL SUBDIVISIONS

1944

Counties

54.2

School Districts C.&V.

42.1%
Townships

Political Subdivision Amount Rate

Counties ...oociiiininn.....324,747,864 54.2
Cities & Villages ........ccooennuneeene.. 1,657,914 3.6
Townships .............. 52,130 2L

School Distriets ....cccooeiiene. 19,210,516 42.1
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in the state constitution before such a change could
be made in Minnesota,

Local Evaluation Of State Aids

The effect of aid payments to local units of gov-
ernment on the state budget has been pointed out.
The effect of state aids on the local units of govern-
ment in the several counties should also be pointed
out.

Various methods are available for evaluating aid
payments to local units of government. One method
is to show aid in relation to total revenue, that is,
the percent aids are of total revenue. Another meth-
od is to translate aid payments in terms of mill rates.
In other words, to show by a “mill rate equivalent”
the necessary levy in mills on taxable value to raise
the funds received from the state in the form of
state aids. These two methods of evaluation are
shown by counties in Appendix Table D, which in
addition, shows the total amount of aid received
by each county. Maps I and II present this evalua-
tion geographically.

Percent Of Total Revenue

Assuming local property taxes to be the only
source of revenue for various political subdivisions
of the state, state aids amounted to 30.4% of their
receipts in 1944. Five counties ineluding Lake of
the Woods (76.2%), Cook (68.9%), Beltrami
(65.2%), Cass (64.9%) and Aitkin (62.0%) receive
more than 60% of their total revenue from state
aids. Fourteen counties received 50% or more of
their revenue receipts from the state. In 19 coun-
ties it constituted 40% to 50% of the revenue, 30%
to 40% in 41 counties; 20% to 30% in 12 counties
and only 15.9% in St. Louis County. It is obvious
that there is little uniformity between the counties
in the amount of assistance received, though it is
true that most of the counties receiving the largest
percentage of assistance are in the northern section
of the state.

State Payments In Terms Of Mill Rates

If the state payments to local governmental units
were cut off and the amount had to be raised locally
by higher property tax levies, the average rate for
the state would be 34.81 mills higher. This would
amount to 41.5% increase in local property taxes.
This shows quite clearly the importance and extent
of state aids in financing local governments in Min-
nesota.

Wide variations are found in the mill rate equiva-
lent for state aids when considered on a county
basis. Such payments to the units of government in
Lake of the Woods County would require an average
local levy of 388.79 mills to raise the same amount
of revenue or an increase of 216% in mill rates. In
five counties, namely, Aitkin, Beltrami, Cass, Clear-
water and Cook, the mill rate equivalent of state
payments is over 200 mills. In nine counties, namely,
Hubbard, Kanabec, Koochiching, Lake, Mahnomen,
Mille Lacs, Pine, Roseau and Wadena, it exceeds
100 mills. In 36 counties such payments are equiva-
lent to a 50 mill levy or more; in seven counties 40
to 50 mills; in 22 counties 30 to 40 mills: in 19 coun-
ties 20 to 30 mills and in three counties 10 to 20
mills. The lowest mill rate equivalent is 15.60 mills
in St. Louis County where high valued iron ore
property in a relatively small segment of the county
distorts the average. In Ramsey and Hennepin coun-




MAP 11

MILL RATE EQUIVALENT OF STATE AID—BY COUNTIES
Year Ending June 30, 1944

MAP 1
PERCENT OF LOCAL GOVERNMENT REVENUE FINANCED BY AIDS—BY COUNTIES

Year Ending June 30, 1944
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ties, which are metropolitan in character, the mill
rate equivalent is 24.52 and 30.25 mills respectively.

Aids Fundamental To Local Government

It is obvious that if it were not for payments of
state aids, local property taxpayers would have their
taxes increased substantially and in most instances
the rate necessary to finance local governmental
expenditures at present levels would be confiscatory.
State aids have now reached a point where they are
a fundamental part of local governmental finances.
In fact, in many of the northern counties local gov-
ernmental activities could not be continued without
a liberal policy of state aids.

Total Amount Of Aid Paid By Counties

The total amount of aid paid the several counties
in 1944 is interesting although the amount in itself
cannot be considered as a valid method for deter-
mining need for such aid as other factors must be
considered.

Local units of government in Cook County, which
has the least population of all counties, received the
smallest amount of state aid, namely, $153,002. At
the other extreme lies Hennepin County, with the
largest population in the state, which received $7,-
949,183. Two other counties received over a million
dollars in aid. They are Ramsey which received
$3,517,141 and St. Louis which received $3,200,164.
The average amount paid per county is $524,924.

Per Capita Payments

State aids equalled $16.36 per capita for the state
as a whole. On a county average basis such payments
varied from a high of $50.50 per capita in Cook
County to a low of $10.60 per capita in Nicollet
County. Six counties, namely, Cook, Lake, Koochi-
ching, Lake of the Woods, Beltrami and Cass re-
ceived over $30 per capita. Six counties received
between $25 and $30:; 16 between $20 and $25; 35
between $15 and $20, and 22 between $10 and $15.
Detailed figures for each county are presented on
Chart III.

Ability To Pay

The property tax is the main source of revenue
for local governmental units and consequently the
per capita taxable or assessed value of property is
an approximate measure of the relative abilities of
the various governmental units to finance their gov-
ernmental services. If state aids are attempts to
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equalize costs and enable all citizens to enjoy and
benefit from certain governmental services, then
governmental units with the lowest taxable value
should receive in the aggregate the largest aid per
capita. Conversely, those with the highest taxable
value should receive in the aggregate the smallest
aid per capita.

Comparison Of Aids With Ability To Pay

Chart III presents graphically by counties the
taxable value per capita (1944 taxable value—1940
population) and the state aid payments per capita
for 1944, In addition, the chart is constructed so that
payments per capita and taxable value per capita
may be readily compared.

An analysis of Chart III reveals that there is little
correlation between per capita assessed property
value and per capita state aid received. It indicates
clearly that the total per ecapita aid paid to any
county is unrelated to ability to pay as measured by
per capita assessed value. For the most part it must
be concluded that state aids in Minnesota have not
met their primary objective which is simply that of
assisting the weaker economic governmental units.

Failure To Equalize

Minnesota’s total aid picture has little relation-
ship to the equalization principle although some
school aids have been enacted as equalization aids.
Rock County* with a per capita taxable value of
$866 received a per capita aid of $14.92 which ex-
ceeded the per capita aid received by 22 other coun-
ties, all with lower per capita taxable value. In
fact, its taxable value per capita exceeded that of
Benton County by approximately three times and
vet per capita aid to Benton County was slightly less
than Rock County. Generally counties with the low-
est assessed value per capita received the largest
per capita aid while the average county receives the
least per capita aid.

It will be noted that only 15 counties with the low-
est taxable value per capita received the high
amounts of aid per capita. This correlation generally
results from the fact that substantial sums are allo-
cated to units of government in these counties by
administrative decision from “jackpot funds” set up
by the legislature for this very purpose and not from
any formula covering the distribution of aid.

*St. Louis County is not set forth as an example as high valued iron
ore property makes it a special case.

CHART II1

PER CAPITA ASSESSED VALUATION OF REAL AND PERSONAL PROPERTY
(1943 COLLECTIBLE IN 1944) AND PER CAPITA STATE AND FEDERAL
GRANTS IN MINNESOTA (1944) BY COUNTY
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19,63 Crow Wing
21,33 Marshall
20,74 Pennington
14.58 Benton
21.93 Rad Lake
1567 Qtter Tail
20,61 Morrison
23.27 Todd
21.95 Snsrburne
20,11 Isanti
19,57 Ancka
15,87 Becker
34478 Lake
24410 Wacena
50.50 Cook
26,96 Kanabeo
30439 Eoochicking
28,41 Mille Luca
28.92 Pine
28.45 Habburd
24,50 Rosesa
27.85 Mahnomen
3025 Beltrami
3425 Casa
40.52 Lake of Wocds-
27.93 Atkin
24.87 Glearwater
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TABLE III

Per Capita State Aid Expenditures for
Selected Governmental Funetions — 1943

Section [V—Comparison of State Aids in Minnesota

Function State and Amount
Wis. Ohio Minn. Ind. Mich. Towa 1L Average
“2 £ : > . 2 I. Highways ........... R e . $59 $563 $241 $447 $538 $667 $251 § 454
lth AldS 1n Nelghborlng StateS IL, Public Welfare . .. ioiuinaiic s 5.56 2.34 7.41 5.54 .70 I 3.93 3.35
3RS SRR e SRR e S 3.84 8.47 6.83 6.47 9.45 83 2.39 .77
IV. Miscellaneous B e 13.48 2.94 .59 .bb 1.48 6.16 .60 2.91

A comparison of state aid policy in Minnesota with
that of its six competing, neighboring states has
ample validity as a method of measuring current
practice in our own state. State governments are in
a competitive field today and no single state can
afford to be far out of line with fiscal practices of

competing states. Chart IV based on figures compiled
by the Bureau of the Census of the United States
Department of Commerce shows the percentages
state aids are of total state expenditures for the
seven states under consideration for 1943. Figures
for 1944 were not available.

CHART 1V
PERCENTAGE OF STATE AIDS TO TOTAL STATE EXPENDITURES

SELECTED STATES
1943

Wisconsin 67.6
Indiana 55.8
Ohio 52.2
Minnesota 48.3
Michigan 43.0
Iowa 38.5
Illinois 32.4
Average 47.2
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V. Total State Aid

$28.84 $19.38

*Less than lec per capita.

It will be noted in Chart IV that Minnesota*
(48.3% ) slightly exceeds the seven state average of
47.2% . Minnesota exceeds Illinois, Towa and Michi-
gan in percent of total expenditures expended for
state aid while Wisconsin, Indiana and Ohio grant
a larger proportion of their funds than Minnesota.

The above figures vary from 32.4% in Illinois to
67.6% in Wisconsin—a range of 35.2%. Thus, there
is little uniformity in the percentage of state expen-
ditures granted for aids in the seven states. Minne-

"I_i‘hese figures vary slightly from those used for Minnesota in other
sections of the report. Without the working papers of the Census Bureau
we are unable to reconcile our figures and classifications with theirs. In
agnite of this handicap the following analysis is comparable for all seven
states,

$17.24 $17.03 $17.D{ $15.66 $ 9.43 $16.57

sota appears to be following the general percentage
trend of its neighboring states.
State Aids Analyzed On A Per Capita Basis
Additional light ean be thrown on this problem
by comparing per capita expenditures for state aids.
Table III presents per capita costs for state aid out-
lays for four main governmental functions. The per
capita method of analysis takes the varying size of
population in each state out of the picture. Total
per Capita Aid expenditures are shown separately on
Chart V.
Two States Exceed Minnesota In Per Capita

State Aid Grants
It will be noted from Chart V, that of the seven

CHART V
PER CAPITA STATE AID EXPENDITURES OF SELECTED STATES
1944

Wisconsin
Ohio
Minnesota
Indiana

Michigan

Iowa

Illinois

Average
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states only two, namely, Ohio ($19.38) and Wis-
consin ($28.84) exceed Minnesota in per capita state
aid grants of all types. Illinois grants the smallest
amount ($9.43) with Iowa ranking next ($13.66).
Minnesota’s $17.24 slightly exceeds the mean aver-
age (Indiana $17.03). This type of analysis indicates
that Minnesota has been rather liberal in granting
aids. The following discussion will determine just
why Minnesota grants the highest per eapita aid of
the seven states.

I—PER CAPITA STATE HIGHWAY AID
RELATIVELY SMALL

Minnesota’s per capita state aid for highway,
namely, $2.41, is the smallest of all states under con-
sideration and is $2.13 less or 46.9% less than the
average per capita grant of these states, Iowa’s
grant of $6.67 is the largest of the seven states and
by coincidence exceeds the average of the seven
states by exactly the same amount ($2.13) that
Minnesota falls short of the average. It ean be con-
cluded that Minnesota’s practice with highway aids
is not accountable for our high ranking. The figures
for highway aids for each of the seven states are
presented on Chart VI.

CHART VI

PER CAPITA STATE AID EXPENDI-
TURES FOR HIGHWAYS

Selected States—1944

Q $5
Iowa $6.67
Wisconsin 5.96
Ohio 5.63
Michigan 5.38
Indiana Lo 47
Illinois 2.51
Minnesota 2.41
Average 4.54

State Constitution Limits Highway
Aids In Minnesota

The amount of aid Minnesota can grant political
subdivisions from customary sources of highway
revenue, that is, gasoline and motor vehicle taxes, is
unfortunately limited by the constitution to one-
third of the net receipts of the gasoline tax. Raising
the gasoline tax would, of course, provide some addi-
tional revenue for this aid but such a step would
also make Minnesota’s gasoline tax the highest of
all states under consideration. At the present time,
Minnesota, Iowa, Indiana, Ohio, and Wisconsin tax
gasoline at 4c per gallon while Illinois and Michigan
tax it at 3¢ per gallon. North and South Dakota, two
other neighboring states, levy a tax of 4c per gallon.

(22]

Minnesota Has Extensive State Road System

The need of road funds in Minnesota is shown by
the following tabulation which lists miles of state
highways and miles of road other than state high-
ways for the seven states under consideration as of
July 1, 1939.* It will be noted that only one state has
a greater trunk highway mileage than Minnesota
and that Minnesota exceeds all states in road mileage
other than trunk highways.

Miles Miles

State Highways Other Roads
Ohio 16,611 68,995
MINNESOTA 11,372 107,265
Illinois 10,963 92,221
Wisconsin 10,001 72,282
Indiana 9,979 66,824
onva 9,626 93,343
Michigan 9,456 83,443

Cities Not Aided

Minnesota is the only state under consideration
which does not grant cities aid for highway pur-
poses. Cities benefit from aid in the other six states
by the following provisions.**

Illinois—1/3 of 3¢ motor fuel tax by population. This
amounted to $5,160,000 in 1944.

Indiana—3$3 million of motor fuel tax receipts to cities
and towns by population.
$2 million of motor vehicle fees to cities and towns

by population.

Iowat—-3f 5 of a lc increase enacted by the 1945 legisla-
ure.

Michigan—about 1/3 of $2.55 million from motor fuel
tax reaches cities after priorities to counties, ete.
Motor vehicle license fees are allotted 100% to
counties of source but municipalities share after
certain priorities. Cities received $7,698,000 in 1944.

Ohio—18.76% of “basic” 3c motor fuel tax, 25% of li-
cense fees issued to residents. This aid totalled
$10,543,000 in 1944,

Wisconsin—20% of net motor fuel tax by source of met
registration fees.

20% of motor vehicle fees to city, village, or town
or origin. Aid amounted to $5,270,000 in 1944,

From the above tabulation showing state highway
aid policy to municipalities, it is obvious that Minne-
sota has ignored municipalities insofar as highway
aid is concerned. Many authorities contend that cities
as well as rural areas should receive highway aid
funds and cite testimony of the Public Roads Admin-
istration to Congress that most of the gasoline
consumption and automobile use are within muni-
cipal limits.

II—PER CAPITA WELFARE AIDS

Chart VII showing per capita Public Welfare aids
reveals Minnesota ranking highest with $7.41. This
amount exceeds by a substantial margin the praec-
tices of the other six states. It exceeds the average
per capita grant of $3.35 by 121.1%. Is this high
Minnesota record due to liberal aid laws, poor ad-
ministrative practices, unfayorable economic condi-
tions or a combination of all three factors?

Local Welfare Financing Required

For the three welfare programs under the Federal
Security law, namely, Old Age Assistance, Aid to
Dependent Children, and Aid to the Blind, the Fed-
eral government contributes 50% and, among other
things, requires financial participation by the state
and/or local governments. The various states may

*From Roads and Streets—July, 1940,

**From “Shared Tuxes” by Leo Day Woodworth—

Association Report No. 155, November 1944, except Iowa which reflects
changes enacted in 1945,

elect to finance the entire amount or require some
local financial participation. An analysis of the ex-
tent of local financial participation in the six neigh-
boring states is presented in Table IV. This anal-
ysis may answer in part the question as to liberality
of welfare aids.

CHART VII

PER CAPITA STATE AID EXPENDI-
TURES FOR PUBLIC WELFARE

Selected States—1944

Q $5
Minnesota $Z.41
Wisconsin 5.56
Indiana 554
Illinois 3.93
Ohio 2.34
Michigan .TO
Iowa *
Average 3.35
?

¥Less than one cent.

It will be noted in Table IV that federal financing
in the aid to Dependent Children program and the
Aid to the Blind program does not always reach
50%. This is due to the fact that under the Social
Security law the federal government provides 50%
of the cost of such programs up to certain case
limits. Grants in excess of case limits must be borne
entirely by the state or local governmental unit or
both. Table IV is based on actual expenditures which
reflects payments in excess of federal limits.

In considering the above percentages another
qualification needs to be noted. If a state government
elects to pay the entire cost, then it can be said
that state aids for this activity is 1009%. At least it

has relieved the local taxpayer 100%. On this basis
the tabulation at the beginning of this section should
be revised. For example, the state government in
Illinois finances the entire costs of all three social
security programs and approximately half of relief
costs. If this action were considered as state aids,
then the low percentage (32.4%) would be raised
substantially. (See Chart IV).

Local Financial Participation Small

It will be noted that in the seven states under
consideration only three, namely, Minnesota (17%),
Indiana (20%), and Wisconsin (20% ) require local
contributions in financing old age assistance. Of
these three states Minnesota grants the highest
percentage of aid. In the other four states this pro-
gram is financed entirely by federal and state moneys
and accounts for the small per capita state aids fgr
this purpose. In this instance it might well be said
that state aid in these four states is 100% since
local communities are not asked to put up any
funds.

For the United States as a whole the federal gov-
ernment furnished 48%, the states 45% and only
7% of the funds expended for old age assistance
were furnished by local governmental units.

In this respect it can be said that the state gov-
ernments of Illinois, Iowa, Michigan and Ohio exceed
Minnesota in liberality in financing this activity.

Grants for Dependent Children Large

Illinois is the only state which does not require
local financial participation in Aid to Dependent
Children programs which in effect is a 100% aid
policy thus ranking Illinois as the most liberal state
in financing this activity. The state of Minnesota
ranks fifth highest in liberalty in financing aic_i to
dependent children, being exceeded by Illinois, Michi-
gan, Indiana and Wisconsin.

Federal participation is less than 50% in four
states, namely, Minnesota, Michigan, Ohio and Wis-
consin due to the fact that aid in excess of the
federal maximum of participation is granted.

Loecal governmental units furnish 17%, the states
46%, and the federal government 37% for the
United States average of the Aid to Dependent Chil-
dren programs.

Minnesota Aid To Blind Generous

In the majority of the seven states under _consid-
eration, financial participation is not required of

TABLE 1V

Welfare Financing in the United States and Selected States®
(Based on data January to June, 1944)

Program and Percent of Federal, State and Local
Participation

5 - D.C. AB. Relief
State OJK.A. 5 A_P C e -] :
F S L F S L F s L S L
MEDDEROBR i b s s o e e G s A P e 3a s e 50 33 17 42 29 29 47 53 0 28 72
BINMOIR. <ol em b oS e s e A ST e R 8 e A LA e B e s 1 s 50 50 0 50 50 0 50 50 0 47 53
RTVRIRTII | ity e e v a7 Tl Rl &4 oV o (701 1 oY MR 50 30 20 50 33 22 50 b0 0 0 100
I e e e L e, et 50 50 0 50 25 25 50 25 25 2 98
.5 T T e S L e o S e o 50 50 0 28 68 4 50 50 0 53 47
Ohfopien W 0 e e Ve A e 50 50 0 35 29 36 50 17 33 100 0
W AeOna I . B e B e e 50 30 20 32 33 35 50 30 20 3 97
A R R e B e Ty Y, e et S 48 45 7 37 46 17 48 39 13 49 51

*The Social Security Bulletin, June 1945, published by the Social Security Board, Washington, D. C.
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local governmental units for Aid to the Blind. The
three states requiring such financial participation
are Iowa (25% ), Ohio (33%), and Wisconsin (20%).
It appears that Minnesota, with Michigan, Indiana,
and Illinois are more generous in respect to the local
units since the state governments carry the burden
of financing this activity without any assistance
from the counties. Inasmuch as Minnesota grants
no state aid for blind, this item does not answer the
q%estion as to our high ranking in per capita state
aid.

Local governmental units furnish 13%, the states
39%, and the federal government 48% for the
United States average of aid to the blind programs.

Relief Financed By State And Local Government

At the present time the federal government makes
no contribution to the relief programs carried on
by the various states. This program is now financed
entirely by state and/or local government. However,
during the depression of the thirties the W.P.A. and
P.W.A. relief programs were sponsored by the fed-
eral government and amounted to many billions of
dollars. An analysis of the relief laws of the various
states reveals that local financial participation is re-
quired in 44 of the 48 states. The four states not re-
quiring local participation are Arkansas, Arizona,
Ohio and Pennsylvania.

Relief—Local Responsibility

Ohio is the only state under consideration which
does mnot require local financial participation in fi-
nancing relief, thus, in effect, placing Ohio in the
100% aid bracket in this field. All other states with
the exception of Michigan (47%) require local gov-
ernmental units to finance 50% or more of relief
costs. In fact, in Indiana all relief costs are financed
locally, while in Jowa and Wisconsin 98% and 97%
respectively are financed by local governmental
units. The State of Minnesota finances 28% of relief
costs. For the national average the states supply
49% of relief costs and local governmental units
51%.
Little Uniformity In Aid Practices

Little uniformity in regard to local or state parti-

cipation in financing welfare aids is present. If relief
is disregarded, the state contribution exceeds that of

local government. The majority of the seven states
under consideration do not require any loeal finan-
cial participation for Old Age Assistance and Aid
to the Blind. Local governments contribute financially
in all but one state (Illinois) for Aid to Dependent
Children program.

Illinois is the only state under consideration which
does mot require local financial contributions for
Old Age Assistance, Aid to Dependent Children, and
Aid to the Blind and also carries approximately half
of relief expenditures. The same can be said of
Michigan except for a 4% contribution for Aid to
Dependent Children. These two states have eased
materially the tax load on local property owners.

In regard to relief, substantial local participation
is required in all states except Ohio where relief is
financed entirely by the state.

