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About the Coalition of Greater Minnesota Cities
The Coalition of Greater Minnesota Cities (CGMC) is a non-profit, non-partisan advocacy organization  
comprised of 88 cities located outside of the Twin Cities metropolitan area. For more than 30 years, the 
CGMC has united Greater Minnesota cities with similar concerns.

The purpose of this background information is to help candidates become more familiar with issues affecting 
Greater Minnesota communities. This information is available to any candidate of any political party.

Our Mission
CGMC member cities are dedicated to a strong Greater Minnesota. Our mission is to develop viable, thriving 
communities for businesses and families through strong economic growth and good local government. The 
CGMC works on the following issues on behalf of its members:  

• Local Government Aid and Property Taxes
• Economic Development
• Annexation and Land Use
• Environment and Energy
• Transportation

Questions? Contact Us!
CGMC      Phone:  651-225-8840 
c/o 525 Park Street    Fax: 651-225-9088 
Suite 470     Email:  cgmc_communications@flaherty-hood.com 
St. Paul, MN 55103    Web:  www.greatermncities.org

Elections 2016:
Greater Minnesota’s Top Issues
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CGMC Issues at a Glance

Local Goverment Aid (LGA) - LGA is an critical program that provides state funding for cities so they 
can provide services at a reasonable tax rate. In 2015 and 2016, the CGMC supported the Senate’s proposal 
to restore LGA to its 2002 level (an increase of $45.5 million), and opposed the House proposal to cut $85 
million in LGA from the cities of Minneapolis, St. Paul and Duluth while providing no additional program 
funding for other cities. The House’s approach would have de-stabilized the LGA program, endangering its 
long-term viability. Visit greatermncities.org/2016-lga-proposals/ to see how much LGA funding cities in 
your district receive.

Economic Development - Greater Minnesota cities need good state policies and funding to help 
their local economies grow. The CGMC supports the creation of a workforce housing tax credit (which 
was contained in the 2015-16 Senate tax bill) to attract private investment to alleviate the shortage of 
middle-income housing in many Greater Minnesota cities, the Greater Minnesota Business Development 
Public Infrastructure (BDPI) Grant Program to help cities provide public infrastructure needed for private 
business development, funding from the state to provide all Greater Minnesota residents and businesses 
with world-class broadband service, and the Job Training Incentive Program to help businesses train new 
workers to fill positions that are currently available. 

Transportation - The Legislature and Governor agree that $600 million a year is needed to address the 
needs of the state’s highway and road system over the next 20 years. However, they have not been able 
to agree on a transportation funding package for the last two years. The CGMC believes the state cannot 
fund this $600-million-a-year need without revenue increases (gas tax and tab fees). We also believe that 
a comprehensive transportation packet cannot pass without a mechanism for funding transit. Further, 
the CGMC insists that any transportation package must include significant funding for the Corridors of 
Commerce program and city streets. 

Environment & Energy - Cities across Greater Minnesota are facing huge costs to comply with new 
water-quality regulations and upgrade aging infrastructure. In 2016, the Governor proposed increasing 
funding and making improvements to the state’s grant and loan programs to help cities meet this need. His 
proposal had strong bipartisan support and was included in the final bonding bill; however, the bonding bill 
ultimately failed to pass. The CGMC supports funding to meet the needs of upgrading cities’ water systems. 
In addition, the CGMC supports the push for regulatory reform to ensure that regulations are based on 
sound science, are cost-effective and achieve environmental benefits.

Annexation & Land Use - The CGMC supports land use policy that provides for urban development in 
cities and preserves agriculture and open spaces in townships. The CGMC believes good annexation/land 
use policies reduce water pollution and hold the line on infrastructure costs. 
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Local Government Aid
Local Government Aid (LGA) helps create property tax fairness and ensure all Minnesotans have the city 
services necessary for a good quality of life. Created as part of the Minnesota Miracle of 1971, LGA helps 
cities provide much-needed services, regardless of their particular property wealth.

The CGMC focuses on strengthening the LGA program. A well-funded LGA program ensures that cities 
across the state provide services at a reasonable tax rate. Recently, the CGMC has sought to restore cuts 
to the LGA program made in the past decade and protect the 90% of cities that receive LGA from future 
inflationary costs through a yearly formula adjustment. The current LGA appropriation is $45.5 million less 
than 2002 ($519 million for 2017).

How Does LGA Work?

LGA Formula

The LGA program is unique in that it delivers funding to a city based on a statistical measure of its need 
versus its ability to pay. Few other government programs offer this level of sophistication or targeted 
funding.

Over time, statistical analysis showed that the LGA formula less accurately reflected actual city funding 
needs. Therefore, in 2013 the Legislature and city organizations such as CGMC, League of Minnesota Cities 
and Metro Cities worked together to reform the LGA formula. According to statistical analysis, the new 
formula better reflects city funding needs, while making the formula more simple and predictable. 

How is LGA Calculated?

The LGA formula is an objective formula, using various “need” factors that are proxies for the age of a city’s 
infrastructure, its level of service need, and how many residents and workers it serves day-to-day. Its need 
is compared to its property wealth or ability to pay. The city’s LGA is then scaled to the LGA appropriation. 
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LGA Funding

LGA funding has decreased over the last decade. In 2002, the program was funded at $565 million per year. 
Over the course of a decade, cities faced substantial cuts in funding, which resulted in higher property 
taxes and fewer services. In 2013, the Legislature restored just over half of the cuts. 

