A new direction is needed to
solve Minnesota’s fiscal crisis

Local governments running
on fumes

Cities, schools and counties have done their
best to cope with aid cuts made during the
state’s last budget crisis, but they are now
down to running on fumes. Despite cities’ best
efforts, the 2003 decision to shift Minnesota’s
fiscal problems on to local units of government
has proven to be a losing proposition for local
property taxpayers. In a nutshell, citizens
have had to deal with reduced services and
delayed infrastructure needs while being asked
to provide more in property tax dollars. As
Chart A demonstrates, cities, schools and
counties still haven’t recovered from cuts.

Property tax increases driven
by aid cuts

Property taxes have increased over 19%
since 2002, but this has been due to aid cuts,
not to excessive spending by local units of
government. The rise in property taxes did
not even begin to keep pace with the aid cuts,
which meant that, on the local level, revenues
declined at the same time as spending was
reduced, as shown in Chart B.

Despite cities’ best efforts, the 2003 decision to shift SOy
Minnesota’s fiscal problems on to local units of government has

proven to be a los ing propos 1t10M for local property taxpayers.

Schools Counties Cities

0.0%

-5.0% ——— ——

-10.0% —— ——

150% 13.4% _

-20.0%

-25.0% ——

-30.0%

° -29.1%
35.0% -31.2%

Change in state aid from 2002 to 2008 in constant dollars per capita/pupil

Chart A: State aid to local governments has been cut dramatically since 2002.
Source: “The ‘Why’ Behind Homestead Property Tax Increases,” MIN 2020, Feff Van Wychen
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Chart B: Change in real per capita/per pupil school, city, and county revenue from FY 2003.
to FY 2008. Source: “Government Revenues Decline,” MIN 2020, Feff Van Wychen
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We must take a lesson from the past and work Chart D: LGA program still §157 below its 2003 level, despite 2010/2011 increases.

together to develop a fair, stable and sustainable
revenue system for Minnesota. In order to do
this, all levels of government—the state, counties, cities and school
districts—need to partner together to address the state’s economic
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