Welfare Grants As A Factor In High Ranking

Additional light can be thrown on the question of
Minnesota’s high per capita grants for “welfare”
activities by analyzing the amount spent per case,
irrespective of the percentage financed by the fed-
eral, state or local government, the number of cases
and expenditure per capita for the entire year in
each of the seven states. This data is presented in
Table V.

We might as well give most of our attention to
Old Age Assistance grants and ignore the data in
respect to dependent children, blind, and relief since
Minnesota’s standing for these aids is not out of
line with the other states. In addition, most of the
money involved in welfare aids is concerned with
old age assistance allowances.

Minnesota Has Highest Per Capita Expenditure
In the first place one finds Minnesota at the top
of the list with $7.76 per capita expenditure for
old age assistance. Iowa follows with $7.74, Illi-
nois with $6.30, Ohio with $6.29, Michigan with
$5.59, Wisconsin with $5.31 and Indiana with the
lowest of $5.07. This data clearly indicates that
Minnesota’s high welfare ranking is due to the
state’s policy in the old age assistance program.
Why this is so raises a number of other questions.
It might well be due to loose administration of the
law, to a liberal law which permits easy access to a

TABLE V

THE AVERAGE GRANT, NUMBER OF CASES, AND TOTAL AMOUNT GRANTED PER CAPITA*
For Various Welfare Activities in Seven States

Old Age Assistance

Average grant—June 1944........... 28.40 30.91

Per Capita expenditure**. . ... . ..... 7.76 6.30

Number of cases—June 1944......... 57,398 128,808
Aid to Dependent Children

Average grant—June 1944........... 40.01 33.09

Per Capita expenditure**... ... ... ... 1.02 1.19
o l}lumber of cases—June 1944....... . 5,458 21,247

ie

Average grant—June 1944, ... .. ... 24.80 32.67

Per Capita expenditure**. . ... ... ... 75 1.45

Number of cases—June 1944 ........ 6,050 28,296
Aid to Blind

Average grant—June 1944........... 33.92 31.78

Per Capita expenditure**. .. . ........ 15 25

Number of cases—June 1944......... 945 6,004

*August 1944 Social Security Bulletin, Vol, 7—No. 8, pages 21 and 22.

Minnesota Illinois

Indiana TIowa Michigan Ohio Wisconsin Average

24.16 28.40 29.15 28.56 27.45 28.60
5.07 7.74 5.59 6.29 5.31 6.22
59,074 51,326 85,664 124,836 47,324 79,204

34,26 26.69 60.06 50.96 49.46 42.77
.90 41 1.72 72 1.32 113
7,403 3,046 12,875 8,157 6,428 9,230

18.20 15.85 29.31 25.81 23.24 27.44
44 56 53

i 45 .71 . .
5,912 4,748 10,032 11,727 5,338 10,300

30.68 31.96 33.11 25.68 27.77 30.32
24 .23 09 14 1T .19
2,242 1,360 1,270 3,201 1,625 2,364

**For full fiscal year ending June 30, 1944—Social Security Bulletin, June 1945, page 24.

***Figure unavailable.
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pension, to the practice of paying excessive grants
per case or to unfavorable economic condltlons_.

Loose administrative practices in Minnesota might
place more people on the rolls than in the other six
states. There is no evidence that this is true in Min-
nesota since all seven states are closely supervised
by federal investigators.

Grant Per Case Not High In Minnesota

In respeet to size of the average grant for -June,
1944 (the last month of fiscal year under considera-
tion) one finds that Minnesota is not unusually lib-
eral. In fact, Illinois $30.91, Michigan $29.15 and
Ohio $28.56 exceed Minnesota with $28.40. Iowa
equals Minnesota’s allowance while Wisconsin w1t}1
$27.45 and Indiana with $24.16 rank below us. Ey1-
dently one cannot find the answer to the question
of our higher ranking in the size of the grant for
old age assistance. It will therefore be necessary to
study Minnesota's ranking as to the’number of old
age assistance cases on the roles in the various
states.

Minnesota Has Excessive Number Of Cases

Minnesota had 57,398 cases on the roles in June,
1944 while Wisconsin with a larger population had
only 47,324. Although these figures are startling, a
better measuring stick as to the number of cases
is offered by computing the number on the roles to
each 1000 of those potentially eligible (i. e., to each
1000 persons sixty-five years of age and over.)
From this computation we get the following re-
sults:*

Minnesota 233
Michigan 228
Iowa 205
Ohio 199
Illinois 190
Indiana 181
Wisconsin 171
Average for Nation 202

Minnesota has more persons on the roles per 1000
potentially eligible than any of the other six states
and much in excess of the average for the country,
thus the answer to our high ranking for “welfare”
grants is quite apparent. Immediately one is prompt-
ed to seek the reason for this high ranking.

Eligibility Requirements A Factor

The old age assistance law may have a few re-
quirements as to eligibility, such as the amount qf
property, annual independent income, length of resi-
dence, lien provisions, children’s support, ete. Varia-
tion in the above requirements affect eligibility. An
analysis of such eligibility requirements does indi-
cate that Minnesota’s law is unusually free of such
restrictions.
Minnesota Liberal As To Property Holdings

Minnesota permits an applicant to have $5,000
(net value) of real property. No other state except
Wisconsin is as liberal in this respect as Minnesota.
Iowa permits a single person to have $2,000 of real
property and a spouse $3,000. Illinois permits $600
for a married couple but the homestead is also
exempted. Michigan fixed $3,500 as its top lirmt_ and
Ohio $4,000 for married couples and $3,000 for single
persons. ; _

This liberal property provision in Minnesota is
undoubtedly one of the factors explaining the large

*From Issues in Social Security, pp. 329,

number on the old age assistance roles. -Minnesota
does have one counter balancing re_strlctlon, name-
ly, the lien provision. Only Wisconsin and Iowa join
Minnesota in requiring that pension grants be-
come a lien on any property owned by the recipient.
In fact, there is little reason for a lien provision in
states like Iowa and Illinois that do not permit the
applicant to retain real property of relatively high
value.

Thirty Percent Under Lien Clause g

In November, 1944, 31% or 18,800 recipients of
old age assistance grants in Minnesota had property
and were, therefore, under the lien provision of the
law. In a sense, where the state is in a pqsﬂ:mn to
collect the amount paid recipients as a lien upon
death, the state is not paying a pension in so far as
the taxpayer is concerned but is merely advancing
subsistence funds until the recipient dies.

Through the lien provision $487,750 was returned
to the state in 1944 and $643,531 in 194_5. The num-
ber of persons involved in these figures is not known
but if sueh persons are not considered true pen-
sioners, then our rolls might be said to be two or
three thousand less than they actually are.

Economic Conditions A Factor In Minnesota v

Minnesota is largely an agricultural state with
few industries, which may account for the large
number of old age assistance recipients. Industries
tend to provide independent pension plans for their
superannuated employes. This factor would have a
bearing in Illinois, Michigan, Indiana and Ohio,
which are highly industrialized.

Minnesota does have a financially distressed area
in the northern forest cut-over area that does not
exist in the other states with the exception of Wis-
consin and Michigan. A study of this situation in
Minnesota was made by the state Department of
Social Welfare and published in the Social Welfare
Review, December, 1943.* e

Thigs survey showed that in Cook, Pine, Aitkin,
Cass, Hubbard, Beltrami, Koochiching, Lake of the
Woods and Mahnomen counties over 50% of those
65 years of age and over were actually receiving old
age assistance in January, 1943. Kittson, Rose:}u,
Clearwater, Becker, Wadena, Todd, Morrison, Mille
Lacs, Kanabee, and Traverse counties had over 40%.
The average for the entire state was only 26.8%.
This data indicates quite clearly that the northern
part of the state is accountable for an unusually
large proportion of the old age assistance roles: This
condition is undoubtedly due to poor economic op-
portunities in this section of the state.

III—PER CAPITA GRANTS-IN-AID FOR
EDUCATION

On Chart VIII one finds only two states exceeding
Minnesota’s allowance of $6.83 per capita for educa-
tion. Michigan grants $9.45 while Ohio grants $8.47.
Relatively speaking, in Illinois ($2.39), Iowa ($.83)
and Wisconsin ($3.85), little state aid is granted
local schools for education. £ .

The United States Office of Education in its bien-
nial survey of education in the United States pub-
lished figures for the year 1939-40 (latest year avail-
able) which throws additional light on state school
aid policy. The following tabulation from this source
shows the percent of receipts from taxation and

*Page 13.
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appmpriatiqn from state, county and local sources
and expenditure per pupil in average daily attend-
ance for current expense (including interest) for the

seven states under consideration and the National
average.

Source of school receipts from
taxation and appropriations.

State _l"e;n];:c\il
in A.D.A, Sta
) ; Expense perc:ﬁt pcec:":.:::ltr pIe':"::xllt

Illinois 121.09 10.2 1 89.7
MINNESOTA 104.20 35.2 1.6 63.2
Ohio_ 103.83 37.7 15 60.8
Michigan 100.67 46.0 5 53.5
Wisconsin 93.82 18.7 9.6 1.9
Towa 90.32 1.1 2.6 96.3
Indiana 89.18 33.2 8 66.2
U. S. Average 94.03 30.6 6.8 62.6

Per Pupil Education Cost High In Minnesota

It will be noted from the above tabulation
only Ilinois ($121.09) exceeds Minnesota’s %1051}.1235
per pupil educational cost. In Indiana per pupil edu-
cation cost amounts to only $89.18. In fact Minne-
sota exqeeds the national average by over $i0.

In this connection an interesting observation can
be made. The highest per pupil education cost occurs
in the state (Illinois) with the largest number of
school dlStI’lctS. (12,129) while the lowest occurs in
the s‘tate (Indiana) with the least school districts
(1,185)._Mlpnesota ranks second in the number of
school d:strlctg. as well as in the cost per pupil. All
of the states listed, with the exception of Iowa, pay
an average higher salary for its instructional staff
than Minnesota. Instructional costs constitutes the
bulk of school costs yet Minnesota ranks second
high in per pupil educational costs.

Minnesota Furnishes 35.2% Of School Revenue

The percentage of school recei i i
] pts or aid f 3
by. tl_le state varies from 1.1% in Iowa touigi,’?&h?g
Michigan. The State of Minnesota ranks third in the

CHART VIII

PER CAPITA STATE AID EXPENDI-
TURES FOR SCHOOLS

Selected States—1944

# (B 35

Michigen $9.45
Ohio 8.47
Minnesota 6.83
Indiana 6.47
Wisconsin 3.85
Illinois 2.39

Iowa o8

Average 5.77
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percent of aid provided local schools, furnishin
35.2% pft_theirlg:otal revenue from taxation ang
appropriations. is exceeded only by Michi

(46%) and Ohio (37.7%). : s

Schools Local Responsibility In Iowa And Hlinois
In Towa, for all practical purposes, schools are sup-
ported entirely by local government, the state fur-
mshl_ng only 1.1% of school revenue. Illinois which
furnishes 10.2% school revenue also considers
schools primarily a funetion of loecal government.

IV—PER CAPITA MISCELLANEOUS
AIDS VARY

“Miscellaneous” aid as shown in Chart IX grant-
ed by the seven states under consideration varies
frox:n 55 cents per capita in Indiana to $13.48 per
capita in Wisconsin. Iowa ranks second high with
a miscellaneous grant of $6.16 per capita. In three
states, namely, Minnesota, Illinois and Indiana, mis-
cellaneous state aid granted amounted to 60 cents
or less per capita.

CHART IX

PER CAPITA STATE AID EXPENDI-
TURES FOR MISCELLANEOUS

PURPOSES
Selected States—1944
0 39
Wisconsinl3. 48
Iowa 6.16

Ohiof 2.9
Michigan 1,48
Illinois .60
Minnesota ,L59
Indiana 55

Average 2,91

) “Miscellaneous” aid is not earmarked for any spe-
cific local purpose and is, therefore, classified under
this heading. Thus local governmental units may
use such funds for, say, welfare or educational puf—
poses or for general governmental purposes. It has
been pointed out that the state aid granted public
welfare and schools in Iowa is negligible whereas its
miscellaneous grant of $6.16 per capita is unusually
high. The use of “miscellaneous” aids granted in
1_11%::'& would indirectly serve welfare and school activ-

S.
~ Iowa’s “Miscellaneous” state aid of $6.16 -
ita is the result of its unusual homeste$ad engrll.p(t?(?n
law. Under their law such property, both urban and
rural, occupied by owners receive credits not to ex-
ceed 25 ml]ls on the first $2,500 of valuation. Pav-
ment of this credit is from the receipts of the state
collecteq Income, sales and use taxes not otherwise
appropriated for other purposes. The state apportions

funds for the homestead credit to the various coun-
ties where adjustments are made on the individual
property tax statements. This amounted to $14,-
253,000 in 1944,

Wisconsin’s “Miscellaneous” state aid of $13.48
per capita results from its liberal policy of sharing
its income tax with local units of government. They

allot 10% of income tax receipts to counties ($4,-
310,000 in 1944) and 50% (which totalled $21,559,
000) to cities, towns and villages. In addition, 40%
of the retirement surtax (based on net income) is
allotted to city retirement funds. This policy of
sharing income tax receipts accounts for Wisconsin’s
high ranking in total state aids paid.

Section V—Liabilities and Problems Created by
Grants-in-Aid

State Aids Created New Problems

The wide use of federal and state aids today has
been of material assistance in solving many local
financial problems but in its wake have developed
a number of new governmental problems. There
are also many liabilities and dangers in any system
of grants-in-aid. Some of these may be solved but
others cannot be corrected except by different types
of fiscal actions. It is proposed to discuss these prob-
lems but no attempt will be made to answer them
all.

Present System Of Aids Follows
No Consistent Policy

In the first place, the present system of over sev-
enty state aids in Minnesota does not follow any
consistent or rational policy. Aids have been granted
largely to relieve the burden on property owners.
Too often political considerations were of major im-
portance in creating new aids. Other aids were to
assist distressed economic units of government. Such
aids are usually called ‘“equalization” aids. These
aids tend to equalize the tax burden between units of
varying wealth and income. The supplemental aids
for schools fall under this classification. Some aids
replaced revenue lost from tax exempt property such
as railroads, state and federal owned lands. Many
aids are provided to stimulate and expand local gov-
ernmental services such as assistance for blind, aged
and dependent children.

Over Seventy Aids On Statute Books

There are now over seventy state aid laws on the
statute books. While state aids were small in amount
they occasioned little concern. Today aids in Min-
nesota are a major factor in local finance and ap-
proximate half of the state budget. The existing sys-
tem of over seventy different types of aid needs to
be overhauled and correlated into a uniform plan if
the state is to receive dollar value for the amount
spent.

Loss Of Citizen Control Biggest Liability

The most serious liability of any aid system is
the resulting confusion that a citizen finds himself
in when he attempts to fix the responsibility for the
growing cost of all government and the total tax
bill. A citizen now pays taxes to Washington, the
State Capitol, the County Courthouse and the Town
or City Hall. On the other hand, the volume of gov-
ernmental services do not flow from these various
levels of government in the same proportion as taxes

are paid due to the policy of granting subsidies to
the lower units of government. .

Certainly local officials ecannot be held accountable
for the total tax burden when half of their funds
come from the state and federal government. Aec-
tually, responsibility for higher taxes under the
present system of subsidies must be placed on many
groups and public officials serving on all levels of
government. Without a vast amount of investiga-
tion it is impossible to fix the responsibility with
any degree of fairness. We doubt if many readers
of this report are aware of the percentage that state
aids are of local revenue receipts. Certainly few are
aware of the extent of federal assistance.

Effective citizen control over the governmental
processes and finance is still the keystone of the
arch upholding the democratic system of govern-
ment. Any further expansion of the subsidy system
will make citizens’ control of their government just
that much more difficult. Even a scientific system of
governmental aids cannot evade this liability.

Aids Encourage Extravagance

Ample experience has shown that a unit of gov-
ernment largely subsidized from above has its sense
of financial responsibility weakened. This tends to
encourage carelessness, waste and in some instances
extravagance. In other words, spending Santa Claus’
money encourages “pork barrel” methods. Too often
aids have stimulated the addition or expansion of
local governmental services at state expense where
there was no genuine need. “Matching aids” are
especially vulnerable to this charge. A partial solu-
tion to this problem is to extend state and federal
control and supervision of all aids granted. This, in
turn, means a greater loss of local self-government,
an increase in bureaucratic controls, and many stu-
dents are alarmed over this tendency to undermine
local self-government.

Adequate Formula For Aids Difficult

It has been very difficult to develop a formula that
distributes state aids on any scientific basis thus
defeating in large part the objectives of the legis-
lation. In recent years hundreds of surveys and re-
ports have been made to develop better systems for
distributing state aids. Few of these proposals have
been adopted and, if so, only by increasing the total
amount of aid to a point that no existing unit would
receive less aid under the new legislation. This
practice of enlarging the umbrella to a point so that
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no one was penalized has resulted in the waste of
many millions of dollars under the pretense of im-
proving the aid system.

Minnesota is more subject to this formula diffi-
culty than other states. Any sound equalization aid
system must rely heavily on assessments or tax
levies to determine the amount of assistance re-
quired.

Minnesota has the township assessing system cou-
pled with the lack of any major effort to equalize
property assessments. This condition results in un-
fairness wherever mill rates, valuations, ete. are
used in aid formula. Many local assessing officers
deliberately manipulate assessments so as to benefit
their district in respect to state aids.

It has been suggested that the expansion of state
aids of any kind be delayed until a sound county
system of assessment is established in Minnesota
or the state department of taxation be given ade-
quate powers and field staff so that far more effec-
tive equalization of assessment can be brought about
in this state. The lack of sound formulae in Minne-
sota has forced the legislature to delegate wide pow-
ers to the governor and his legislative advisory com-
mittee in distributing aids for relief, social security,
veterans’ assistance, airport construction and to fi-
nancially distressed school distriets, Approximately
$5,000,000 is being distributed this year under this
questionable delegation of legislative powers to the
executive branch.

Attempts to use other indices such as retail sales,
automobile registrations, number of telephones, in-
comes, ete., have not been effective since the statis-
tics are not reliable for the problems involved.

Trend Toward Centralization Delayed

It is generally agreed that grants-in-aid have
slowed down the trend of moving up more and more
functions to some higher level of government. Mod-
ern science has made it not only possible but neces-
sary for government to operate with larger units.
Machinery and new methods of transportation and
communication have centralized the social and eco-
nomic phases of the American way of life. It, there-
fore, appears advisable to re-allot some local fune-
tion of government to a higher level of government
rather than expand the aid system. Some, though
not all, students of this problem even feel that many
local units of government have served their useful-
ness and their continued existence is no longer com-
patible with modern economic facts.

It needs to be constantly remembered that greater
centralization of functions in the hands of the state
or federal government can be avoided only by the
display of greater efficiency and economy by local
units. If inefficient management continues on the
local levels, the heritage of “home rule” must give
way to the broader perspective of central adminis-
tration and operation.

Centralization In Other States

A few states have made substantial progress in
the re-allotment of the functions to higher levels of
government. There is a strong trend in this diree-
tion in spite of the recent expansion of state aids.
The State of Delaware has assumed practically the
entire responsibility for operating and financing the
educational system of the state. There have been a
few instances of city-county consolidation such as at
San Francisco, Denver and Baltimore. Metropolitan
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governments have been set up to handle sewerage,
police and park problems. The States of North Caro-
lina and Virginia have taken over the local highway
systems. The state government of Pennsylvania and
Illinois accepted full responsibility for all relief
grants during the depression years just before the
war. Ohio and twenty-six other states are financing
and administering their old age assistance program
without any local assistance. The same is true for
aid to dependent children in twenty-one states. If
the State of Minnesota were to assume full financial
responsibility for old age assistance and dependent
children, county governments would be relieved
of $4,015,5625 in current expense (based on 1944 fig-
ures). This type of action has the same financial
effect as increasing state aids for these two pur-
poses.

The 1943 Legislature took a step in this direction
by increasing the state’s share of dependent children
expenditures from one-sixth to one-fourth. This re-
duced the counties’ share by an equal amount.

Indirect Financial Assistance Attempted

The attempt in 1945 to add over 1000 miles of
highway to the trunk highway system was an indi-
rect method of aiding local governmental units and
is in line with the trend toward centralization of
governmental functions. This bill passed the House
but failed in the Senate. It was estimated that it
would cost the state $500,000 annually to maintain
this new mileage. In addition, the construction of
new roads on this mileage would become an obliga-
tion of the state government. In other words, coun-
ties would have been indirectly aided by this amount
as their responsibility for this mileage would have
been shifted to the state.

Aids Have Delayed Local Reorganization

There is no question but that state aids have per-
petuated thousands of uneconomie, over-lapping, and
wasteful local units of government. The biggest loop-
hole for waste and inefficiency centers in the anti-
quated local machinery of government. Aids have
delayed any wide scale attempt to abolish, consoli-
date and reorganize the local structure of govern-
ment. Little attention has been given this field of
governmental reform since it steps on the toes of en-
trenched local officials. If local units were large
enough in population and wealth to render essential
services efficiently there would be little need for
state aids. It would then be possible to unify tax rais-
ing and tax spending in one unit of government.

Little Progress Made In Local Administration

Little progress has been made in improving local
governmental administration such as budgeting, cen-
tralized purchasing, city manager form of govern-
ment, modern accounting and elimination of admin-
istrative boards. On the other hand, the “spoils sys-
tem” still prevails in most of the towns, villages,
cities, and counties. While the State of Minnesota
has adopted a merit system for selecting its own
employees yet political machines are still in control
of most local units of government.

Local Governmental Setup In Minnesota
Minnesota has an acute problem in respect to its
local governmental organization. Only three states
(Illinois, Kansas and Missouri) have a larger
number of local units of government. Minnesota had

10,409 local units of government in 1941. Of our
neighboring states, it is of interest to note that
Indiana had only 3,032 units; Ohio, 4,216, and South
Dakota 4,919. Most of the southern states have less
than 1,000 units. Only thirteen states have more
counties than Minnesota (87 counties). '1_‘wenty-s:x
states have no township government while Minne-
sota with 1,883 townships exceeds every state in the
union. Minnesota has 7,687 local school districts, be-
ing exceeded only by Illinois (12,129), Kansas
(8,650), and Missouri (8,652).

Aids Have Delayed School Reorganization

Minnesota has made little effort to solve this prob-
lem of excessive number of local school units. The
present liberal policy in respect to state aids for
schools, and the high school tuition aid in particular,
has deadened any action in this field. If state aids
were suddenly withdrawn, over half of these local
school units could not survive. :

It has been suggested that town boards be given
jurisdiction over the local district schools. Such a
move would automatically reduce 7,687 school units
of government to about 1,700 units and_ gregtly sim-
plify the local system of government in Minnesota.
Others have suggested a county system of adminis-
tering schools. It is clear that little will be done about
simplifying the local school system until the exist-
ing aid system is revised, and the number of sub-
normal districts be reduced by some means.

Little Effort Made To Solve Local Tax Problems

State aids have delayed or prevented any local
effort to solve municipal tax problems on a loeal
basis. Many tax economists are not convinced that
local units, especially the cities, have actually ex-
hausted the full possibility of obtaining additional
revenue from new types of local taxes, fees, licenses,
service charges and special assessments. Further,
little progress will be made in this field 80 long as
state aids are available. Municipal officials would
naturally prefer the state and federal government
to take the responsibility for raising additional taxes
and then to increase aids or share the tax receipts.
Local politicians are not going to seek out local tax
sources so long as there is a Santa Claus at the
State Capitol or in Washington.

New Tax Source Badly Needed

It is highly important that some new non-over-
lapping and non-conflicting tax source be found for
cities. Much of the vitality of local government in
Minnesota depends upon the discovery and use of
such a tax source. Fortunately considerable progress
has been made by cities in other states proving very
definitely that cities can solve their local revenue
problems with certain types of taxes which do not
conflict with sound economic and tax principles.
We are, therefore, listing recent moves in this
field.

Nation’s Cities Tap New Sources Of Revenue

The nation’s municipalities are tapping an increas-
ing variety of new revenue sources in order to main-
tain local governmental services and free themselves
of state and federal control. ) =l

A compilation of numerous sources which cities
have adopted in recent years to supplement real
property tax and other income is presented below.

( 1) Admissions: Usually a flat rate of one or
two cents per ticket, or a fixed percentage
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of the price of admission to all amusements
is imposed. The State of Washington grant-
ed authority to all cities in the state to
enact an admission tax. In 1943 sixty-seven
cities adopted such a tax. The average rate
was 5%. Tacoma’s estimated receipts from
this tax were $100,000 in 1944. Philadelphia
recently hiked its ticket tax on movies from
4% to 10%. Portland, Oregon has a lec tax
on each theater ticket. Atlantic City has a
3% tax, while Canton, Ohio and Springfield,
Missouri are now applying a 1% tax on all
tickets.

( 2) Amusement Devices: Many cities license
automatic coin machines. Both the operator
and the owners are taxed in most nlun}clpa:l-
ities. Auburn (New York), Cincinnati, Mil-
waukee, Tacoma, Topeka, Watertown (Mas-
sachusetts), Kewanee (Illinois), and Akron
(Ohio) are levying taxes on pinball ma-
chines and juke boxes.

( 8) Business Licenses: Many cities, especially
those in the South, obtain sizeable revenue
from licenses on business or gross receipts.
Seattle, Washington, has a business and oc-
cupation tax with an estimated yield of $1,-
200,000 a year. The rate is $1.00 for each
person or company doing business in the
city. There is also a one mill tax on ea:ch
dollar of gross income except business with
income less than $600 bi-monthly. Mh}sourl
cities use the gross income method; license
averages $1.00 per $1,000 retail, 50'ce_nts
per $1,000 wholesale. Chicago, Louisville,
St. Louis, Birmingham, and Richmond b_ase
the license on volume of business. In Rich-
mond and Birmingham the tax covers nearly
all kinds of business and professions. San
Diego, California, has an annual business
license that covers all retail, wholesale, and
manufacturing establishments. Detroit re-
cently raised license fees on 43 items (of
98 items), thereby increasing revenue $200,-
000.

( 4) Cigarettes: A few cities have imposed a
municipal tax on cigarettes. Kansas Qlty{,
Birmingham, St. Louis, Denver, Miami,
and Tuscaloosa have special cigarette taxes.
Denver received $330,000 from this source
in 1944, Miami, Florida adopted a two-cent
per pack cigarette tax on July 24, _1946 and
expects to realize over one half million dol-
lars.

( 5) Garbage and Rubbish Collection Charges:
There is a growing use of charging for spe-
cial services. Indiana has recently adopted
this plan and the 1945 Minnesota Legisla-
ture granted this authority to the three
cities of the first class. St. Paul has adopted
a 75 cent service charge per month for single
families for garbage and rubbish collection.
Cambridge (Massachusetts), Long Beach,
Traverse City (Michigan), Beatrice (Ne-
braska), Sweetwater (Texas), Fort Worth,
Dallas, and Vancouver (Washington) fo]]ow
this fiscal practice. Columbus, Ohio (_)btamed
$325,000 revenue from this source in 1944.




( 6) Gasoline:

Municipalities in six states —
Alabama, Florida, Missouri, Nevada, New

Mexico, and Wyoming—levy municipal gaso-
line taxes ranging from one-eighth cent to
two cents per gallon. The widespread use of
this tax is limited by the development of a

ring of filling stations all around t
Birmingham, St. Louis,

he city.
Albuquerque, Kan-

sas City, St. Joseph (Missouri), Montgom-
ery, and Pensacola (Florida) levy a one cent
gasoline tax. The 1945 Legislature in Ar-
kansas authorized localities to tax distrib-

utors of gasoline.
( 7) Income:

Philadelphia, Toledo and St. Louis

(August 1, 1946) adopted what are called

municipal income taxe

belled payroll taxes. Philadelphia receive
$22,500,000 from this tax in 1944,

( 8) Parking Meters: As of January 31, 1945,
the City of Minneapolis,
were operating approximately 200,000 park-
er, New York, obtained
$100,000 revenue from this source last year
St. Paul has recently installed meters,

( 9) Sales: The municipal sales tax is used in
a few cities but since such a tax has the
tendency to destroy the trading advantage
of the central city, it has not spread to many
communities. New York City is the best
example—also New Orleans with a 2% tax.

431 cities, including

ing meters. Rochest

Los Angeles and San

recently enacted a 1% sales tax that fol-

Bernardino, California

lowed the state’s sales tax law in all particu

lars. Over twenty ot
have adopted a sales
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tal receipts from th
(10) Sewer Rentals:

e sales tax.

s. They might be la-

d

her California cities
tax in the past six
eceived 40% of its to-

Sewer rentals are being

used in an increasing number of cities. The
1945 Legislature of California passed a law
permitting cities to make service charges for
sanitation and sewerage facilities. Cleveland
receives $1,000,000 a year from this source.

(11) Utilities: There are

mits cities to levy a
of utilities. In 1945

various munieipal tax-
es imposed on utilities. New York state per-
1% on gross receipts

Florida gave cities au-

thority to impose a tax not to exceed 10%
on the purchase of electric, gas, water, tele-

phone, and telegraph
bus, Ohio, has a 5%

utility services. Colum-
consumer’s utility tax

on gas, electric, telephone, and water bills.

Memphis, Tennessee,
ceipts tax on telepho

has a 4% gross re-
ne and telegraph com-

panies, and obtains $200,000 each year. Kan-
sas City levies 4% on gross income of tele-
phone companies and 8% on bus revenues

and a tax of one mill
ger. St. Louis has a

per street car passen-
5% gross receipts tax

on telephone companies. El Paso, Waco, Gal-

veston and other Tex

as cities, Los Angeles,

Pasadena, Wichita, Detroit, Allentown, Erie
and McKeesport (Pennsylvania) levy taxes

on utilities.

Philadelphia Income Tax End
It will be noted that many
listed above do over-lap and

orsed
of these new sources
conflict with existing
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state and federal taxes. The major exception is the
semi-gross income tax being used in the City of
Philadelphia. This tax is more of a gross than a net
Income tax. There is a flat rate of 1% on income
earned in the City whether by residents or non-resi-
dents. Unincorporated business and professions are
included in the base. Corporations are excluded on
the theory that they are already taxed by the
state. On the same theory dividends and interest
are excluded from the tax base. The tax is collected
at the source in so far as possible and is sometimes
referred to as a payroll tax,

The City of Toledo adopted the general principles
of the Philadelphia plan and added a 1% tax on the
net income of all business done in the City. However,
the State of Ohio has no income tax so there will be
no conflict between the city and the state.

St. Louis calls their new tax an “earnings” tax
but follows the Toledo plan in most respects.

It is rather suprising that this type of tax has not
been given wider use by the cities of the country
since it is endorsed by many tax authorities. For
example, we quote Professor Harold Groves of Wis-
consin : *

“Such a tax would have many advantages over any
alternative you could think of—over the property
tax, the sales tax, the gross income tax, even the
customary net income tax. Over the property tax be-
cause it would not be regressive as the property tax
undoubtedly is on the home owner; it would not be
shifted in any large degree; it is a tax that would
stay put. Over the sales tax because it would at
least not affect the family man more heavily than
the single individual or the individual with few de-
pendents, and again would not be shifted. Over the
gross income tax for a good many of the same rea-
sons. It would not be as progressive; it would be a
really proportional tax in fact as well as in name.
It would not be progressive as is the customary net

mcome tax, but would yield a great deal more. It
would be much more like the property tax. Possibly
we have to rely on the federal government to a con-
siderable extent to provide the progressive element
in our tax system.”

Enabling Legislation Necessary In Minnesota

It is quite obvious that local communities through-
out the country are making progress in their efforts
to find new sources of revenue to supplement the
property tax. A great many types of taxes are being
used. Out of this experience Minnesota cities and
other local communities can obtain valuable hints to
possible steps that might be taken in this state. It
would, no doubt, be necessary for the Legislature to
delegate wide powers of taxation to the local com-
munities before most of the tax sources mentioned
above could be used in this state.

Property Tax Administration Needs Reorganization

State aids have eased the pressure on the necessity
of improving the assessing, equalizing and adminis-
trative machinery in respect to the property tax,
thus increasing the revenues from this source. Min-
nesota has sidestepped this problem of better prop-
erty tax administration for many years. A reason-
able property tax properly administered by local
governments has real merit if local units are to
retain any vitality or if local officials are to retain a
voice in and responsibility for local services.

*March, 1945, Minnesota Municipalities.

Inder present day conditions property taxes are
no%oﬁgerl‘zhe leading tax source. In 1941 of the tot:a]
taxes ($18.6 billions) for all units of government Hl
this country, property taxes supplied only 24 7o
($4.5 billions). This percentage was much smallex
in 1944. Perhaps the recent trend to relieve the prop-
erty taxpayer by the device of ]a.rger state alds'lr?as
goﬁe far enough and more atteptmn should be given
to better administration of this tax and to finding
additional sources of direct revenue for local govern-
ment.

Shared Taxes Preferred By Local Officials

Numerous local public officials have urged the
greater use of the shared tax rather t_han the ex-
pansion of state aids as a means of solving the local
revenue problem. They suggest tl}at shared taxes
would be distributed on the basis of where the
revenue originated; would not be dedlcated' to any
special purpose or have any supervisory strings at-
tached thereto. -,

Shared taxes also eliminate wasteful duplication
of tax administration and costly repetition of tax-
payers’ compliance. In addition, the tax system is
adjusted to the economic pattern of the state. In
spite of these advantages there are some definite
liabilities to a shared tax. In the first p]_ace, the
funds are often distributed to communities that
have no need for the assistance, thus encouraging
waste, In the second place, the state places no super-
visory restrictions on the use of the funds. Loc-fz]
taxpayers do not place the same scrutiny on th(:}:be
Santa Claus funds. A third defect is the fluctuation
of the yield from year to year. As yields decline
during business depressions local units find them-
selves in serious financial dl(ﬁcuines..A final @s;lad-
vantage involves the difficulty of finding a Satlsfa(‘f-
tory apportionment formula. Residence of a tax-
payer, either an individual or corporation, does not
truly indicate where the income was produced.

Shared taxes will not gain r_nuch headv\:ay due to
the make-up of most state ]eglslatr\fe bodies. Leg_m»
lators from the poorer districts will always insist
on distributing funds on a need_ or equa]}zatlon basm:
If the state government is going tp raise the taxes
and assume the political responsibility, then the
legislature is certain to insist on attaching certain
qualifications to where and how the funds are to be
used.

Optional Supplemental Tax Proposed

It is well known that shared taxes raise the seri-
ous and unsolvable problem as to the method of
distribution. As an alternate plan it has been sug-
gested that local communities be granted th_e au-
thority to add supplemental local rates to existing
state taxes. The administration and collection of the
tax would still rest with the state tax department
but the revenue from the additional rate or sur-
charge would be returned to the locality.

Such a plan was recommendgd to th_e Mlchlggn
legislature by a special legislative interim COn‘lml{_t!-»
tee. It was suggested that the state reduce the 3%
sales tax to 21/2% and then grant any city the
authority to levy a supplemental sales tax of 1/2
of 1 percent to be collected by the sta_tq. It has also
been suggested by other tax authorities that the

same plan might be applied to state income., inherit-
ance, utility, gasoline and auto license taxes.

Some Definite Advantages Of The Plan.

Advocates of this type of tax sharing conten_d
that there are some very definite a(}vantages to this
plan. In the first place, “home rule” powers are up-
held since the loecal legislative body must determine
whether they want the supplemental tax or npt:
If so, they must take the political responsibility fl’).l
their action. Secondly, it avoids piling one more
tax on the business world by 1)1:0\-'1dmg for .cef!_-
tral administration. Further, it will not harm !Jll.‘-l.-
ness interest of the central city since th,e rate differ-
ential with the suburbs is too small. The optional
feature of the plan meets the diverse needs. of the
cities of the state. In other words, many cities do
not need the additional revenue. Some e.\g}w.r‘u.nellta-
tion with this type of a tax seems to be justified.

Co-ordination Of National, State And Local Taxes

Little has been done to assign separate spheres .{Jf
taxing authority to the federal, state and loecal un.lt:e.
of g’oh\'el‘nment although a vast an'mun_t of resear ch
has taken place in the field. Co-ordination of nation-
al, state and local taxation and the prevention of
conflicting and over-lapping taxes is largely an un-
solved problem.

Most plans for co-ordinating _federa!. state a'nd
local tax system segregate special types of taxes
to different levels of government. Such plans suggest
that a tax is to be assigned to the Igyer of govern-
ment that is best able to administer it. If this were
done, the federal government would probably be
selected for practically all types of taxes except the
property tax. This would require the development
of an extensive system of federal aids or shared
taxes. Such a program might be ideal from the
taxation viewpoint but it would create a problem of
distribution to the states that_ls well nigh insoluble.
The battle between poor and rich states _wo'uld reach
tremendous proportions. In addition, it is pretty
well agreed that any such plan would impair the
financial integrity and sovereign powers of the state
and local governments.

Aids Expand Unsound Fiscal Practices

An additional indictment of an,\«'_subsidy system
can be made in respect to the practice of dedicating
the aid funds to some special purpose. Most aid laws,
either state or federal, limit the use of the funds to
some exclusive purpose such as old age assistance,
highways or education. Local officials are }eft only
with authority to administer the grant. This makes
them merely rubber stamps for official decisions
made on a higher level of government.

The Institute, on a number of qcca'sions, h;_xs
pointed out the harmful effects of dedicating certain
revenue receipts to some special function of govern-
ment. It places the loecal ﬁnar}ces in a ﬁscal strait-
jacket and makes local legislative bodies impotent to
adjust currently the needs to the revenue available.

This is a rapidly changing world. Governmental
needs are shifting rapidly. No one can say what
the educational or highway needs of a s_ta:te or county
may be five or ten years hence' and rigid allocation
of funds may prevent their being met. )

Competent local self-government cannot be main-
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tained if all decisions of local officials are impeded
by the device of dedicating funds to special purposes.
America needs vehement and free local legislative
bodies if the democratic process is to be maintained
and extended. State or federal aids limited to a spe-

cific purpose have contributed materially to this un-
sound fiscal practice. It is true that shared taxes do
not have this liability but few legislative bodies
favor this method of assisting loeal units of Zov-
ernment .

Appendix A—Reasons for State Aids

Shared taxes and grants-in-aid are methods by
which the state and federal government supplement
revenue raised by local governmental units with
state and federal collected revenue. The state or
federal government is responsible for collection of
the revenue while the spending of such funds is
performed by loeal governmental officials. In the
this discussion of payments to or for other ecivil
divisions no distinetion is made between shared
taxes and grants-in-aid. The use of the term “state
aids” is considered synonymous with both,

Shared Taxes—Definition

A shared tax is defined as a tax collected by a
higher level of government and receipts therefrom
shared with a lower level in proportion to the pay-
ments of such tax within the sharing unit to the
total collected. The tax is a continuing one being
distributed each year without further legislative
action. In most instances the cost of administering
the tax is deducted by the state government. In the

state of Minnesota six taxes and two fees fall within
this definition.

Grants-In-Aid—Definition

Local governmental units receive grants-in-aid
from the state government for various purposes.
These grants are usually called state aids and are
dependent on a state appropriation rather than on
a tax. Some of the aids granted are contingent upon
the local governmental unit contributing funds and
meeting certain standards prescribed by the state
in order to qualify. Others are outright grants for
special or general purposes. Almost all state aids
are paid directly to local governmental units with
the actual expenditure being made at the local level.

Administrative Controls Important Part Of Aids

With the exception of shared taxes and fees and a
few minor aids, the state attaches “strings” to its
grants to local subdivisions to be assured that the
funds will be used for the purposes designated by
the legislature. When federal funds are commingled
with state funds and passed on to local governmental
units the federal requirements as well as state stand-
ards must be met. One advantage which grants-in-
aid have over shared taxes is that the former carries
greater possibilities of control and of conserving
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funds by insuring that aids are spent effectively on
designated purposes.

The various methods of control and supervision
require that aids must be credited to a special fund:
require local officials to make detailed reports cov-
ering operations, receipts and expenditures; to with-
hold funds to check abuses; require advance review
and approval of expenditure plans, and in some in-
stances, require the selection of local personnel by
civil service provisions. In addition, the state em-
ploys special auditors and inspectors to check local
governmental units to assure compliance with cer-
tain aid laws. There can be no doubt that these con-
trols have had a good influence on the quality of
local administration.

Purpose Of State Aids

Motives or reasons underlying all grants to local
governmental units are (1) to relieve local property
taxes, which account for 90% of the revenue raised
locally by the minor eivil divisions; (2) to improve
the overall tax system of the state by broadening
the tax base; (8) to assist in financing new activi-
ties such as old age assistance, airport construction,
ete.; (4) to equalize the cost of certain governmental
functions; (5) to provide for minimum uniform
services throughout the state irrespective of ability
to finance such expenditures: (6) to assist finan-
cially distressed areas, and (7) to stimulate the in-
troduction of new activities or raise the standards
of specific programs deemed advantageous to the
general welfare of the state. The granting of addi-
tional funds for the latter in many instances also re-
lieves local property taxes although in other in-
stances it may be necessary for the local govern-
mental units fo raise additional funds to qualify for
certain stimulation aids.

The first purpose mentioned above, namely, the
relief of the loeal property taxpayer, is the major
objective of recent increase in state aid programs.

State Aids A New Financial Development

State aids of present day volume are a relatively
new trend in public finance. This new financial de-
velopment arose largely out of the need of larger
expenditures in all local units of government, coupled
with the fact that the main source of revenue, name-
ly, the property tax, had serious difficulties during
the depression years.

Property Tax Base Smaller

» property tax base has been thmk_mg for
mz;Il‘q}:f \?ea?lg. This complicated local financing and
foreed local officials to seek assistance from l}}g}?er
levels of government. Taxable values have de(':leag(ﬁ
from $2,084,286,979 in 1920 to $1,304,899,706 in 1 h
or a decrease of 37.4%. This large shrinkage in the
local tax base is not entirely due to economic fac-
tOl’la“’ire adoption of the censt.itutiona] amendmfgnt r?x-
empting motor vehicles from _per_sonal p1 Oj)elt){
taxes made a substantial reduction in the property
tax base in many states including Minnesota. I-Iorne-
stead exemptions were also authorized in many
S 25, ;
q,taitljl recent vears the federal gove‘rnment and_ the
state have constantly increased their land }_loldmgsj.
Such property is not subject to local property t..axe_h.
While the valuation of such property is not 1;1_1 e in
relation to total state valuation, it is important to
local governmental units wherein such property is
located. This is especially true of Minnesota.

This decrease in the property assessment base
made it necessary to increase mill levy rates as the
need for revenue was still present or even mcreasmg.
The resultant high mill levies cau%ed' property tax-
payers to seek laws which would limit this ever in-
creasing tax burden.

Property Owners Forced The Issue

Property owners in self-defense passed cgmmder-
able legislation limiting or freezing existing tax
rates on property. In additi_on to homestead exemp-
tions and the elimination of property taxes on auto-
mobiles, this legislation took the form of fixing an
overall limitation on property tax rates, l1n11tat19fls
on local spending (usually on a per capita basis),
and in some cases limitations were placed on th‘e
amount or mills to be levied _fo}- special purposes,
such as schools, highway, relief, parks, ete. As a
result of this legislation, local units of government
found themselves in a tight fiscal strait-jacket due
to a constantly shrinking tax base. By the very na-
ture of this condition, local pgbllc officials an_d_mti-
zens appealed to the state legislature for additional
funds.

Other Factors Increasing State Aids

There are also a number of factors, other than
the relief of the property taxpayer, !;hat have m_ﬂ‘u-
enced the granting of larger Sta‘te aids. In the h_lst
place state governments, and in some cases 1.{’1_@
federal government, have assumed greater responsi-
bility and interest in local fu_nctmns c_)f government
such as relief, education, social security, hlghways:
ete. For example, state governments have for many
years shown a special in’terest in improving and
éxpanding the local educ_atlon system. This _hz%s l‘)eeg
done by a number of different types of aldr_,, .sue“:
as the stimulation of vocatlonal‘ courses, transporta-
tion to encourage school consolidation, cls;ssnﬁcatlon
aids to encourage schools to adopt a nine month

school year, employment of better trained teachers,
ete.

Equalization Of Tax Burden A .Factor.

The wide variation in finanecial ability between
local units of government to support governr‘qent‘
has induced the state government to oflfer vamﬁ!::z{
types of supplemental or equalization aids so tha
all citizens would receive approximately the-"ffm%
type of local governmental services 11'1'esi)ect1\»hn.
their ability to finance the expenditures. In other
words, these grants areﬁbaseq (])n 1'(:1&1{1(:&3 need for

service and relative financial resources.

theTl:gll\;iFg‘fee cut-over area in {101‘1;1191'11 Minnesota I}as
made this an acute problem in th1s_state. This type
of aid is known as supplemental aid, and has bc?en
used rather widely for local :‘;chools and social “‘ei(i
fare purposes. Equalization aids have not heep llh%
by the federal government but many bills now 13ent-
ing in congress propose to use the variable grants
theory.

Loss Of Local Tax Sources _

The enactment of state taxes which deprived local
governmental units of special tax sources has forqiﬂ
the state government to 1‘ep]qce such revenue \.\u A
another type of special assistance. Examples 0d
this type of aid in Minnesota are the money aﬂ
credits tax and gross earnings (railroad) aid and the
sharing of the bank tax and vessel tonnage tax.

Matching Aids Increased Local Taxes

Expansion of federal aids in recent years has
forced the state government to increase 1t.«;. own
grants-in-aid. This is due to the federal ]31‘flctlce of
f'(:quil'ing the state or locl'.al_,fro\'ernments to match
federal funds before qualifying for the same. _

It should be pointed out here that matching aids
either of the state or federal government has prac-
tically forced local or state governments to increase
their costs of government many times against their
own judgments.

Social Security Aids—Good Example _

The best example showing the effects of this type
of federal action on state ﬁnanfze is the Federz%]
Social Security program. In 1935 the federal gov-
ernment entered the social welfare field, involving
assistance for the blind, the aged, al}d for dependen.t
children.* Large grants of federal aids were au_th.m'-
ized, with a like amount to l.)e_m_atched by the states.
The program was to be administered by either thfi
state and/or county governments under close 1&{1_81:{3.
supervision and with definite standards of admlm.&»j
tration. States could elect tq finance their shareb
alone or to pass all or part of the burden on to the
local units. About half the states, including Minne-
sota, elected to grant substantial amounts of addi-
tional aid, leaving only a small percentage of t?lel
expense for local taxpayers to carry. This federa
action explains in large part the large increase in
state aids during the past decade.

*Unemployment compensation payments are not considered as a federal
aid.
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Thirty Years Ago State Aids Meager

Years ago state aids were not a large factor in
state finance. In 1911 state aids amounted to only
$3,121,5657. Aids were limited largely to loeal schools,
being $2,813,968 or 90% of the amount listed above.
The major item was the distribution of earnings of
the school trust funds and a state one mill school
levy on property. By 1931 all state aids had reached
$16,089,5625 and of this amount, school aids amounted
to $10,400,000. This was 29.5% of all local school
revenues. At that time school aids had been broad-
ened in scope to include supplemental (distress dis-
tricts) aids, classification, high school tuition, trans-
portation, ete. These aids were justified as stimula-
tion devices and also assisted school distriets with
meager finances. Supplemental aids are sometimes
known as equalization aids.

Further, highway aids (payable from the one mill
highway property levy) appeared for the first time
in 1914 and amounted to approximately $1,300,000.
The gasoline tax, of which 1/3 of the receipts are
paid to counties for highway aid, became effective
May 1, 1925. The rate was 2c per gallon until May
1, 1929 when it was raised to 3ec. In 1941 the Legisla-
ture permanently raised the rate to four cents. The
adoption of this increase automatically raised state
aids.

Ten Year Comparison Of State Aids

Appendix Table A presents the increase of pay-
ments by the state to other civil divisions by gov-
ernmental functions for a ten year period ending
June 30, 1944 and total current state governmental
costs. State aids increased from $20,004,266 in 1935
to $45,673,789 in 1944. This was an increase of $25,-
669,623 or 128.83%. The percentage increases are
shown on Appendix Chart A.

APPENDIX TABLE A

STATE PAYMENTS TO OR FOR OTHER CIVIL
DIVISIONS—BY FUNCTIONS

1935-1944
1944 % 1944
over over
1935 1944 1935 1935
Health and

Sanitation § 603,568 § 623,047* $ 19,484 8.2
Protection to

Persons &

Property 222 861 301,471 78,790 35.4
Development &

Conservation

of Natural

Resources 58,990 104,575 45,685 77.3
Highways &

Airways . ...4,636,918 4,622,606 —14,312 —.3
Public Welfare 2,980,184 19,482,766 16,502,582 5b3.7
Edueation . 11,131,508 19,210,516 8,079,008 72.6
Miscellaneous . . 870,422 1,328,808 058,386 258.7

$20,004,266 $45,673,789* $25,669,523 128.3

*Includes 85,364 for aid to County Sanatoria which cannot be allocated
to counties. Distribution of such aid by counties is not avsilable for
1935 ‘and, therefore, must be included so that figures will be comparable.
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Appendix B—Growth of State Aids

All governmental functions, with the exception of
“general government”, are present in this table, It
will be noted that a substantial increase has occurred
in almost all governmental funetions represented
during the ten year period. Only one governmental
function, namely, “Highways and Airways” has
shown a decrease. This is due to curtailment of high-
way construction during the war. During this ten
year period highway aids in excess of 8 million
dollars per year have been recorded.

It is also to be noted that practically all of the
twenty six million dollar inerease occurred in two
functions, $16,502,000 for “public welfare” and $8.-
079,000 for “education”. The major single item re-
sponsible for the large increase in aids over the past
ten years was old age assistance which amounted to
$16,587,359 alone.*

Protection To Persons And Property

Aid for protection to persons and property has in-
creased from $222,681 to $301,471, an increase of
878,790 or 35.4%. This is due to increased receipts
from a 2% tax on fire insurance policies in muniei-
palities and a 2% surtax on fire insurance policies in
certain cities and not to any change in the law.
The receipts from these taxes are collected by the
state and returned intact to the municipalities. In
other words, this is a shared tax type of aid.

Health And Sanitation

During the ten year period ending June 30, 1944
state aids for health and sanitation have inereased
approximately $20,000 or 3.2%. Minnesota Univer-
sity General Hospital expense—a 50% payment of
the cost by the state for county indigent patients
treated at the Minnesota General Hospital — has
increased $83,000. A minor item — “Aid to County
Nurses” (federal funds) — in amount of $15,000
appears in 1944 which was not present in 1935. As
an offsetting item — “Aid to County Sanatoria” has
shown a decrease of approximately 875,000 during
the ten year period due to a decrease in the number
of patients in the County Sanatoria.

Development And Conservation
Of Natural Resources

The only state aid under this function of govern-
ment is for County Agricultural Agents. This item
increased from $58,990 to $104,575 or an increase
of 77.3% during the ten year period. The state pays
$1,175 of the salary of each county agent. The in-
crease during the decade is due to more counties ac-
cepting the grant. In 1944 eighty-three counties
were receiving this aid.

Highways And Airways

State aids for highways and airways is the only
function which shows a decrease (.3%) for the
ten years under consideration. This is largely due to
war conditions (rationing) which cut revenue from

*Decreases in other items classified under “Public Welfare” account for
the old age assistance increase exceeding the total increase.

gasoline taxes and motor vehicle .license:-g (::squrce of
receipts for this aid). In addition, priorities and
war restrictions on building made it impossible for
local governmental units to use such funds had
they been received. Due to the latter condition, the
state as of June 30, 1944, had invested $3,000,000 of
aid funds and had a balance of $1,600,000 on hand
which normally would have been paid to counties
during the year of collection. These deferred grants
will now supplement current payments.

Public Welfare '
For the ten year period under consideration, state
payments to or for counties for public welfare have
increased 553.7%. Such payments have increased
from $2,980,000 in 1935 to $19,482,000* in 1944 plac-
ing state aid for this governmental function above
1 other functions. : .
o With the exception of direct and work relief which
have decreased from a high of $5,634,861 in 1937 to
$734,099 in 1944 due to better employment oppor-
tunities, all welfare aids show an upward trend.
In fact, old age assistance aid did not appear until
1936 and then amounted to only $542:165 but jumped
to $9,228,388 the following year. While 'ghere are ap-
proximately 10,000 fewer old age assistance reci-
pients at present (54,820) than the recorded high,
payments to such recipients in 1944 were at an all-
m\'ernment supplied $11,759,236 of these funds. Except for

i t of the
lief, the federal government carries approximately fifty percen :
::st of ofﬂ age assistance, ald to dependent children and aid to the blind.

time high ($16,587,359) due to higher grants per
recipient ($28.40—June, 1944).* :

Aid to Dependent Children did nqt appear until
1938 and amounted to $1,151,028. This item reached
its peak of $2,695,866 in 1942. There has been a
slight decrease for the past two years, largely due
to inereased employment and earnings of parents

ing the war period. 1 )

duf‘&l;:lgfor Childrgn under Guardianship has increased
from $32,272 in 1935 to $95,499 in 1944. This in-
crease was not due to any change in the law but to
the closing of the state school at Owatonna.

Education '

Payments to local schools for the year ending
June 30, 1944 totaled $19,210,516 which is slightly
below similar payments for Public Welfare. For the
ten year period under discussion these payments
have increased $8,079,008 or 72.6%. With the excep-
tion of 1938, when an additional grant on a per pupil
basis from the income tax schoo_l funq was granted,
payments in 1944 are at an all-time high. Thp large
increase in school aids resulted from the legislature
adopting the income tax and dedicating the receipts
to local school needs. The grant of $10 per pupil, six
to sixteen, resulted in an increase of approximately

million dollars. !

ﬁvg)ther new school aids during t‘:he period were
Rural Credits Land Tax Aid, aid in lieu of the Money

*The average grant per capita in June, 1946 was $30.12 or an increase
of $1.72.

APPENDIX CHART A
PERCENTAGE INCREASE OR DECREASE OF MINNESOTA
STATE AID PAYMENTS—1935 TO 1944
BY FUNCTION
o ton Zoo Joo Hoo So0%5

Public Welfare 553.7

Miscellaneous 258.7
Development & Conserva-
tion of Natural Resources 77.3

Education 72.6

Ebroeny® T 35.4

Health &

Sanitation 3.2

Highways —3

All State Aids 128.3
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and Credits Tax, transportation of high school pupils
and aid for distressed school districts. The four new
aids account for $1,326,456 of the eight million in-
crease.

Years ago most of the state aids for schools were
prorated since the legislature did not appropriate
sufficient funds. During the last two or three years
income tax receipts were much higher and the legis-
lature increased the amounts appropriated. This was
true of supplemental aids which increased over one
million dollars in the last ten years.

Miscellaneous

The increase of $958,386 for the ten year period
in the Miscellaneous classification is mainly due to

the taxation of banks on an income basis by the
state—the receipts from such tax being returned in
full to the local communities. Prior to the enactment
of this tax, banks were taxed on a property tax basis
at the local level. This item alone accounts for $1,-
038,368,

New aids since 1935 under this “Miscellaneous”
classification other than the bank excise tax, are
$47,630 aid to distressed townships, the co-operative
rural electric shared tax amounting to $8,396, aid to
towns with large proportion non-taxable real estate
$4,500, aids to counties with large proportion non-
taxable real estate $25,000, and aid to counties with
40% mnon-taxable land $24,000.

Appendix C—Federal Aid to Minnesota

Federal Aids Important In State Finance

Federal aid is an important part of state govern-
mental finance. In fact, Minnesota received 14.8%
of its revenues in 1944 from the federal government.
Its withdrawal or curtailment would create serious
financial problems in the various states—problems
similar to those that would be faced by the various
counties in Minnesota if their state aid was with-
drawn or curtailed.

Federal Aid To All States Totaled Over
Half Billion Dollars

Regular federal grants-in-aid to the states and
federal shared revenues with the various states for
the fiscal year 1944 totaled $598,306,580.* An addi-
tional $1,163,804,352 was spent by the federal gov-
ernment in the various states for agricultural ad-
justment, civilian defense, relief, training of nurses,
vocational education and training of war workers.
In a sense the latter figure could be considered as a
grant-in-aid but inasmuch as these expenditures
were on an emergency basis and were administered
directly for the most part by federal agencies, they
are not considered in this report.

Federal Aid Prior To 1914

Prior to 1914 federal grants-in-aid to the states,
exclusive of grants for the National Guard which in
reality is a federal rather than a state activity, were
less than $5,000,000 annually. With the passage of
the Highway Act in 1916 aids increased substan-
tially. 4

During the twenties Federal highway aids totaled
about $80,000,000 annually and other grants com-
bined totaled 10 to 20 million dollars. Half of the lat-
ter was granted to state agricultural experiment
stations; about one-third to the various states for
vocational education; and the remainder, in annual
appropriations of less than $1,000,000 each for forest
fire protection, vocational rehabilitation, publie
health, and maternal and child health.

*Unemployment compensation payments are not considered as federal
aids in this report.

[36]

Large Increase In The Thirties

Large increases occurred in the regular, permanent
federal aid between 1931 and 1938%* largely due to
unemployment relief grants and to the new welfare
aids provided for under the Social Security Act which
was enacted in 1935. In addition, substantial in-
creases in federal appropriations were provided for
vocational education, agricultural extension, high-
way, ete.

Large Increase In Federal Aid To Minnesota

Regular federal aid to Minnesota amounted to
only $310,256 in 1920. By 1930 it had increased to
$2,921,224 and in 1940 totaled $17,159,630. The lower
figure of $15,385,601 for 1944 was due to smaller
highway grants which were postponed by war re-
strictions on building materials. Payment of federal
highway grants had not materialized by 1946 and the
total figure for this year remains approximately the
same as for 1944,

Increased Federal Controls

As Congress expanded the federal aid program it
also provided for more controls over the utilization
of aid funds granted the various states. In most
instances it has required the states to match fed-
eral contributions. Congressional controls were en-
acted to assure prudent use of funds and to insure
the achievement of federal objectives, Regardless of
the objectives or motives back of these federal con-
trols, it resulted in weakening state responsibility
over their functions of government.

Stringent Controls Fixed For Social Security Grants

The Federal Social Security Act of 1935 contained
matching provisions as well as certain standards for
the states to qualify. It required financial participa-
tion by the state; that uniform aids be in effect in
all political subdivisions of the state: if adminis-
tered by local subdivisions to be mandatory upon

them; and that a single state agency be designated

*During this same period of time large sums were appropriated and
spent on projects in the various states in an effort to stimulate recovery
from the depression. These appropriations, however, cannot be considered
as regular, permanent federal aids.

to supervise the program. In addition the act re-
quired that state and local governmental employeqs
administering these programs be chosen by merit
examination under a Civil Service System.

Cities Given Special Consideration

Recent federal aid legislation (1946) for postwar
highways, for the first time earmarks a portion of
the federal highway aid granted any state for use
within cities. This federal policy of by-passing the
state government in determination of allocations
was a new departure in federal aid procedure and
has resulted in much unfavorable comment from
state officials. Generally, rural dominated legisla-
tures have restricted the use of highways funds to
non-urban areas. Congress, at the pressure qf muni-
cipal officials, now seeks to correct this unfair treat-
ment of the cities by ignoring state officials in this
new federal highway aid act.

Classification Of Federal Aid To Minnesota y

Appendix Table B presents a functional classifi-
cation of federal grants-in-aid and shared taxes to
the State of Minnesota for the fiscal year 1944. The
amounts are listed under descriptive titles indicative
of the program for which the funds were grantec}.
Federal grants in 1944 totaled $15,385,601 or 12.4%
of total state revenues. It is obvious that the fed-
eral government is now participating in financing
and controlling to some degree every major function
of state government in Minnesota.

Welfare Grants Largest In Minnesota

It will be noted in Appendix Table B that Welfare
grants-in-aid far exceed those granted for any other
governmental function ($11,759,236). Grants for_ old
age assistance ($10,302,848) constitute two-thirds
of all federal aid granted Minnesota. Aid to De-
pendent Children ($1,252,568) is th'e only other sin-
gle aid exceeding a million dollars in amount. _Bhnd
education and blind aid totaling $200,707 constitutes
the balance of federal aid granted under the “wel-
fare” function of government. :

Federal aid for welfare purposes to Minnesota will
temporarily increase as a result of action l?y the
79th Congress which increased the maximum federal
share for Old Age Assistance and Aid to the Blind
from $20 to $25 and Aid to Dependent Children from
29 to $13.50 for the first child and from $6 to $9 jfur
each additional child. In addition, the matching
formula, under which the federal government
matched on a 50-50 basis state funds up to the
federal maximum for the three mentioned programs,
was revised to provide that the federal share will be
two-thirds of the first $15 monthly payments for
old age assistance and aid to the blind and one~ha_lf
the remainder up to the federal maximum. For Aid
to Dependent Children the federal share will be 2/3
of the first $9 of the payment and one-half of the
balance up to the overall federal maximum share of

. 813.50 or $9. These provisions remain in force until

1948.

Agriculture Benefits :

The Development and Conservation of Natural
Resources function of government receives the sec-
ond largest amount or $816,791. The bulk of these
funds ($638,139) are for education and .experlmentatal
work pertaining to agriculture which is the state’s
dominant industry. Forest protection and develop-
ment which receives $159,082 is the other_ large
appropriation under this governmental function.

APPENDIX TABLE B

FUNCTIONAL CLASSIFICATION FOR REGULAR
FEDERAL GRANTS-IN-AID AND FEDERAL
REVENUES SHARED WITH MINNESOTA*

Fiscal Year 1944

Development & Conservation of Natural Resources

Agriculture Experiment Stations. .. ... ... . 3 1‘17.2_69
Agriculture Extension ............... -'lizl).ti'@
Forest Protection and Development : i 1;)9,9%:2
Establishing & Maintaining Game Refuges. .. 19,570
$ 816,791

Education X —
Vocational Rehabilitation ....... DI == 519,325
Voeational Education ... ... . . 435,048
Colleges for Agriculture & Mechanic Arts. . .. 101,868

Education of Indian Children. ... . . 158,425
$ 785,664
Health and Sanitation
Investigation & Control of Venereal Diseases ...§ 1‘2‘1,:}24
Public Health Programs.. N : 20;_3. {90
Promoting Health of Mothers and Children o 95,611
Protection and Care of Dependent and

Neglected Children 26,971
§ 446,796
Hospitals and Institutions
Corrective Care for Crippled Children . ... § 119,416
State Institutions for Disabled i
Soldiers & Sailors ............ i 53,687
§ 173,008
Highways
Grade Crossing Elimination . . $ }36,635'
Federal Aid Highway System ... e e 598,136
$ 734,71
Welfare

$ 1,262,668

Aid to Dependent Children........ ...
e v 200,707

Aid to the Blind e

Old Age Assistance............. = 10,302,848
Blind Education o rria Y - 3,113

$11,759,236

Miscellaneous
Unemployment Compensation Administration $ 668,771
Shared Revenues from Federal Forest Land .. H69

$ 669,340

Grand Total ... 915,385,601

*From figures compiled by the Council of State Governments, These
figures vary slightly from those of State Auditor's. Unemployment Compen-
sation payments are not considered as federal aide. Use of the above
total in computing percentages causes variations from percentage figures
computed from the State Auditors figures.

Specialized Education Aided

Many citizens are of the opinion that the federal
government does not grant aids for education. This
is a misconception as the federal government has
aided specialized education for a considerable period
of time. This misconception stems from recent and
current discussions over whether congress should
appropriate funds for aid to high and graded schools.

Minnesota received $785,664 in 1944 from federal
grants-in-aid for “education”.* The bulk of this
amount ($435,048) was granted for voecational edu-
cation and vocational rehabilitation programs were
aided to the extent of $90,323. A grant of $101,868
to colleges for agriculture and mechanic arts and
$158,425 for education of Indian children comprises
the balance of federal education grants to Minnesota.
m. Minnesota received $1,805,190 for education of defense

workers, These funds were administered by the state but are not in-
cluded in these figures due to their temporary nature.
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Grants For Health Large At This Time

Federal grants for Health and Sanitation ($446,-
796) had a substantial expansion during the war.
Federal grants for investigation and control of
venereal diseases totaling $121,424 and swells the
normal total for this function. Aid to combat ven-
ereal disease was first recorded in 1942, Venereal
disease control programs were also carried on dur-
ing the first World War.

A grant of $202,790 for the various public health
programs carried on within the state, $95,611 for
promoting the health of mother and children and
$26,971 for the protection and care of dependent
and neglected children complete the total for Health
and Sanitation.

Relatively Little Aid For Hospitals And Institutions

Hospitals and institutions receive relatively little
federal aid ($173,003). Federal aid amounting to
$119,416 was for corrective care of crippled children
under programs conducted by the Social Welfare
Divisions such as heart and crippled children clinies.
A grant of $53,687 to the State Home for Soldiers
and Sailors was also provided.

Miscellaneous Aids

Federal Miscellaneous grants-in-aid are composed
almost entirely of funds to administer the Unem-
ployment Compensation Act which amounts to $668,-
771. The other item—$569—is for the state’s share
of revenue from the sale of lumber in federal forests
located in Minnesota.

War Restricts Highway Aid

nghway‘ aid (composed of $136,635 for grade
crossing elimination and $598,136 for the federal
aid* highway system) was abnormally low due to
war restrictions. A substantial increase even exceed-
Ing prewar grants can be anticipated during the next
two or three years. This is due to passage of federal
iegls]a_tlon in 1946 which allots $500,000,000 in high-
way aids for each of the next three years.

It}asmuch as federal highway aid is on a matching
_basgs, state expenditures for highway will necessar-
ily increase if federal funds are to be available to

*Granted on basis of (n) 1/8 area, (b) 1/8 iv
PRl ey BRI, /8 rural delivery routes and

Minnesota. It_is anticipated that during the next
three years Minnesota will receive $37,000,000 under
thilpew cgngre]slsional act.

innesota’s allocation of federal hichway ai
the fiscal year 1947 totals $12,413,572g. Thl“-} ;flmfc;;
miil,df,‘ up of $6,043,897 for federal aid highways, $4,-
163,523 for secondary roads and $2,206,152 for urban
highways. Of the total federal highway aid, 45%
is allocated to federal aid highways in the various
states on the basis of area, rural delivery routes and
population_; 30% 1is allocated for secondary roads
ggptll}etlpasm oc{:' 22151'?.3,, rur};:l delivery routes and rural

1lation an /o on the i i
iy 9 basis of urban population

Nevf Federal Airport Aid

Since the basie figures in this report were compiled
(1944) a new federal airport aid program has been
enacted. Undey this law Minnesota will receive fed-
eral aid for airports. This airport aid program au-
thorizes expenditures of one-half billion dollars over
a seven year period with not more than 100 million
dollars to be expended in any one year. The 79th
Congrqss appropriated 50 million dollars for this
new aid. From this appropriation Minnesota has
been alloqated $756,211 for 1947. In addition Min-
ngsota'wﬂl receive a portion of the $10,274.250
discretionary fund allotted separately by the eivil
aerongu'glcs authority. Dependent upon larger ap-
proprlatloqs by Congress, Minnesota should receive
a substantial increase in this federal aid.

Comparison With Neighboring States

An analysis of the amount of federal aid granted
M_lnnesota'per capita with that granted per capita
with our six neighboring, competing states, namely
Ilhnqls,‘ Indiana, Iowa, Michigan, Ohio and Wis-
consin, is interesting. Appendix Table C presents per
capita regular federal grants-in-aid for seven states
classxﬁgd by governmental functions.

It will be noted from Appendix Table C that Min-
nesota receives the largest total amount of aid per
cap_lta——rqcemng $5.99 per capita. This is ma-
terially higher than $4.49 for Wisconsin and $5.15
wh:qh is the average for the seven states. Minnesota
receives the largest per capita grant for “Welfare”
for “Hospitals and Institutions”. It exceeds the
seven state average per capita grant for “Develop-

APPENDIX TABLE C
PER CAPITA FEDERAL GRANTS-IN-AID BY GOVERNMENTAL FUNCTIONS*
(Fiscal year 1944—Estimated 1943 population)

Type of Aid Minn. 11 i i /i s
Development & Cons. of Natural . ‘ rad: e ek oo is:_Average
ROBOMECEE" .« v aivs ors s s oD s b i e $ .32 $ .10 $ .22 $ 33 $ .20 $ .13 $ .28 $ .19
2 e T A R A e e e e B 24 22 22 .24 21 18 30 22
Health & Sanitation ...........,.,... 18 .15 a8 17 16 13 15 :
Hospitals & Institutions...... ... 2 .07 .04 03 06 03 .03 '05 "
- d g . A 2 04
Highways ................ N 29 .54 28 .31 .38 .46 27 40
WaITATa o coi e A R s s s 4.63 4.26 3.24 4.14 3.72 3.59 3.28 3.83
MiscollanBots o...ciosoiisvsinvmm s s 26 40 32 .10 .35 31 16 31
Total.. ... S et e e DD 5.70 4.50 5.35 5.05 4.83 4.49 5.15

*From data of Council of State Governments, Chicago, Ill, based on Federal Bureau of Census reports
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ment and Conservation of Natural Resources”, “Edu-
cation”, “Hospitals and Institutions”, and ‘“Wel-
fare”. In addition, Minnesota receives as much per
capita as any other one state for “Health and
Sanitation” and for “Education”. Obviously Minne-
sota has fared well from federal grants-in-aid when
compared with its neighboring states.

Generous Welfare Policy In Minnesota

Minnesota’s high per capita federal grant is largely
due to generous “Welfare” grants. In the three
items comprising the Welfare grants, namely, Old
Age Assistance, Aid to Dependent Children and Aid
to the Blind (a minor item—Blind Education is not
considered as it amounts to less than one cent per
capita in all seven states) the federal government
pays 50% of such costs up to certain limits. The fact
that Minnesota’s per capita grant is 8.7% larger
than Illinois, which received the next largest per
capita grant and 42.9% above the per capita grant
to Indiana which receives the lowest per capita
grant, would indicate that Minnesota was more gen-
erous in its individual grants to recipients and that
a greater proportion of its citizens are receiving such

aid.

Effect Of Federal Aid

There can be no question but that federal funds
now constitute a sizeable source of revenue for the
State of Minnesota. Advocates of federal aid con-
tend that only through intervention of Washing-
ton can a nation-wide social security program be

developed or a system of trunk highways that will
result in an effective program for national de-
fense., The same argument is also presented
for federal aid for a national system of air-
ports. In addition, it is contended the new revenue
needed for these various activities is best collected
by the federal government as it is more capable of
effectively administering the same at a reasonable
cost; eliminates multiplicity of returns and eases
cost of taxpayer compliance; avoids competition
between states both as to tax sources and rates;
does not have to face the problem of burdening
interstate commerce and the evasion that follows,
and has a far wider latitude in the selection of tax
sources, especially those based on the ability to pay
principle, thus resulting in a more equitable tax
gystem.

Opposition to federal aids is based largely on the
“state’s rights” theory which contends that the
democratic philosophy of government is best pro-
tected and preserved by decentralization of govern-
mental activities.

Little Organized Resistance To Federal Aid

There is little organized resistance to federal aid
programs. State officials denounce encroachment by
the federal government and champion “state rights”
but generally urge passage of federal aid bills be-
fore congressional committees. Their situation 1s
analogous to local governmental officials who cham-
pion “home rule” but urge expansion of state aid

programs.

Appendix D—Financing State Aids in Recent Years

The problem of financing $46,000,000 of state aids
is a tax problem of no small magnitude. The follow-
ing tabulation shows quite clearly that larger state
aids were the major factors in creating a state tax
problem during the past ten years.

Increase
1935 1944 Percent Amount
State
Government
Costs .....549,467,331 $ 54,694,892 10.4 $ 5,127,661
e
a
Units ...... 17,066,356 46,621,120 173.3 29,564,764

Total .....366,623,687 $101,216,012 52.29% $34,602,326

Ten Year Trend

In the ten year period 1935 through 1944, total
.state governmental costs, including “aids”, have in-
creased from 66 million to 101 million or an increase
of 52%. Of the $35 million increase in state expend-
iture, $5,127,561* was for direct state 'government
expenditures and 29,564,764 was for aids to other
Civil Divisions. The percentage increases were
10.4% and 173.3% respectively. In other words, the
m item would be larger but in 1044 there was a drastic eur-

tailment of highway expenditures due to the war which has reduced “Btate
Government” costs. On the other hand, departmental savings were ab-
normally high in the year under consideration as material and supplies
eould not be purchased due to the war which, at least in part, offset

decreased highway expenditure. In addition, the 1944 “‘State Government™
figure contains a war salary adjustment figure estimated to cost $3,800,000.

large increase in state aids was in large part re-
sponsible for the tax problem of the past decade.

Source of Funds For State Aids

Funds for this increase of 30 million dollars in
state aids are from two sources, namely, federal aid
and state tax receipts. Federal aids were discussed
at considerable length in the previous section. Fed-
eral funds have materially assisted in solving the
tax problems of the state government.

Federal Grants Increase State Expenditures

It must not be overlooked that federal legis-
lation requires the state government to “match”
funds in order to qualify for federal grants. In the
final analysis this affects the Minnesota tax struc-
ture by increasing expenditures. Federal aids op-
erate, and are so intended, to force on each individu-
al state, programs and activities regardless of the
state’s willingness to undertake them. Citizens of
the state must bear their share of federal taxation
and if the state government does not match the fed-
eral contribution upon the terms fixed by the federal
government, it receives no benefit.

Federal Government Supplies 26% Of State Aid
Funds

Of the $46,621,120 allotted to the various counties
of the state for grants-in-aid or shared taxes in
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1944, $11,916,415 or approximately 26% was sup-
plied by the federal government. In addition to the
above mentioned federal aid funds, the state re-
ceives grants from Congress for highways, venereal
disease control, ete., which are spent at the state
level and are not part of local aids. This amounted
to $3,470,877 in 1944 which is abnormally low as the
federal government deferred highway aids during
the war period. In other words, the federal govern-
ment granted $15,387,292* to both the state and
local units of government in Minnesota.

State Revenue System Expanded

In order to carry the state’s share of increased
aid and for the increase in direct state expenditures
it was necessary to expand the state revenue system
to include practically every new tax source available
to the state except a sales tax, The state adopted two
new taxes at the beginning of this ten year period,
namely, the income tax and liquor taxes. In 1937 the
gift tax was adopted as a companion tax to the in-
heritance tax which had been in force for a consider-
able period of time. In addition, a drastic revision
upward of rates of almost all existing taxes was
made in 1937. Tax rates of liquor, iron ore, inherit-
ance, gasoline and gross earnings (except railroad)
were raised materially. Moreover, the income tax
rates were raised to a level where the individual in-
come tax was exceeded by that of only two or three
states. In 1935 income taxes produced $2,932,000 in
revenue but in 1944 the treasury received $24,941 -
000. Again gross earnings taxes brought into the
state treasury $5,012,000 in 1935 but reached the
unprecedented total of $12,419,000 in 1944. For the
same year the occupational and royalty taxes on iron
ore were $949,000 and $5,335,000, respectively. The
1944 increase over 1935 was $22,009,000 for income
taxes, $7,407,000 for gross earnings taxes and $4,-

386,000 for ore taxes.

The increases mentioned above were due to higher
rates and to a large improvement in business condi-
tions connected with the war. This factor was espe-
cially important during 1941 and 1942 and re-
mained a factor in 1943 and 1944 although federal
rationing had, in certain tax fields such as gasoline
and motor vehicle licenses, limited the full effect of
these war conditions.

Source Of State Aids By Specific Funds

State aids were financed from five sources in addi-
tion to federal funds. They were the income tax
school fund, school trust fund, bond funds, gasoline
tax fund andappropriations from the General Rev-
enue Fund.

General Revenue Fund Appropriations

The General Revenue Fund is the main and the
only non-dedicated fund of the state. This fund
finances an array of state activities as well as state
aids. Revenue for this fund is derived from taxes

on gross earnings, liquor, insurance, inheritance,

gift, iron ore, miscellaneous earnings and from
*In addition, $1,805,190 in federal funds were spent under the administra-
tion of the Department of Education for education of defense workers and
$1,409,237 was received by the state for Maternity and infancy emergency
programs, defense highway aid, military training in teachers colleges, ete.
These funds financed temporary war programs and for this reason they
are not included in this study.
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licenses, fees and permits. Nearly all of these tax
sources were given sizeable increases in rates in
1937. Receipts are now at an all-time high due large-
ly to war production. There was no state property
levy for the General Revenue Fund in 1944 but there
has been a two and one-half mill levy during the past
two years.

State aids appropriated from the General Reve-
nue Fund totaled approximately $10,000,000 for the
year ending June 30, 1944 or 1/3 of total legislative
appropriations from this fund,

Income Tax School Fund

The Income Tax School Fund was created in 1933
by dedicating receipts from the income tax. This
fund was to finance school aids. A provision of the
law provides that if such income tax receipts are
not sufficient to finance authorized school aids, then
said aids are an obligation of the General Revenue
Fund. In 1944 receipts from the income tax were
$24,941,000 which was more than ample for finane-
ing current school aids.

Prewar income tax receipts ran 10 to 12 million
dollars before the levying of the present high federal
taxes (which are deductible) and receipts should,
therefore, fall below this figure in the postwar pe-
riod. Prewar normal receipts were insufficient to
finance all school aids. For the years 1934 through
1939, $34,000,000 of General Revenue Fund moneys
were used to supplement school aid expenditures.
School aids payable from income tax receipts
amount to sixteen million dollars today. It is thus
apparent that future school aids will, at least in part,
continue to be an obligation of the General Revenue
Fund.

School Trust Funds

The annual interest earned from investment in
the Permanent School Trust Fund and Swamp Land
Fund is another major source for school aids. These
funds were established by investing receipts from
the sale of land granted to the state by the federal
government. In addition, the Permanent School
Trust Fund receives annually 40% of the receipts
from the iron ore occupational tax. There are 107
million dollars in these trust funds and the interest
available for school aids amounted to $3,025,933 in
1944,

One-third of the gas tax receipts furnish the funds
for county highway aids. The gas tax is now 4c per
gallon, having been raised le¢ in 1941. Part of the
increased receipts was used to replace aid grants
from the one mill state road tax which was repealed
at that time. The amount of this aid, therefore,
varies directly with such tax receipts, barring re-
strictions on spending such as occurred during the
war when unspendable funds were invested for
future distribution.

Bond Funds

State aid for relief payments have been financed
by bond issues during the entire ten years under
consideration. The 1945 Legislature rejected this
unsound fiscal practice and provided that relief pay-
ments for the present biennium be paid from cur-
rent tax receipts.
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Oun School Weeds and Ways to Meet Tiem

One of the Problems Given Highest Priority by Governor Youngdahl in His Inaugural Address

A big step forward is proposed in the revised State Aid for Schools.
It merits your consideration and support.

WHAT ARE STATE AIDS?

They are moneys appropriated by the State to help pay the cost of education throughout school
districts of Minnesota (first appropriated in 1881).

These aids give financial help to all school districts to support adequate educational programs,
and special aids, such as for the education of handicapped children, transportation, etc.

Since the State has many sources of revenue, such as the income tax, gross earnings tax, etc., and
the local districts depend chiefly on the property tax, these aids help to distribute the tax burden.

WHY DOES OUR SYSTEM OF STATE AIDS NEED REVISION?

Because:

Present state aid funds are not enough. Most school
districts, both urban and rural, are having more and more
difficulty making real estate taxes cover the burden of
rising costs of education. The State is not contributing
its share toward these increased costs,

Because:

The present system is too complicated. It is made up
of 40 different aids, requiring an immense amount of un-
necessary work in local districts and in the State Depart-
ment of Education. Under it, fair distribution is practically
impossible, some districts receiving more than they need,
others not enough.

Because:

Under the present set-up, our State.is not providing
basic educational opportunities for large segments of its
rural youth. Many of them are being denied a high school
education. This is unfair to them and to the state. Only
one other state, Kentucky, has fewer farm boys between
the ages 16-17 attending high school than Minnesota.

Because:

The problem of securing and retaining competent teach-
ers is becoming increasingly urgent. 16,000 Minnesota
teachers have left their profession since Pearl Harbor.
About /5 of these went into military service. Only a few
are returning. They are finding more remunerative em-
ployment in other fields—this, at a time when enrollments
are increasing and educational services must be expanded.

HOW WILL THIS BILL IMPROVE OUR EDUCATIONAL SYSTEM?

|. Does it offer anything new in the way of approach to the problem? . . . Yes, by basing State Aid on actual present costs
($110) of pupil instruction in average daily attendance (ADA), it guarantees for the first time an opportunity for a basic mini-

mum education to every child in the state.

. Does it lessen the complexity of our present State Aid Program? . . .

to | 7.

Yes, by reducing the number of state aids from 40

. Does it provide for more equitable distribution of state aids? . . . Yes, by giving to school districts a flat sum as a BASIC or
"birthright'' aid for each child; by giving an additional EQUALIZATION aid to those districts without sufficient taxable
property to maintain the minimum standards of education with the help of the basic aid only.




. Does it offer specific help with rural school problems? . . . Yes, it requires all districts to provide free transportation for

nen-resident H.S. pupils (the district will be entitled to reimbursement as transportation aid). Each district is made respon-
sible for educating its pupils through high school. The State will give adjusted equalization aid to ungraded rural districts not
maintaining high schools for this purpose.

. Will it raise the general educational standards of the State? . . . Yes, all schools receiving state aid will be required: 1) to

be in session at least 9 months, 2) to provide free text books, and 3) to use all of the $110 for maintenance and none for
capital outlay (building program and equipment, etc.) or debt service.

. Does it make any specific requirement regarding teachers' salaries? . . . Yes, at least 65% of the $110 per pupil mainte-

nance cost must be allocated to the salaries of instructional staff. This should help provide better salaries for teachers and

attract more capable people into the teaching profession.

SOME FACTS AND FIGURES—IF YOU WANT THEM:

The average cost of education today is $110 per pupil in
average daily attendance (ADA). Kindergarten costs !/
as much as elementary; H. S. I/ times as much. There-
fore, all aids will be based on a so-called "pupil unit."

Elementary =1  pupil unit

Kindergarten = /5 pupil unit

H.:S. =11/ pupil unit

. Basic aid is $50 per pupil unit in ADA to all public schools

in the State meeting minimum standards. (This includes
apportionment from interest on Permanent School Fund
as provided in State Constitution.)

. Equalization aid — In those districts that cannot raise the

$60 difference between the basic aid of $50 and the re-

quired $110, additional aid will be given, ranging from
none in districts with assessed valuation of $2000 or more
per resident pupil unit in ADA—to the entire $60 in
those having less than $100 such valuation, with a higher

adjustment for ungraded elementary districts sending
pupils to H. S.

. Emergency aid is money paid by the State (upon direction

of State Board of Education only) to districts in distress
because of calamity, high tax delinquency, excessive
debts, etc.

. The bill will continue special aid for such things as educa-

tion of handicapped children, transportation, and the
matching of federal funds.

. The approximate cost of financing this plan will be a total

of $29.000,000 annually. The amount appropriated for
education by the last State Legislature was about $23,-
000,000. The estimated income from the Permanent and
Income Tax School Funds for the year 1947-48 is $20.-
500,000.

The bill proposes to use all income tax receipts for
school aids.

This bill is the result of more than a year's intensive study, debate, and earnest effort on the
part of a state-wide committee (made up of educators, public officials, legislators, and represent-
atives of labor and other interested groups) appointed by Governor Thye to work out a simpler and
fairer system of state aids for schools. It represents a big step forward. Together with other legis-
lation to revise our assessment system and reorganize school districts, this bill would give us a sound
and equitable basis of state support for an improved educational system.

HOW YOU CAN HELP:

Study the bill; understand it; and then write Gov. Luther H. Youngdahl, Hon. A. L. Almen, Chairman of Senate Education
Committee, Hon. E. B. Herseth, House Education Committee (all at the State Capitol, St. Paul), and your own State Legislators.
A penny postcard will do the job. DO IT NOW!

MINNESOTA LEAGUE OF WOMEN VOTERS
832 Lumber Exchange Building, Minneapolis I, Minnesota

JANUARY 20, 1947




League of Women Voters of Minnesota
1947 LEAGUE~SPONSORED STATE LEGISLATION
CURRENT AGENDA ITEMS PASSED BY LEGISLATURE:
1, A bill establishing a Legislative Research Committee to give advance

consideration to problems expected to confront the next legislature,
This legislation had been supported by the League for four sessions,

A W11 providing for Revised Distribution of State School Aids.

A bill providing for the Municipal Housing Act. This law had a2 two~fold

purpose: (1) To enable our cities to qualify for any Federal Ald to

housing that might be available and (2) To encourage private capital

to go into housing and redeyvelopment in blighted areas in our cities

by giving various kinds of financial and other aids, ; As a consequence,

the Minnesota Act is usually described as divided into two main

parts—the low-rent public housing part and the redevelopment and slum
. clearance section, " = L CRs S 2 R

PLAT- A bill for an Act Relating to Public Health Nursing. This act provides
FORM: that the state will pay $1500 yearly to any county employing a public
health nurse,

CURRENT AGENDA ITEM NOT PASSED BY LEGISLATURE:

A bill for an Act to authorize counties to establish and join in establish-
ing County or Multiple County Health Departments., This bill was passed
unanimously by the Senate but was referred to the Appropriations Com~
mittee in the House on a very technical point of order, It was tabled
there in the closing days of the session so did not come to a vote on
the floor of the House.

PLATFORM ITEMS PASSED:

1. A Bill for an Act to Provide a Survey for Reorganization of School
Districts and Appropriating Money Therefor. Counties which voted to
organize the county school survey comnittees under this law are:

Aitkin, Anoka, Becker, Beltrami, Benton, Big Stone, Brown, Carlton,
Carver, Cass, Chisago, Clay, Clearwater, Cottonwood, Crow Wing,

Dakota, Dodge, Douglas, Faribault, Fillmore, Freeborn, Goodhue,

Hennepin, Houston, Hubbard, Isanti, Kanabec, Kandiyohi, Kittson, Lac

qui Parle, Lake of the Woods, Le Sueur, Lyon, McLeod, Mahnomen, Marshall,
Martin, Mille Lacs, Morrison, Mower, Nicollet, Norman, Olmsted,
Pennington, Pine, Polk, Pope, Ramsey, Red Lake, Renville, Rice, Roseau,
St. Louis, Scott, Sherburne, Sibley, Steele, Stevens, Traverse, Wabasha,
Wadena, Washington, and Wilkin, The counties which did not organize sur-
vey committees are as follows: Blue Barth, Chippewa, Grant, Jackson,
Lincoln, Meeker, Murray, Nobles, Otter Tail, Pipestone, Redwood, Rock;
Stearns, Swift, Todd, Waseca, Watonwan, Winona, Wright and Yellow Medicine.

There are four counties to which the statute is not applicable; namely,
Cook, Itasca, Koochiching, and Lake. Special survey committees have been
organized in Cook and Itasca counties to study their local school condi-—
tions. Lake county is one large district and Koochiching county has only
three districts which maintain graded elementary and secondary s chools,

2. A Bill for an Act Relating to the Assessment of Provnerty for the Purposes
of Taxation: Creatingz and Establishing the Office of Supervisor of Assess-
ments for each County,




My, J. 8. Jones, Executive Secretery
Minnesota Farm Buresun Federztiom
478=486 S5t. Peter Street

St. Paul, Minnesota

Pear Mr., Jones:

Following uwp your telephone conversation
yesterday with Mrs, E, S, holmg.en of 5t, Paul we
are enclosing herswith a cony of our lesflet "6ur
School Beeds and Ways to Meet Then" and under sep-
arate cover we sre mailing you 1600 copies of these
leaflets,

We are grateful $o you for your ceoperation
it was our hope in nublizhine this materizl to
ransmit the informetion %o ewsry zitizen in Minne=
sota, That, of conrse, ie possidls enly through our

own organization and the assistance of other orgesniza-
tions svek ag yours,

S8ingerely yours,

Myes, Irvine MeQuarrie
President




gae of Women Voters of Hinneapolis
Si 10th St., Room 407 At 6319

Lea
84
KOW YOUR STATE
(1X. Bducation, pp. 22-25)
A11 veferences given below may be found in pamphlets in the League office,

Tducation as a Public Responsibility

1. VWhy is education a public responsibility? 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 uni

orm system of public schools. Reference: Constitution of #%he State of

linnesota, Art, VIII, Sec. 1l.

What powers over education are there in your state constitution?
Reference: Constitution of the State of Minnesota, Art., VIII, Sees. 2-8.

Have any nowers relating to education been added to the State Constitu-
tion in recent years? UNo changes relating to education have been made in
the state constitution., The last legislature authorized the appointment
of a committee to study the state constitution.

Do you think the state should assume more or less responsibility for
sducation? Reference: Zquality of Zducational Op»nortunity : Can It Be

Attained, State Department of Zducation, 1947.

Tyoes of School Districts Established by State Law

1. Common school district, Special school district, Independent school dis-
trict, Consolidated school distr Joint school district, County school
district, Ten-or-more-township Unorganized Territory.

ric
a4
di

1 kind of school district is yours?

nceg! Laws Relating to the liinnesota Public School System,
e Department of EBducation 1946, Chap. 122, p. 33.

liinnesota, The State and Its Government, by Josevh Kise and George'
Sjoselius, n. 90 & 91.

Rele*ion ?etween Sive i 1 School Administrative Units and Adequacy of

Has there en a ganizatio in Minnesota in resent
years?

Does linnesota need a reorganization of school districts? TYhy?

Did the 1947 legislature take any stevs in the direction of reepnortion-

Zquality of Zducational Cpvortunity: OCan it be Attained?
lepartment of Zducation, 1947

He Fo 1125 (Thi s a copy of the bill)

1ty School Survey Coumittee, State Department of Zducation,




-

Commissioner of Jducation, Chief State School Officer

Is he elected or avvointed?
Are orofessional qualifications required?

References: laws Relating to the liinnesota Public School System, HMinneso-
ta State Department of Zducation, 1947, p. 2l.

State Board of Zducation

How are its members selected? For what terms?
the functions and vowers of the State Board of Education?

References: ILaws Relating to the lfinnesota Public School System, Minn-
esota State Department of Zducation, 1947, p. 20, 22, and 23,

What Repulatory Functions over Zducation are Performed by the State?

3 : diting Teachers, Referenc laws Relating to the linnesota Public
en

State Departm

e [
1t of Zducation, 1946, ». 92-96,

Tenure, Same as above, ». 97, 98, and 99.
Curriculum, Same as above, . 22, subd. 7.

Suservision of teaching orogram, Same reference, p. 94, 130.09 and v. 30,
120,01,

Accrediting of schools, lManual for Graded Blementary and Secondary Schools
Tin 1esota State Denartment of Zducation, Aug. 1945, Chap. IV, p.

Buildings and Grounds, The Sts artment makes susgestions in

lManual for buildings aq” ; g, but it requires no uniformitye.

Manual for Graded gleﬂcnbarv and Secondary Schocls, State of linnes
16, & 17,

See iianual for Graded Zlementary and Secondary Schools, State of
, Aug. 1945, pe 79 & 80; also pe 27, sec. ds

= Leadership in Improwving Jducationt

The profescional staff of the State Department of Zducation, with the help of
professional people in their wvarious fields in the state, are continually
working on manuals and courses of study for elementary and secondary schools.
The last manual was vublished in 1945, but a new manual is vractically
completed. All standards are comp leu by the »rofessional staff, submitted
to veople in the field for swy ions, unw1fuud to the State Board of
Education for avproval; the S rd holds a hearing to which anyone may
come. sfter the hearing, the ards are subnmitted to the attorney general
and finally filed in the office of the secretary of state. They are then
osut into circulation for the use of the schools.

«Special Fields in Which the State Offers Financial Help.

The references here in this section are all from the pamphlet--Laws Relating
to the Hinnesota Public School System, iiinnesota State Department of Zducation
1946.




School Libraries, p. 82

Vocational Zducation, p. 84

Special Classes for Handicapped Children, p. 84
Svening Schools, 1. 85

Teacher Training, va. 85

Homec Economics, pe 84

See also for reference: Manugl f ( ad ¢ scondary Schools, State
Devartment of Bducation, 1946

Zquality of Zducational Ovpvortunity as to Availability and Amount Spent

1

White and Negro, Rural and Urban, Han anved. Children,

egro; the amov
wealth, but
both rural and
poorly cared fo
bdu“ﬂ ion situs ) to ava!llfi“”

%

availability of higher education exist.
paring Teachers.

1ting to the Minnesota
Chavp. 136, p.13

School of the

raral tir el
Cr51Vy, and

Zxvenditures for the
AZminis vI”‘tlu 1, S*f‘-.)\’,p




Leazue of Women Voters of Minnesota
84 South Tenth Street, Room 417
Minneapolis 2, Minn. (At. 0941)
November 5, 1948

STATE AID TO EDUCATION

The League of Women Voters of Minnesota supported two bills
which were enacted into law by the 1947 Legislature: The Revision of
State Aids, Chapter 633, Laws 1947, and a bill to provide a uniform
system of assessments. Enacted into law, Chapter 531, Laws 1947, this
bill requires the appointment of a Supervisor of Assessments in all
counties which do not have a County Assessor, Only 35 counties have
had a County Assessor, and now under this law the remaining 52 have
appointed a Supervisor. As assessments are the basis for payment of
equalization aid to school districts, this law makes possible a fair—
er distribution of such aids.

The Revised State Aid Law reduces the number of aids from
L2 to 21, increases materially by $11,000,000 the amount of money ap-
propriated, and provides for an equalization aid, up to $60 per resi-
dent pupil unit in A. D. A. (average daily attendance), for districts
where low assessed valuation prevents maintenance of minimum standards.
It further provides for a 9 month school term in all schools, free
textbooks for all pupils, allocation of a portion of fund to teachers!
salaries, transportation, vocational, and emergency aid.

Another improvement over the former law is the establishment
of a system for distribution of most of the funds on a current basis.
Thus, the basic aid ($50 per resident pupil in A. D. A.) and equalization
aid (from $3 to $60 per resident pupil A. D. A.) is distributed in this
manner: 50% in October, 45% in March, and the remaining 5% in August.

2,368 districts have an assessed valuation of less than $2,000 and re-
ceived equalization aid, Other aids were paid in full in October, and
emergency aid is paid as granted.

From the few provisions listed above, it can be seen that
the law is indeed a2 forward step for education. One problem which will
have to be met during the 1949 legislative session is that this same
law will cost the State approximetely an additional $3,000,000 during
the coming year, because of the expected increase in school population
of from 35,000 to 45,000 pupils for whom aid must be paid. In addition,
a few refinements remain to be made in the law, It aids all school
districts which meet its requirements, and thus perpetuates small
schools and schools with poor programs.




Minnesota League of Women Voters

914 Marguette Avenue S f k ]

MR o ACTIO

Affiliated with the i February 10 1949
MNational League : = -
of Women Yoters

Dear Presi‘ents:
Subject: State Aid to Education

Amendments to the present state aid school law are
being prepared for introduction in the state legislature.
The LWV of Minnesota has consistently supported adequate
state aid for edugcatign, Now is the time for your League
an” incivicual members to write your Senators and Hepre-
sentatives concerning the amendments which provide:

1. Increased state ail from 350 to $70 per pupil

2, Incluie recognized public junior colleges in
this per pupil aid.

There is talk of diverting the state income tax
revenues which are dedicate? to education to other pur-
poses, Until the entire problem of dedicated funcs is
explore? and solved an’ some other security is estab-
lished for the provision of public education, the
Minnesota League opposes any civersion of state income
tax cerived funds to any other use.

nmmed.iate expression to this effect to your legis-

lators is imperative.
Sincerely,
I

Mre. Malcolm Hargraves
é;esiient
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League of Women Voters of Minnesota
84 South Tenth Street, Room 417
finneapolis 2, Minnesota March 21, 1950

MEMORANDUM i

— —— — — -— e — — -— — -— — — — _— - — —

To: Local League Presidents

The attached material will be helpful to your League in forming opinions on

Minnesota education problems so that your delegates will come to state con~

vention prepared to discuss the position which the League should take toward

related legislation in the 1951 legislative session,




. League of Women Voters of Minnesota
. Room 417, 84 South Tenth Street
Minneapolis 2, Minnesota
March 15, 1950

Additional copies - 10¢

TOWARD ARRIVING AT A LEAGUE POSITION ON
EDUCATION PROBLEMS IN MINNESOTA FOR 1950-51

The problems likely to need League decision are incorporated in the three items
listed below.

I. Continued emphasis on reorganization of school districts.

II. Can we come to some conclusion on what we want to stand for with regard to
"dedicated" funds for schools?

III. A thorough understanding of State Aids: sources, amounts, distribution.
(Equalization of educational opportunity should be based on & fair distribution
of tax burden.)

Information basic to an understanding of these problems has been selected because
it is important to education and because it fits into our study of the economic
itema

As a result of a directive by the Governors! Conference on June 16, 1948, there
is available for the first time a study of education in the 48 states made by

an agency of all the states, the Council of State Governments. The study, The
Forty-Eight State School Systems, contains hot only tables of statistics but a
discussion of practices developed through the years in the main aspects of educa-
tion, wf have used parts of this important study as a basis for the following
outline,

What is Minnesota's educational load as compared with other statest (proportion
of total population to children 5-17 incl.)

[innesota, with a population of 2,888,000, had a school-age population of 594
per thousand with enrollment in public schools (Kindergarten - 12th) of
480,478; a ratio (in percentage) of 20.2 as compared with the all state ratio
of 20,5; 18 states have a lasser number, . The:ratio of public school enroll—
ment to school-age population was 82.3 compared with the all state ratio of
81.6. In numbers of children to educate, Minnesota load is not heavy,

In numbers of children enrolled in public schools, Minnesota approximates the
all state ratio.

What is Minnesota's ability to support education as compared with other states?

Per . Income per Income per
capita school-age pupil
income pupil ADAH Rank

All State 81,318 56,436 $8,981
Minnesota $1,195 £5,907 $8,211 24

i. Fzgureé are for 164?-38Iugle§; SEEérﬁ;se Indigatéa. The Eﬁ ézaté_ScH;ol gx&;_
tems by the Council of State Governments, A 1949 supplement is in preparation.

* A.D,A. is average daily attendance,
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Per capita income is over $1,600 in 8 states and less than 1,000 in 10 states,
Minnesota ranks near the mid-point,

Income per child of school age varies more, It is over $9,000 in 5 states and
less than %3,500 in the lowest 7 states.

Income per child in A.D.A. ranges from $15,000 in New York to $3,000 in Missis-
sippi.

Minnesota, with its per capita income per pupil in A.D.A. of $8,211 end rank
of 24 is at the mid-point in the states with regard to ability to support
education.

what is Minnesota's effort to support education as compared '/ith other states?

1., By dividing the state and local revenue receipts for public schools by the
total personal income of the people we may find the percentage of the wealth
of the state allocated to public schools. (Not including federal funds)

1937-1938 Rank 19471948 ank
All state

median 3. 2.3

1
Minnesota B3 175 245 17.5

Another way of exnressing this is that in 1937-38 $31 out of every 31,000

of personal income in the U,S. was used for public schools. By the end of
the ten-year period between 1938 and 1948 the amount had decreased to $23 out
of $1,000.

Minnesota used $33 out of $1,000 of personal income in 1937-38 and by 1948
the amount decreased to 325 per 51,000, yet still held its rank of 17.5 from
the top.

Although the proportion of income devoted to public schools has declined,
the revenues for schools has increased substantially. This is explained
by the increase in personal income in the several states.

2. Another measure of effort is the % of state and local revenues actually

allocated to public schools, (League members may here use to advontage this

year's study of How Minnesota Gets and Spends Its Revenues for state govern-
ment.

% of state-local revenues allocated to public schools
194142 1947-48
all states 21,0% data lacking
Minnesota 20,2% 22,475 (for 1946-47)

i

Median of

3. A third indication of effort is the amount of current expense as com-
pared with other states. All states have increased expenditures for public
schools in the ten-year period of 1937-38 to 1947-48. Increases are due fo
increased numbers of children, decrease in the purchasing power of the
dollar, and increased services,
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Current Expense (incl, interest) per »upil in A.D.A.
1937~38 Renk 1941-42 Rank 1945-46 Rank 1947-48 Rank
Medians 582,79 $97.14 $139.81 $178.71
Minnesota $93.29 19 $109.64 17 $159.25 13  $204,07 12

The current expense per pupil in A,D,A. for 1947-48 ranges from less than
$67 in Mississippi to more than 3260 in New Jersey. Only 11 states spent
more than Minnesota: New Jersey, $260; Montana, $5255; New York, $250.75:
Yashington, $229; California, 5223; Connecticut, $220,92; Rhode Island,
$220.65; Nevada, $219.20; Oregon, $216; Arizona, $211; South Dakota, $209.70.

Values of school property, indebtedness & textbooks per pupil in A.D.A.
Valu8 of School Rank Indebtedness Rank Textbooks Rank

Property

Median of
all states $401 371,88 $5.43
Minnesota $493 15 $85.89 22 5847

From the above comparisons we may draw some general conclusions: 1) Minnesota
in comparison with other states does not have a heavy educational load. Only
18 states have a lighter load, 2) Minnesota's ability to support education is
favorable to the provision of a sound state program, 3) Minnesota's effort to
support education indicates a desire to provide well for the education of her
youth,

The equality of educational opnortunity that a state will provide will depend
not only upon the funds provided and the leadership of the state authorities
but upon the understanding and help of the citizens of the state, #hat then
are the major problems to be worked out and where can the League best spend
its efforts?

PROFLEM ~ Reorganization of school districts is a continuing responsibility with
the League, The 1949 legislature extended to April 1, 1951 the 1947 act enabling
the merging of school districts. Twenty counties have voted against creation

of a county survey committee, Out of those counties which have survey commit—
tees 58 elections have been held, 40 elections carried, 18 failed. The total
number of districts merged to date is 387 which leaves Minnesota still having
more than 7,000 school districts. The 1949 legislative act enabling special
school districts to become independent school districts and thereby able to
extend their established boundaries to merge with other districts resulted in

a reduction from 24 special school districts to 9. (Remaining special school
districts are Minneapolis, St, Paul, Duluth, Rochester, Owatonna, Red Wing,
Jackson, Winona, South St. Panl)

How does lMinnesota compare with other states in number and size of districts?
(1947-48)

Total number
of districts Rank
All states 99,713
Minnesota 7,518 3rd highest number
(Illinois, lst;
Missouri, 2nd)
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0f Minnesota's 5,620 elementary schools 4,421 or 78,7% are one-teacher schools.
Minnesota ranks 42 in the states: only 6 states have more one-teacher schools.

Of Minnesota's 520 high schools, 23 have fewer than 50 pupils, 116 have
fewer than 100 pupils, 159 have 300 or more pupils.

In Minnesota 22,3% of puplic high school students are enrolled in schools
having fewer than 100 pupils and the state ranks 11. In high schools having
300 or more enrolled Minnesota ranks 14 with 30.6% so enrolled.

Many states are working on the problem of reorganization, Some have simply
created by legislative act the type of district desired; others, including
Minnesota, have preferred to provide the necessary machinery and through
education of the people, have then do the reorganizing. This is the slower
method but results show that greater progress is being made in states which
have adopted it,

Provisions which discourage needed reorganizing in Minnesota:

1, Too much aid to small schools.

2, State aid is sufficient to enable many small districts to operate with
very low tax rates.

3. No aid for new buildings in reorganized districts.

4, Increased aid to reorganized districts not great enough to offset loss
of tuition payments formerly received by central district.

5. Rural and urban votes must be counted separately and a majority of each
required to effect proposed reorganization.

Should there be some incentive offered districts to reorganize??
Greater equality of educational opportunity, more economical and efficient

administration, more equitable distribution of public school revenues wait
upon the work to be done in redistrictingl

PROBLEM -~ School Finance Practices (including "dedicated" funds).

Many different school finance practiceg have developed among the 48 states.
Some of these practices contribute directly to the attainment of recognized
objectives of education; others contribute very little; and some even have a
negative effect. It is generally accepted that every state school finance
program should: 1) help to assure reasonably adequate and well-rounded oppor-
tunities for all children and youth throughout the state and 2) be based on a
system of taxation and administration which assures that the burden will be
equitably distributed among all types and classes of citizens and taxing units, "¢

ithat is the division of all sources of fundsg for school support?

1. Pederal, All 48 states receive some federal funds. The percentage is
small in all cases, usually between less than lﬁ to & little over 2%, Al-
most all federal funds provide for vocational education and vocational re-
habilitation (other than school lunch and veterans education funds).

2. Council of State Governments, The Forty-Right State School Systems, Chicago,
1949, p. 111,
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% Federal Funds
1937-38 1947-48
All state i 2
Minnesota 0

" 1.3
0.7

"
’

2
46_, .

2. State. The percentage of revenue from state funds has materially in-
creased in the past ten years in most states. During this same period, how-
ever, Minnesota's funds from state sources have decreased slightly.

% State Funds
1937~38 1947-48
All state 29,6% 39.8%
Minnesota 39.4% 37.1%

To give a truer picture of Minnesota's position in the U,S. we list below
those states showing the highest and lowest percentages of state funds.

Less than 207% of public school revenues are derived from state funds in
12 states (1947-48):

Nebracska j Iowa
Massachusetts South Dakota
New Jersey Montana
Kansas Illinois
Wyoming Rhode Island
Wisconsin New Hampshire

More than 60%, in 11 states (1947-48):

Delavare 87.0%
Wew Mexico 84,9

Washington
Arlzansas

Alabama 744
South Carolina 68,2
North Carolina 67.9

West Virginia
Georgia
Tennessee

Louisiana 66.8

3. County. Percentages of revenues from counties also vary greatly. 13
states revort no county revenne, il renort less than 2%, some receive almost
no revenues from cezl writs smaller thaan thes county.

A r w oy oy
3 ATy
A 1 e g

All state

Minaeso%a

L, Local., Here again, we find a wide variaiion in percentage throughout
the 48 states (from 0.05 in Jest Virginia vhich uses the county as the
smallest unit up to Webraska which recsivas 93,95 from local funds),

: 1947-48
All state , 53.2%
liinnesota ] 58,2%

.
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While more state support broadens the tax base and assures adequate educational
opportunity for all children, complete or nearly complete state support would
tend to weaken locel initiative and bring about a too detailed control from the
state. "Tvidence seems to indicate that better results can be attained wvhen
the foundation program is sumnorted on & partnership plan by revenges derived
from all government sources including both state and local funds."” linnesota,
in its nearly average pcsition, would seem to be following a wise course with
regard to division ¢f financial support.

7 (1947-48)

1., Permanent School Funds. In 30 states revenues from permanent school
fund income is less than 2%, The median for all the states is 1l.1%. Only
7 states receive 10% or more. Minnesota is one of the 7 and receives 11.9%.
In the amount received, $3,930,171, Minnesota's school revenue from its
trust funds is the largest in the U.S.

2, Xarmarked Taxes and 3. Appropriations from general funds

In 22 states no appropriations for schools are based on earmarked taxes; in
8 states less than 10%; in 3 states sone revenues are earmarked but go into
the general fund from which the school funds are appropriated; in several
states revenues for schools are earmzrked by the constitution; in most other
states earmarking is provided by legislative act.

"In only 3 states, Minnesota, New Mexico and Worth Dakota aﬁe all appropria~
tions made from earmarked taxes and permanent fund income," In Minnesota,
the income tax is earmarked by legislative act and the permanent fund income
by constitution. These are commonly referred to as "dedicated funds! to-
gether with "dedicated funds" for other functions of state government. (See
P. 33, You Are the Government.) The amount of money to be used must be
decided by legislative appropriation and money not approprioted remains in
the “"dedicated" fund., About 53 million remains in the income tax fund

after appropriations for the biennium 1950-51 have been made.

The question of "dedicated" funds has been a part of the League study in the
Feonomic Item this year and we should be able to come to a consensus so that
any proposed legislation may be acted upon. The answer we arrive at will be
especially important to the state program of education.,

1. Should we hold that the income tax fund be kept dedicated for schools?

a, If so, would you recommend a reduction jn the income tax which
would reduce the surplus?

bs sould you recommend that it be kept for education but that some
portion be used for other than elementary and secondary schools?

Would you be in favor of a constitutional amendment that would also

permit use of new capital accruing to the permenent trust fund rather

than only the income as now allowed?

Should we hold that the income tax be kept dedicated until such time

as all dedicated funds are released from dedication?

Should we hold that the income tax be kept dedicated until a change

in the taxz structure be effected in order that the education program

be insured?

OTHER OPINIONS

z. Ibide, pe 115.
o Jbid., pe 119,
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The following information within the dotted lines was prepared by Miss Grace
Dougherty, Statistician, Minnesota Department of Education,

STATE AID TO MINITMSOTA PUBLIC SCHOOLS

During 1949, Minnesota expended from State funds approximately 34 million
dollars for public schools. This is an increase of 100 per cent in the amount
provided for public education since 1940 by the State, although the State's
share of the total public school revenue is about the same for both years ——
30 per cent.

Sources of State Support
State support of public education is derived from two sources:
Endovment Fund
Income Tax School Fund

Endowment Fund - This fund consists of the income of the Permanent
School Fund and one-~half of the income of the Swamp Land Fund. These trust
funds were accumulated from the proceeds of the sale of lands granted by
the Federal government to the State for schools, and a certain percentage
of the occupational tax on the mining of iron ore and royalties on iron ore.
The principal of the Permanent School Fund now amounts to about $137,000,000
and the Swamp Land Fund, $17,000,000,

Income Tax School Fund -~ Since the enactment of the State income tax
in 1933, the proceeds of this tax have been earmarked for schools with a few
exceptions. TFunds from this source are used for the regular distribution of
income tax school aid provided by law and for the appropriations of the
Legislature for special state aid to schools and other educational appro-
priations.

Distribution of State Aid
Funds available from State sources for public schools are distributed in
the following menner:

1. Apportionment (Flat grant) - Distribution of the Endowment Fund annually to
the schools in session nine months on the basis of average daily attendance.
In 1949, this amounted to nearly $3,500,000 for 407,812 pupils in average
daily attendance at $8.50 per pupil.

2, Income Tax School Aid (Flat grant) - This aid is distributed annually at
the rate of $10 per child 6 to 15 and 16 years of age in attendance in
school, as reported on the school census. School districts received
$4,970,000 from this source in 1949,

Special State Aid to Schools -~ In 1947, the state aid system was revised,
reducing the number of aids from 41 to 22, revising the method of computing
the aid, and increasing the contribution of the state to public schools.
For the 1948-49 gchool year, $25,842,850 was appropriated by the Legisla~
ture as special state aid to schools. For the 1950-51 biennium, the
appropriation amounts to $79,572,400 for these aids, Distribution of these
funds is made for the following tyves of aids:

a. Basic Aid (Flat Grant) - Paid to all school districts which provide for
the instruction of their elementary and secondary pu»rils in classified
schools for at least nine months during the year, furnish free textbooks
and spend the minimum amount provided by the law for teachers! salaries.
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The aid is paid on the basis of an allowance per pupil unit in average
daily attendance (kindergarten pupils counting as one-quarter unit,
elementary as one unit and secondary as one andOne-half) less apportion-
ment and 510 per pupil enrolled. The allowance for the 1948-49 school
year was $50 per pupil unit, For the biennium beginning July 1, 1949,
the allowance is $56 per pupil unit and the deducation of 510 per pupil
enrolled has been eliminated.

bs Boualization Aid (Equalizing) - This aid is paid to districts which are
less able to furnish proper educational facilities as evidenced by an
assessed valuation in back of each pupil unit of less than $2,000 (32,300
per pupil unit for the biennium beginning July 1, 1949). The rate of
equalization aid per pupil unit increases as the valuation decreases.,
About one-third of the school districts in the state share in this aid,

Note:Tuition for the secondary pupils in districts not maintaining secondary
schools is paid by the county where the pupils reside to the high school
attended. Funds for the payment of tuition come from the basic and equali-
zation aid and apportionment received from the State and from the proceeds
of the county school tax levy spread on the property of districts not main-
taining secondary schools in the county.

c. Transportation (Special grant) ~ Reimbursement is made on the basis of
a fixed rate for transportation or board of pupils not to exceed the cost
in consolidated schools for isolated pupils, crippled children, nonresi-~
dent secondary pupils and closed~-school pupils.

Special Classes for Handicapped Children (Special grant) -~ Twenty-four

districts in the state are reimbursed for some form of services provided
for handicapved children, These include special classes for the blind,
deaf, crippled, subnormal and speech defectives. Two districts which
maintain summer classes for crippled children are also reimbursed from
state funds,

Vocational Aid (Special grant) - This aid is paid to school districts
maintaining special departments such as agriculture, general industrial
training, home economics, and commercial training. These funds are paid
on a2 matching basis for Federal vocational aid. The amount to be dis-
tributed in this form of aid has been increased to $750,000 for each year
of the next biennium,

Emergency Aid (Bqualizing) - Granted on the basis of need by the State
Board of Education. Districts make application and present facts sup-
porting their claims for additional funds to maintain school and the
State Board makes grants on the recommendation of a committee of the
State Department of Rducation.

Gross Farnings Aid (Equalizing) - Paid to eight school districts as
replacement of tax collections on property exempt from taxation under
the provisions of the gross earnings tax law. This law has now been
amended to place responsibility for distribution of the aid with the
State Auditor and certain revisions were made in the method of deter—
mining the tax replacement. XFunds to pay the aid are derived from the
Income Tax School Fund,
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h. (Special grant) Aid is also paid to 16 school districts for the mainte—
nance of teacher training departments and to the State Schools of Agri-
culture for tuition of nonresident secondary pupils. Provision for the
payment of tuition in these schools is now made directly in the appro-
priation for the University of Minnesota and distribution to the separate
schools is handled by that institution.

A uniform system of assessments is basic to equalization aid., While this item

is properly part of the economic study, it is so important to education that it
should be recognized here, The League worked for the enactment of the law in
19%7 which provides that a county supervisor of assessmentmay be appointed by the
board of county commissioners with the approval of the State Tax Commissioner.
Forty-five counties now have this plan which is intended to improve assessment
practices until the time when each county has a county assessor,

Forty-two counties have county assessors. This is the more efficient plan but
will take education before all counties adopt it. The State League office has
available a list of counties showing the plan now in use and 2 list of school
districts showing assessed valuations and changes from the year before.
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Laws relating to the Minnesota Public School System. (See Section 128.082 for
equalization 2id schedule,)

*Your League has been sent copies of this material either with this discussion
on education or with material on the state economic item,
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This is the second in a series of informational art-
icles on the major activities of state government
and, as in the previous article, a more detailed anal-
ysis ig given than in our annual bulletin on state
fiscal operations.

The University of Minnesota was chosen because
through its various functions and activities it af-
fects the life of every citizen in the state.

It iz the largest educational institution in the
state, enrolling more than half of all students who
are attending college in Minnesota. Its over-all in-
structional load in 1951 was more than 68,000, of
which 30,848 were collegiate students. There were
3,238 students from other states and 459 students
from foreign countries in 1951. It is the only institu-
tion in the state specializing in training for many
professions, and the only one in which the Ph. D.
degree is given.

Basie Functions

The basic functions of the University are teach-
ing, research and public service. It is doubtful if cit-
izens realize the extent of the public service activi-
ties and the volume of research work undertaken by
the University. Space in this report will permit us
only to highlight these activities. They include the
care of the sick in various University hospitals, and
the assistance given to farmers through research
and extension by the University Department of Ag-
riculture. Other service activities are the Geological
Survey, the valuation of iron ore for the State Tax
Department, the Institute of Child Welfare, the
University Radio Station, the Natural History Mus-
eum, the Municipal Reference Library, and the Art
Gallery. Research activities costing over five mil-
lion dollars affect the industrial and agricultural
development, as well as the health and general wel-
fare, not only of the citizens of this state but of peo-
ple everywhere. Much of the research is financed by
private gifts or Federal grants and is, therefore, not
a direct tax burden of the state.

It has over 7,300 employees on its payroll of whom
over 3,200 are academic staff members. Salaries and
wages for general, educational, and research pur-
poses amounted to almost twenty million dollars in
1951.

In 1951 total expenditures from all sources in-
cluding construction of new buildings were $43,-
417,082,

In addition to its campuses in Minneapolis and
St. Paul, it has instructional and research units at
Duluth, Rochester (Mayo Clinic), Cloquet, Castle
Danger, Grand Rapids, Itasca Park, Crookston, Mor-
ris, Excelsior, Waseca and Rosemount. As of June,
1951 it had over $76,000,000 invested in physical
plant.

ORGANIZATION OF THE UNIVERSITY

The University of Minnesota was established by
Chapter 3 of the Territorial Laws of 1851. This act
was recognized and perpetuated by Article 8, See-
tion 4, of the State Constitution of 1857.

The government of the University is vested in
a board of twelve regents, elected by the legislature
for terms of six years, four members being elected
each biennium. The Board meets approximately
fourteen times each year. The Regents receive no
salary but are eligible to receive travel expenses.
The chief executive officer of the University is the
Chancellor (or President) who is elected by the
Board of Regents and who serves as ex-officio pres-
ident of that board. All major appointments are
made by the board upon the recommendation of the
president.

President of the University

The President is the representative of the Board
of Regents. It is upon his recommendations that the
Board acts in preparing the biennial budget for the
legislature, and he presents the needs of the Univer-
sity to the legislature at the biennial legislative ses-
sion.

The President is the administrative leader of the
University. He acts as intermediary between the
Regents, the staff and the students. He is also the
spokesman for the University to the general public,
explaining its purposes, programs, problems and
needs. He is assisted by two vice-presidents.

The Board of Regents has the final authority in
matters of policy and budget-making, but the pres-
ident and faculty are responsible for carrying out
these policies.




The University Senate

The University Senate consists of all faculty
members holding the rank of associate or full pro-
fessor. This is the chief legislative body of the Uni-
versity’s internal affairs. It is presided over by the
president.

This group through its various standing commit-
tees studies the educational problems of the Uni-
versity, takes action on those that fall within its
Jurisdiction, and makes recommendations (through
thu_ president) to the Board regarding matters
which require the approval of the Board. The Ad-
ministrative Committee of the Senate, consisting of
deans and serving the president and other adminis-
trative officers, advises the president and acts for
the Senate on many matters.

Staff

In February 1950 the University had the full-time
equivalent of 4,152 civil service employees and 3,217
academic staff members, a total of 7,369.

The civil service staff of the University is under
a separate merit system provided for by rules of the
University. All civil service employees have a stand-
ard forty-hour week, and their salaries are required
by law to be in line with those of civil service em-
ployees of the state.

Enrollment

_ There were 68,354 individuals enrolled in the var-
ious colleges, schools and divisions of the University
in 1951, of which approximately half were collegiate
students. Similar figures for 1947 were 68,637. En-
rollments remained at approximately the same level
for 1947 and 1951 only because of large increases in
the sub-collegiate group and in short courses. In
1951 there were 18,549 enrollments in sub-collegiate
and short courses compared to 11,508 in 1947. The

major increase was in the agricultural short courses.
Enrollments in the General Extension Division were
19,086 in 1947, dropping to 16,868 in 1951. Enroll-
ments in extension classes were approximately 11,-
800 for both years but enrollments in the Center for
Continuation Study had an increase (4,407 five years
ago, 6,697 in 1951).

There has been a marked drop in collegiate enroll-
ments, namely 5,730 or 16 % in the five-year period
(36,5678 to 30,848). The Duluth branch was added to
the University by the Legislature in 1947 and had
1,828 students in 1951,

This large decrease in collegiate enrollments was
due primarily to the fact that the 1947 enroliment
which was at a record high of 36,678 included ap-
proximately sixteen thousand G. I. students. The
enrollment dropped to 34,131 in 1948, 35,935 in
1949, 35,174 in 1950, and then took a sizeable drop
to 30,848 in 1951.

Collegiate enrollments in the various schools in
1947 and 1951 are shown in the fable below.

The major losses in enrollment were in the
Science, Literature and Arts College with 6,251, or
48.4%, General College 1,084 or 40%, Institute of
Technology 3,992 or 60.6%, School of Business Ad-
ministration 949 or 47.7%, and Summer Session
2,753 or 18.3%. Inereases in enrollment occurred in
the College of Education (625 students) and in the
Graduate School (671 students). Percentagewise
the largest loss (78.9%) oceurred in the School of
Nursing (1,060 to 277). In light of the serious short-
age of trained nurses this is a disturbing situation.
This condition prompted the 1951 Legislature to

provide for free scholarships for student nurses.

Comparison With Other Universities

Beginning as a four-room preparatory school
while Minnesota was still a territory, the University
of Minnesota is now one of the largest of the state

COLLEGIATE ENROLLMENT
1947 and 1951

universities and attracts students from all parts of
the world. In a study by the U. S. Office of Educa-
tion the University of Minnesota was listed as hav-
ing the seventh largest enrollment of all universities
and colleges in the United States.

Public Administration Service of Chicago in a re-
port on public education in Minnesota made for the
Little Hoover Commission stated: “As compared
with other state universities, the University of Min-
nesota appears to be well organized. That it is func-
tioning effectively is evidenced by its collection and
retention of a distinguished faculty, by its note-
worthy research contributions, and by its teaching
and other service achievements.” *

CURRENT EXPENDITURES

The gross expenditures for the University
amounted to $43,417,082 for the fiscal year 1951.
This included $6,065,000 for plant expansion (fin-
anced largely from borrowing), $7,417,000 for the
service enterprises and revolving funds such as dor-
mitories, dining halls, book stores, candy counters,
ete., and $719,000 for fellowships, scholarships, and
prizes to students from gifts and endowment funds,
and expenditures from trust funds for specific non-
educational purposes. This report is concerned with
the remaining $29,216,000 which was spent for gen-
eral, educational, and research purposes. This por-
tion is of particular interest since most of this is
carried by taxpayers.

Five-Year Comparison

Expenditures for general, educational, and re-
search purposes increased 70.8% or $12,115,096
from 1947 to 1951 ($17,100,5381 to $29,215,627).

This increase was primarily due to inflationary
factors. It was not due to an increase in enrollment
as there was actually a decrease in enrollment of
5,700 during the five-year period. A drop in enroll-
ment does not necessarily mean a decline in costs
since such a decrease is scattered among the various
colleges, departments, and classes. If a class of fifty

Larger Proportion of Upper Classmen

A second factor accounting for larger expendi-
tures was a higher proportion of upper classmen,
larger enrollment in the professional schools, and
more graduate students in 1951, In 1947 only 36.5%
of the collegiate enrollments were upper classmen
and graduate students, while in 1951 this percent-
age was 61.0%. The high proportion of upper class-
men in 1951 was partially the result of the large
postwar veterans’ enrollment and partially the re-
sult of the transfer of students from other colleges,
where they had taken their first two years of basic
general education. Upper classmen and graduate
students take specialized subjects which require
teachers of higher ranks and salaries, more costly
equipment and smaller classes for individualized in-
struction.

Costs have inereased to a minor extent because of
an expansion in the instructional program, services,
and physical plant. These will be discussed later,

Expenditures by major purpose are shown in the
following Table. This is the classification used in
the annual finaneial report of the University.

A—ADMINISTRATION

Costs of administration in 1951 amounted to $1,-
250,000 ecompared with $798,000 in 1947. This was
an increase of 56.6%. Administration costs include
those of the offices of the President, Vice-Presidents,
Comptroller, Director of Civil Service Personnel,
Dean of Students and Dean of Admissions and Rec-
ords.

B—GENERAL OVERHEAD ACTIVITIES

Costs for General Overhead Services amounted to
$1,848,000 of the total expenditures in 1951. Com-
parable figures for 1947 were $1,146,000. The larg-
est items of expense in this group in 1951 were the
library ($538,000), bindery ($51,680), Museum of
Natural History ($32,932), staff insurance and re-
tirement ($236,000), the Bureau of Veterans’ Af-
airs *' ($99,000) the Department of Protection
and Investigation ** ($87,000), bulleting and annual
reports ($81,000), publications ($45,000), inter-cam-
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Included in this group of overhead agencies is a
Bureau of Institutional Research which devotes its
attention to educational problems and the develop-
ment of an outline of research for their systematic
study. It has made studies of student population and
of examinations, instruction, and state educational
problems, with a view to improving educational
techniques.

C—INSTRUCTION AND DEPARTMENTAL
RESEARCH

Costs of instruction and research amounted to
$18,680,043 in 1951. Similar costs were $11,520 900
in 1947. This was an inerease of $7,159,143 or 62. 1

Higher salaries due to inflation account for the
major portion of this increase. A minor part of the
increased cost of instruction is due to an expanded
educational program. The number of different
courses increased from 1,623 in 1947 to 2,135 in 1951
or 32%. Some of the courses were new: others re-
pr escntcd a return to the variety of courses offered
in special fields before the war which of necessity
were curtailed during the war.

Among the expansions and additions to the edueca-
tional and research activities since 1947 were the
program in American Studies, the Laboratory for
Research in Social Relations, Aeronautical Engin-
eering (Research at Rosemount), the School of Vet-
erinary Medicine, and Referred Ambulatory Service.

Following is a five-year comparison of expendi-
tures by the various branches.

General and Liberal Arts Program

The Liberal Arts program is composed of three
major colleges and also includes the School of Jour-
nalism, School for Social Work, and Library Instruc-
tion Division. Enrollment was 6,675 in 1951 and
approximately double that figure (12,926) in 1947.

The General College is provided for students who
are likely to attend the University for only a year
or two. The College of Science, Literature, and the
Arts provides two-and four-year programs in the

field of general and liberal education. A similar pro-
gram is available at the Duluth Branch, with special
emphasis on teacher training, and on pre-profession-
al training. This unit is an integral part of the Uni-
versity and expenditures were $900,358 in 1951, and
it adheres to standards of staffing and instruction
comparable to those prevailing in other University
departments where related courses are offered.

The University College administers individually
designed programs. This is a special division to serve
any student who discovers that his particular needs
cannot be met within any one college.

Special Public Services

These colleges render some public services such
as operating the University Theatre and Art Gal-
lery, and conducting the Geological Survey. Geologi-
cal factors within the state are investigated and
mapped with particular attention to such practical
matters as iron ore, manganese, feldspars, building
stone, limestone and marl, foundry sand, gravel,
ete., and sporadic occurrences of many other mater-
ials including oil and gas. Since 1947 aeromagnetic
work has been carried on in cooperation with the
U. S. Geological Survey.

A notable result of this division’s work has been
the discovery of nickel and copper near Ely. Since
copper is a scarce mineral this discovery is import-
ant to the national as well as the state economy.

The Institute of Technology

The Institute of Technology expended $1,990,724
in 1951 and enrolled 2,592 students. Comparable fig-
ures for 1947 were $1,393,004 and 6,584 respective-
ly. The Institute has suffered the largest reduction
in enrollment of any of the schools on the campus.

In addition to providing education in architecture,
civil, mechanical, chemical, electrical, mines and
metallurgy, and aeronautical engineering, the Insti-
tute assists individuals or organizations in the util-
zation of minerals found in this state, and also does
research in fields relating to the processing and util-
ization of minerals.

CURRENT EXPENDITURES FOR
INSTRUCTION AND DEPARTMENTAL

Special Service

A special service for the Minnesota State Tax
Commission is provided by the School of Mines and
Metallurgy of this Institute in checking and estim-
ating the tonnage and grade of reserve ore in the
state. These factors are used as a basis of valuation
for ad valorem tax purposes. This service has been
provided since 1909,

The School of Business Administration

The School of Business Administration provides
general courses in business and accounting, adver-
tising, merchandising, and other business special-
ties. It also offers courses in economics for its own
students and for students from other colleges. En-
rollment of students was 1,042 in 1951 and expendi-
tures were $408,277, Similar figures for 1947 were
1,991 and $268,320.

University Depariment of Agriculture

The University Department of Agriculture in-
cludes the College of Agriculture, Forestry, Home
Economies, and Veterinary Medicine, the Agricul-
tural Extension Service, the Agricultural Experi-
ment Station, Agricultural schools and experiment
stations. The total cost of the Department in 1947

was $2,829,268 which increased to $4,712,011 in 1951.
O\ er half the cost of the Department of Agriculture
is for the Agricultural schools and experiment sta-
tions and for agricultural extension work, In addition
to the agricultural experiment station at University
Farm in St. Paul and its extension at Rosemount,
there are branch stations at Duluth, Waseca, Grand
Rapids, Crookston, Morris and Excelsior where re-
search and development work in agriculture is car-
ried on. Vocational training in sub-collegiate classes
in agriculture, home economics, and related subjects
is given at the four agricultural schools at St. Paul,
Crookston, Morris, and Grand Rapids. Enrollment in
these four schools in 1951 numbered 1,046 and ex-
penditures amounted to $782,488. A new school is
planned at Waseca. There was also an enrollment of
16,940 in short courses offered for adults at Crook-
ston, Morris, Grand Rapids, and St. Paul. There

Organization of Agricultural Extension Service

The agricultural extension service is divided into
two sections—the state staff and the county staff.
The state extension office is responsible for the ad-
ministration of the service, the subject matter
taught, and gives assistance to the county staff in
making their county programs most effective. Coun-
ty agricultural agents, county home demonstration
agents, and county 4-H club agents usually have
their offices at the county seat.

The College of Agriculture, Forestry, Home Econ-
omics, and Veterinary Medicine

This college offers work in a wide range of sub-
ject areas such as animal husbandry, dairy hus-
bandry, agronomy, agricultural economies, agricul-
tural engineering, bio-chemistry, entomology, for-
estry, home economics, horticulture, plant patholo-
gy, poultry, soils, ete. Attention is concentrated on
both the theoretical and applied aspects of such sub-
jeets as food technology, fish and wildlife manage-
ment, agricultural education, agricultural business
administration, forest management, and home econ-
omics, Enrollment in this college was 2,207 in 1947,
and 1,985 in 1951.

The School of Veterinary Medicine was established
in 1947 for the purpose of training veterinarians.
This was necessary as Minnesota students were de-
nied admittance to such gchools in neighboring states
and research in the field of veterinary medicine is
important to the health and welfare of both the ani-
mal and human population of the state.

PROFESSIONAL COLLEGES

The Law School, College of Medical Sciences,
School of Dentistry, College of Pharmacy, and Col-
lege of Education comprise the professional schools.
Law School

Enrollment in the Law School dropped from 779
in 1947 to 492 in 1951. Classes in this school had
been too large, so the drop in enrollment meant a
return to classes more suitable for teaching in this
auhiec{ matter field. The law library continues to be
one of the outstanding law book collections in the
United States.

The College of Eduecation
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College of Medical Sciences

The College provides instruction in medicine and
in a number of special fields including public health,
medical technology, nursing, hospital administra-
tion, and physical and occupational therapy. Enroll-
ment in the Medical School and its related schools
and courses dropped from 1947 to 1951, but the ma-
jor loss occurred in the School of Nursing.

School of Hospital Administration

The School of Hospital Administration should be
mentioned as it is one of ten in the nation giving
a course in hospital administration. It includes a
two-year course of which the first year is instruction
at the University, the second year in administrative
residence in a suitable hospital. Originally this
course was subsidized by the Kelloge Foundation.
Graduates of this school are helping to meet the
urgent need for business management in private
and public hospitals. Approximately twenty stud-
ents are enrolled,

Mental Hygiene Service

Special attention has been given to training nurses
for mental hygiene service. There is an urgent need
for such nurses due to the recently expanded mental
health program in our state institutions. The train-
ing program for nurses with some supervisory pub-
lic health experience covers 156 months. It is one of
three such courses in the United States subsidized
by the U. S. Public Health Service.

School of Public Health

There is an acute shortage in public health per-
soanel throughout the United States. The number
of applicants in the School of Public Health has ex-
ceeded the facilities of the school in recent years.

Special Activities

All departments and divisions of the College of
Medical Sciences have teaching and research fune-
tions but in addition they provide expert and highly
specialized care to thousands of citizens who are pa-
tients of the University hospitals. This college also
performs an invaluable service in providing the
means for physicians, nurses, and other health
workers to keep abreast of scientific developments
and improved techniques in their various fields. In
its School of Public Health research is conducted in
relation to the control of communicable diseases,
sanitation, and psychological hygiene. It renders
consultation service to the State Board of Health and
to local health agencies. Research work in this
school was of great value in planning the postwar
feeding of the people of western Europe.

Schools of Dentistry and Pharmacy

The School of Dentistry and the School of Phar-
macy have separate status. Expenditures for the
School of Dentistry were $323,320 in 1951. Enroll-
ment increased from 283 in 1947 to 350 in 1951. The
School of Pharmacy spent $102,830 in 1951 and its
enrollment increased shightly (410 to 423) in the
five-year period.

UNIVERSITY HOSPITALS

The University has a number of special hospitals
under its control. The extent of the services per-
formed is fairly well measured by the size of the
expenditures which were $3,356,520 in 1951.

The University of Minnesota General Hospital was
established to furnish a medium at the University
for training medical students in clinical medicine,
and also as an economical means for the state to
care for its indigent sick especially from the smaller
counties.

Elliot Memorial Hospital, a general hospital of
200 beds, was erected in 1911. Todd Hospital for the
care of ear, eye, nose, and throat cases was opened
in 1924. The Citizens Aid Society of Minneapolis con-
tributed funds for the establishment of a cancer
institute. Another unit was added to the hospital
later which includes the Eustis hospital for children,
the Health Service for students, a unit for women,
and an out-patient department. A psychiatric unit
was provided by the legislature in 1937.

New Heart Hospital

The Variety Club Heart Hospital was opened in
1951. This unit provides for 80 patients—40 ped-
iatric service and 40 on adult service—an out-patient
department and a large group of clinical and re-
search laboratories. This unit was provided through
the generosity of the Variety Club of the Northwest
and a grant from the U. S. Public Health Service un-
der the Hiss-Burton Construction Act and through
the National Heart Foundation, It is the only hospi-
tal in the nation devoted exclusively to the study and
treatment of heart ailments.

Mayo Memorial Hospital Under Construction

The Mayo Memorial Hospital, when ecompleted,
will increase the capacity of the University by 175
hospital beds, new facilities for the out-patient de-
partment, operating rooms, laboratories, x-ray, ete.
The addition of these units will give the University
hospitals a total bed complement of 705. The cost of
this building will be approximately $12,200,000, of
which $7,000,000 was appropriated by the legisla-
ture, $3,100,000 was from federal funds, $2,000,0000
was from gifts, and $70,000 from University Service
Enterprises.

Source of Patients

It is required that each patient be referred for ad-
mission to the Hospitals by his physician or by a
physician in his local community. This rule avoids
the criticism that the Hospitals or their clinics are
taking patients away from private practitioners.

Patients are classified according to their ability
to pay and charged accordingly. Most of the patients
are from the various counties and cannot afford to
pay. Their expenses are shared equally by the coun-
ty and the state government.

GRADUATE SCHOOL

Enrollment in the Graduate School inereased from
3,695 in 1947 to 4,366 in 1951. Postwar veterans’ en-
rollment is a factor in the larger enrollment in this
school.' All work toward graduate degrees is admin-
istered in this school. The school also includes the
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Hormel Institute, Dight Institute, the Minnesota In-
stitute of Research and other research centers. Ex-
penditures amounted to $771,870 in 1951.

The teaching staff consists of more than 1,000
full and associate members from the faculties of the
various undergraduate and professional colleges and
divisions of the University.

The Mayo Foundation at Rochester is affiliated
with the Graduate School and cooperates in its
training of graduate students. The graduate school
faculty is also responsible for the administration of
approximately 1,800 graduate fellowships and as-
sistantships.

In 1950 there were 1,661 Master’s degrees and 302
Ph. D. degrees granted, The largest number of Ph.
D’s were in the physical sciences, then (in order of
number granted) in agriculture, education, medi-
cine, and social sciences; the most Master’s degrees
were granted in education, social sciences, physical
sciences, and medicine.

Training in Public Administration

The Public Administration Center, a unit of the
Department of Political Science, conducts graduate
training and research in public administration and
maintains a valuable reference library. Approxi-
mately 70 per cent of 155 former students of the
training program are in government employment—
national, state, or local. The director of the Center
served as chairman of the Minnesota Constitutional
Commission in 1947-48 and as a member of the Lit-
tle Hoover Commission in 1949-50. An alumnus of
the training program also served as the executive
director of the latter Commission.

SUMMER SESSION

There was a decrease in enrollment in the Sum-
mer Session from 1947 (15,022) to (12,269) students
in 1951. Courses are offered in ten colleges of the
University. This school was originally intended as
a training school for teachers but it has developed
into a fourth quarter of instruction with two terms
of five and a half weeks each.

The staff is paid mainly out of tuition fees col-
lected from summer session students, and teaching
expenses are paid from course and laboratory fees
collected from the students. Expenditures for 1951
were $622,030.

THE INSTITUTE OF CHILD WELFARE

The Institute of Child Welfare has the three-fold
purpose of conducting scientific research on the de-
velopment of children, instructing students and pro-
fessional workers, and giving instruction and guid-
ance to parents and others responsible for children.

The Institute offers undergraduate and graduate
courses in child development, the education of young
children, and parent education. It runs a nursery
school and kindergarten, and a first and second
grade for demonstration teaching and child study.

The Institute maintains a Parent Consultation
Service to which parents bring children with adjust-
‘ment problems.

DEPARTMENT OF DEFENSE

The Department of Defense consists of the Army
ROTC, Navy ROTC, and Air Force ROTC. They pro-
vide theoretical and practical instruction in techni-
cal subjects necessary for officers in the army, air
force, navy, and marine corps reserve,

Financial support of these departments is derived
from the University and the Departments of the
Army, Navy, and Air Force. Expenditures from Uni-
versity funds were $12,457 in 1951.

PHYSICAL EDUCATION DEPARTMENT

The Physical Education Department conducts
classes in physical education (theory and activities)
for the various colleges of the University, and oper-
ates the inter-collegiate athletic program. It pro-
vides a teacher training program in physical educa-
tion, coaching, and recreation on both the under-
graduate and graduate levels. It provides assistance
throughout the state in community recreation, ath-
letics and physical education. It also provides activ-
ities and recreation for faculty and employees. Ex-
penditures were $542,700 in 1951.

D—EXTENSION SERVICE

Most state universities including Minnesota place
a great deal of emphasis on educational extension
work. The extension service expenditures at Minne-
sota amounted to $921,325 in 1951. This does not in-
clude agricultural extension which is handled in the
University Department of Agriculture. This service
is financed entirely by fees charged for the courses
taken.

Correspondence Courses

This service offers opportunities to study by cor-
respondence to those who live at a distance from the
urban centers. Two hundred and eighty courses at
the high school and college level are offered. There
were 4,500 enrollments in these correspondence
courses in 1951.

Extension Classes

In addition, late afternoon and evening classes for
adults (eonducted largely by persons who also teach
regular day classes at the University) are offered in
the Twin Cities and in other Minnesota communities.
Over eleven thousand persons were enrolled in these
classes in 1951. These courses enable people who are
occupied during the day to work toward a baccal-
aureate degree and to continue their personal and
vocational development.

Continuation Center

Another phase of extension activities is provided
by the Center for Continuation Study. This Center
conducts short institutes ranging in length from two
days to several weeks and serves varied groups such
as doctors of medicine, surgeons, dentists, lawyers,
engineers, bankers, teachers, municipal officials, ete.
There has been a great demand for these short in-
stitutes, and schedules are filled months in advance.
In 1951 there were 6,697 adult students enrolled.




Special Services

In addition to these activities the Extension Divi-
sion provides a number of special services such as
concerts, lectures, and assembly programs, and
maintains a play library. Through its radio station
KUOM and KUOM-FM it brings the Minnesota Uni-
versity of the Air, the Minnesota School of the Air,
and musical and other educational programs to the
people of the state. It provides sound motion pictures
and slides to groups and individuals through the
Audio-Visual Extension Service. The Municipal Ref-
erence Bureau and the League of Minnesota Munici-
palities cooperate in the study of city and village
affairs. Its State Organization Service, including the
World Affairs Center, provides timely information
on international and domestic affairs, and serves as
a secretariat for various eivic organizations inter-
ested in these matters.

E—PHYSICAL PLANT OPERATION

Operating the physical plant of the University re-
quired $2,809,117 in 1951. Five years earlier $1,628,-
298 was required. This increase of over $1,000,000
can be accounted for by inflation and the mainten-
ance of an enlarged physiecal plant. The new building
program is discussed at greater length in the final
gection of this report. The detailed expenditures for
physical plant operation in 1951 were as follows:

FOR PHYSICAL PLANT OPERATION AND
MAINTENANCE

1947 1951
Minneapolis Campus ...... $1,280,794 $2,100,190
St. Paul Cdmpu‘% N S e 343,414 521,747
University Airport ... 4,090 1,278
Rosemount Research Center S 185,902
Total P14 e s e e = e 628298 $2,809,117

F—RESEARCH ACTIVITIES

Research work at the University is now a major
activity., Expenditures from endowment, gifts, and
federal grants were $3,530,000 or 12.1% of the total
general, educational, and research expenditures in
1951, A great deal of research work especially in
agriculture is performed by regular staff and is not
charged to this account. The five-year increase
amounted to $2,145,000 or 154.9%. Legislative ap-
propriations account for approximately one-third of
the funds for research. The other two-thirds come
from the federal government and from private
foundations and industries.

Distribution By Schools

The expenditures from these funds for research
by schools for 1951 were as follows:

Gifts and
Endowed Federal Grants
Science, Literature & Arts ....$ 3,323 $ 706,888
Medical School ... i s 07,808 1,289,066
Graduate School : ; oo 8D,164 233,298
Unassigned N, I 973 10,858
Institute of Teuhm)loby i 960,232
Agriculture, ete. : e 204,653
School of Dentistry ......... ... 5,660
College of Pharmaey .......... 2,925
Summer Session ......... ¢ 16,803
School of Business

Administeation .. ..o 8,142

$96,813 $3,433,6256

It is of interest to note from the table that the
largest amount, approximately $1,300,000, was spent
by the Medical School. Medical Research studies are
extensive, including cancer, heart disease, infantile
paralysis, rheumatic fever, high blood pressure,
brucellosis, epilepsy, nutrition, ete. Support of this
research from other than University sources
amounted to over one million dollars, including
grants from various societies, foundations, and in-
dividuals, from the Army and Navy, from United
States Public Health Service, and from the Life In-
surance Research Fund.

Approximately one million dollars of research
work was done by the Institute of Technology. A
major result of years of research by the engineering
experts of the University and the iron mining in-
dustry is the new taconite processing plants which
are in northern Minnesota. These projects in tacon-
ite mining come at a time when Minnesota's high
grade iron ore is running out. It has been estimated
that the three taconite plants may produce 20 mil-
lion tons of beneficiated taconite annually by 1960
and more than 40 million tons by 1970. Geologists
estimate over five billion tons of taconite are in
open pits.

Research work in the Institute also includes aer-
onautical research work at Rosemount. A large vol-
ume of work is being done for the Federal Atomie
Energy Commission, the Army, Navy, and Air
Force. The exaet nature of this research is not
known for security reasons. Many projects are for
private industry. This is carried on at no cost to the
general taxpayers of the state.

The largest single research project in the College
of Science, Literature and the Arts was for the Fed-
eral Atomic Energy Commission for the construc-
tion of a linear accelerator. Two other special pro-
jects are worthy of mention. A project was set up
in 1946 for the purpose of deseribing and studyng
the operative relations among national, state, and
local governments. This is financed primarily by the
Rockefeller Foundation. Secondly, a project on the
nature and development of social responsibility is
under way and is largely financed by the Carnegie
Corporation, This should expand our knowledge of
group behavior.

The School of Business Administration has special
research projects for improving industrial labor-
management relations and for a study of capital
formation.

The research projects in the field of agriculture
are extensive. Studies are under way in nutrition,
animal diseases, soil improvement, dry milk, alfalfa,
blue cheese, frost resistant plants, farm manage-
ment, diseases of turkeys, cornstarch, potatoes,
flour, poultry rations, plant nutrition, and many
other subjects.

The solving of problems affecting the economic,
social and political life, and general well-being of
the State and its citizens is an important part of the
University’s work. It serves as an evidence of the
competence of the University staff. The research
program has also been of value in attracting and re-
taining the services of outstanding professors. Ac-
cording to a study made some years ago, three-fifths
of all full-time academic staff members of the Uni-
versity were working on one or more research pro-
jects, devoting an average of twelve hours a week
to such an activity.

G—EXPENDITURES FOR OTHER PURPOSES

Expenditures for other purposes (item 7 on Table
IT1) cost $177,316 in 1951, These expenditures in-
clude services provided by the student health ser-
vice ($11,728), audio-visual education service ($61,-
553), analog computing center ($31,790), and minor
items such as photographic laboratory, parking lots,
recreation field, post-office, theatre, airport, univer-
sity band, ete.

FINANCING THE UNIVERSITY

The University receives money for its operation
from a number of sources. The total current income
in fiseal 1951 amounted to $38,149,793. There was
actually $41,828,809 available for expenditures. The
additional amount was largely from balances carried
over for construction projects which were financed
by state borrowing, Service enterprises and revolv-
ing funds provided $7,736,697 and Trust Funds pro-
vided $768,697, leaving $29,644,498 which is of
gpecial interest to taxpayers. The service enter-
prises and trust funds are self-sustaining. Receipts
from the first source are from revolving or working
capital funds and receipts therefrom are used for
the support of the dormitories, dining halls, and
service enterprises from which they were earned.
The income of $790,000 from the Trust Funds is
used for the purposes specified in the endowments.

CURRENT INCOME
FOR GENERAL, EDUCATIONAL, AND
RESEARCH PURPOSES

Current income for general, educational, and re-
search purposes which concerns taxpayers amounted
to $29,644,000 in 1951. This income was derived
from the following sources:

Percent
1947 1951 of

Amount Amount Change

Student Fees $ 4,970,566 § 3,749,836 -24.6

State Appropriations 6,535,014 15,055,631 I;: 8

Federal Aid ; 963,844 1,272,864 32.1

Income from Endowments 755,952 963,581 27.6
Gifts & Grants from

Private Sources cewewn 1888098 3,876,406 111.5
Receipts from Sales

and Services s rh029:980 3,937,952 56.0

Athletic Receipts NN 566,003 788,326 29.3

$17,946,407 $29,644,408  65.2

There has been an increase of $11,698,091 or
65.2% in the five-year period, The major change oc-
curred in State appropriations which increased $8,-
722,517 or 137.8%. Such appropriations are carrying
50% of the financial load.

Student fees dropped 24.6% during the five-year
period, being $4,970,5666 in 1947 and $3,749,836 in
1951. Of this 1951 total, $3,137,000 were collegiate
fees *', $120,000 were non-collegiate fees, and $493,-
000 were fees paid to the Extension Division.

This decrease in fees of $1,200,000 was not due

*1 According to a study of tuition fees at state universities made by the
Minnesotz Legislative Research Committee, the University of Minnesota
charges resident students relatively more and non-resident students rela-
tively less than do other comparable state colleges and universities in the
Midwest. However, in terms of actual = nis charged, Minnesota f{s
usually close to the middle value for Michigan, Illinecis, Indiana, Iowa,
Nebraska, Ohio, and Wisconsin.

entirely to a decline in the collegiate enrollment. The
decrease was greater because of the decline in vet-
eran enrollment. The Federal Veterans Administra-
tion paid non-resident rates for veterans, and non-
resident tuition rates in general were almost twice
the resident rate. There were approximately 16,000
veterans enrolled in the fall quarter of 1947, but
only 6,700 in the fall quarter of 1950.

In order to maintain the standard of education, it
was necessary to replace this loss of revenue from
other sources, and the main source of replacement
was state legislative appropriations.

State Appropriations

State legislative appropriations to the University
in fiscal 1951 amounted to $15,056,000 for general,
educational, and research purposes,.

In 1951 the amount for maintenance and opera-
tion included a standing appropriation of $273,000
from a levy of .23 mill on general property thwugh—
out the state and $12,201,000 from general appro-
priations. These two appropriations were supple-
mented by twenty-one other appropriations for re-
search and special purposes. The larger items were
$179,835 for a psychopathic hospital, $1,519,990 for
the University hospital, $90,000 for agricultural re-
search at Rosemount, $75,000 for low grade iron
ores, $30,000 for natural and human resources re-
search, $60,000 for medical research, $87,500 for ag-
ricultural extension, $150,000 for county agents,
$40,000 for home demonstration and 4-H eclub work,
and smaller amounts for soils survey, dairy manu-
facturing, hybrid corn, brucellosis, crop breeding,
potato research, ete.

Federal Aids

The University received $1,272,864 in federal aids
in 1951 and $963,844 in 1947. There were fourteen
federal grants. Most of them were for agricultural
extension activities and agricultural experiment sta-
tions. These moneys must be used for the purpose
specified.

Income From Endowments

Income from endowments consists of the interest
and earnings from trust fund investments. Endow-
ment income provided $963,581 in 1951.

The Land Grant Endowment (or Permanent Uni-
versity Fund) and the Swamp Land Fund are funds
originated by land grants under Act of Congress.
The state legislature further provided that 10% of
the iron ore occupational tax would be paid to the
permanent University fund. The University received
$632,000 from this fund in 1951. As of June 30, 1951
the Permanent University fund amounted to $27,-
638,559

The University receives a portion of the Swamp
Land Fund earnings which amounted to $96,000 in
1951.

Income from other endowments amounted to
236,000 in 1951 and represents the earnings of ap-
p;rmma*el\ fifty trust funds, and an endowment

of almost six and a half million dollars.




Gifts and Grants

:ifts from private sources and federal grants
amounted to $3,876,000 in 1951. This is a far larger
figure than $1,833,000 in 1947. Most of this increase
of $2,043,000 was due to greater use of the Univer-
sity staff by the federal government for military and
atomic research. This is a temporary condition. A
portion of these funds are given by individuals, by
private foundations, by corporations, and by societ-
ies such as the American Society of Agricultural
Engineers, and the American Cancer Society, ete. In
addition, special grants are made by branches of the
U. S. Government such as the U. 8. Public Health
Service and the U. S. Army and Corps of Engineers.

Receipts From Sales And Services

Receipts from sales and services amounted to $3,-
938,000 in 1951. These receipts represent the earn-
ings of the University hospitals, laboratory fees,
miscellaneous departmental receipts, ete., which
may be used for general, educational, and research
purposes,

These receipts represent the earnings of the Uni-
versity hospitals, laboratory fees, miscellaneous de-
partmental receipts, etc.,. which may be used for
general, educational, and research purposes.

Athletic Receipts

Athletic receipts amounted to $788,000 in 1951
and $566,000 in 1947. Over half of the 1951 income
($454,217) was derived from receipts of football
games. These receipts support not only the collegiate
athleties but virtually the entire physical education
program as well,

PHYSICAL PLANT

The physical plant of the University was valued
at $76,353,000 as of June 30, 1951. This amount was
distributed as follows:

Lands and Bulldings . .«.icenveseains- $563,616,000
Other Permanent Improvements ...... 2,153,000
BUWIDNIORE, 2 ook e miriione ~ousioiessis muasssssiaia s 13,052,000
Specimens and Collections ............ 1,005,000
Library and Reference Books ......... 6,291,000
Livestock ......oveveneconnrannnonns 236,000

Land and buildings on the Minneapolis eampus
were valued at approximately $41,238,000; on the
St. Paul campus at approximately $6,328,000.

The Livestock Sanitary Board and State High-
way Department, both have laboratories on the cam-
pus. The Health Department also has a building,
which is maintained by the University, on the
campus.

New Buildings

Among the more important additions to the Min-
neapolis campus since 1947 were Centennial Hall
(men’s dormitory) $2,994,227, the Chemical Engin-
eering Building $1,121,714, the Variety Club Heart
Hospital $1,229,744, Johnston Hall $977,340 (under
construction in 1951), Ford Hall $883,898, and the
Mayo Memorial Hospital $932,509 (under construc-
tion), the Health Service Addition $811,334, the
Physics Additions $332,440, and a Science building
($721,5665) at Duluth. On the St. Paul campus one
of the major additions was the Veterinary Clinic at
a cost of $705,615.

The Mayo Memorial Hospital when complete will
cost $12,200,000.

A part of the physical plant was financed by gifts
such as the Coffman Memorial Union, Northrop Aud-
itorium, Heart Hospital, and a portion of the Mayo
Memorial Hospital. In other words, the physical
plant was not financed entirely by tax funds.
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ADDITIONAL FACTS

1) The state sets standards for schools regardless of the U Women
amount of its financial support. A combination of nivers; ty

local and state support of schools divides the tax | The A B c,s ‘fo*-“qc. ton A ‘eSota
= ‘t’° te S

load between property taxes (local) and other than 1315']...‘3 ol 5 E,
property taxes (state). Poiis |4,

"/ot :
ers of M;
- ’ i nnp:;o '

2) The average per pupil unit maintenance cost of
education in the state for 1952-53 for graded ele-
mentary and high schools was $190; for 1952-53
it ran from $140 to $312; and for ungraded schools
in 1951-52 from $81 to $954.

In other words, the highest per pupil costs are in
the one-room schools where the number of pupils

per teacher is low and where educational services Whu' They Al'e
are limited. Attempts are being made to cut down
the number of one-room schools. They have been

reduced from 5,676 in 1943 to 3,199 in 1953. How "Iey Al‘e Fill(ll‘l(&d

The number of school districts has been reduced

f 7,606 in 1947 to 5,298 in 1953 through con-
s::]):llation a:(; reorgacr):ization.m e U How They Are DiS"ibU'Ed
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(Minnesota)

Public Education in Minnesota is a primary respon-
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OFFICERS AND EXECUTIVE BOARD sibility of the State.

Chairman—Mzs. H. K. Painter, 4817 Fremont Ave. S., Minneapolis “the stability of a republican form of government
Vice-Chairman—Pavr W. Mizrke, 181 W. 4th St., St. Paul v depending mainiy upon the intelligence of the
Secretary-Treasurer—Mges. Frep Pavr, 864 Sherwood Ave., St. Paul people, it shall be the duty of the I.egislature to
establish a general and uniform system of public

H. K. BLumM, Wadena L. O. Jacos, Anoka =
schools.
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