Greater Minnesota continues to receive the most LGA:

Go to greatermncities.org/2016-lga-proposals/ to see each city’s 2017 LGA funding, as well how that funding 
would have changed under House, Senate and Tax Conference Committee proposals offered in the 2016 
legislative session. 
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LGA Holds Down City Levies

City levies often go up by at least the rate of inflation and they have also gone up as LGA has been cut. 
When LGA is increased, city levies are held down. This was shown in 2013, when the Legislature partially 
restored some of past decade’s cuts to LGA ‒ producing the third-lowest city levy increase since 1990. 
In fact, city tax rates dramatically changed following the 2013 LGA reform and $80 million appropriation 
increase ‒ the chart below shows the percentage of LGA-receiving cities with increased or decreased tax 
rates from 2012 to 2013 and from 2013 to 2014 (following the partial LGA appropriation restoration).

While LGA has only recently seen an increase, city revenue ‒ including LGA ‒ has dropped substantially 
over time. If one looks at all cities statewide and their total revenue per person, cities have had to do more 
with less:
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LGA Helps Hold Down Property Taxes

Property taxes have also increased due partly to LGA being cut. When state aid has kept pace with inflation, 
city property taxes have been held essentially flat. The graph below shows city levies and state aids/credits 
to cities, on a per capita basis, adjusted for inflation. 

LGA Reduces Tax Rate Disparities among Cities 

The statewide median city revenue (levy plus aid) is $593 per capita. The cities in the graphs below generate 
a similar amount of revenue from levy plus aid: between $581 and $605 per capita (shown by the bars and 
left axis).
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While they have similar revenues, these cities’ property wealth is vastly different. Because of this, if LGA were 
removed, cities would either need to raise their levies or cut services. If the cities chose to raise their levies, 
the tax rates of property-poor cities would rise considerably, as shown in the graph below (and as compared 
to the graph at the bottom of Page 6). Under this scenario, tax rates (the red line and right axis) among the 
cities would vary from 27% to 237%. Note, cities such as Minnetrista that do not receive LGA would not need 
to raise their levy to compensate for the loss of aid.

If the cities instead chose to cut services, the disparity between cities would grow as some cities would be 
able to afford the same level of services, while others would be left far behind. This situation is shown in 
the graph below.
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The CGMC has routinely sought to restore the decade’s worth of cuts to the LGA program and to adjust 
LGA each year to account for inflation and population growth. Without such a yearly adjustment, property 
taxes will go up and/or services will continue to be cut. Because a city like Wayzata receives no LGA, it is 
not impacted if LGA does not keep pace with inflation. 

Relying upon an Objective Formula Is the Best Approach for the Long-Term Viability of LGA

The LGA formula, because it is based on an objective, statistical measure of need and property wealth, is 
sometimes subject to political scrutiny for its supposed unfairness. For example, some legislators claim 
that first class cities Minneapolis and Saint Paul receive too much LGA. 

If LGA Is Held Flat, Inflation Will Force Increases in City Property Taxes or Cuts to City Services  

LGA is closely tailored to a city’s funding needs. However, LGA funding does not currently change with 
changes in inflation. Therefore, cities receiving LGA will have an inflation “cost,” which will increasingly cost 
its taxpayers over time if LGA is not increased. 

Without a formula adjustment, cities that receive LGA will raise levies more than cities that do not receive 
LGA, exacerbating regional disparities in city tax rates. A frozen LGA appropriation is essentially the same 
as a property tax increase for the 90% of cities that rely upon LGA

Moreover, cities with the most LGA “need” (those farthest from their full funding) will be forced to raise 
their levies the most in order to account for inflation’s impact on their LGA.  
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Ensuring that the LGA formula is fair, rational, defensible and sustainable is one of the highest priorities for 
the CGMC and will ensure that the program has long-term viability as a state policy. 

However, as shown on the graph below, the average Greater Minnesota city still receives more ‒ at $230.18 
LGA per capita ‒ than both Minneapolis and Saint Paul (at $189.04 per capita and $208.29 per capita, 
respectively). Though these cities have high-valued property, they also have many people ‒ meaning that 
on a per capita basis, Minneapolis ranks 99 and Saint Paul ranks 200 in terms of property wealth per 
capita (ANTC, 2016). In fact, there are 41 Greater Minnesota cities that have more property wealth than 
Minneapolis or Saint Paul, on a per-capita basis. 

As shown below, the share of LGA going to Minneapolis and Saint Paul has declined since 2002.
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The Minnesota State Budget

The total General Fund budget expenditures for Fiscal Year 2016-17 were $41.5 billion. The chart below shows 
how the state spent that money:

LGA constitutes only about 2% of the state budget, down from 4% in 2002. This drop is not solely due to 
cuts to LGA since 2002, however, but to the $8 billion increase in the state’s budget elsewhere over the 
past 14 years. 

In 2016, the Legislature had a $900 million budget surplus for Fiscal Year 2016-17, according to Minnesota 
Management and Budget’s February Forecast. In FY 2018-19, the state is expected to have a nearly $1.2 
billion surplus ‒ though this does not account for inflation. Some economists believe that inflation may 
erode the surplus in FY 2018-19, leaving the state with an up to $500 million deficit.1

1 Johnston, Louis D. “An economist’s argument against calling a special session” Minnpost, 6/9/2016. minnpost.com/macro-micro-minnesota/2016/06/
economist-s-argument-against-calling-special-session



www.greatermncities.org | 11Prepared by Flaherty & Hood, P.A. for the Coalition of Greater Minnesota Cities.

CGMC • Top Issues 2016: Economic Development

Economic Development
Minnesota has seen significant economic growth and reductions in its unemployment rate since 2010. 
This holds true for Greater Minnesota as well, though its unemployment rate is still 0.8 percentage points 
higher than the metro area.

Still, Greater Minnesota’s local economies are diverse: it has areas of growth and areas in decline. Some 
regional centers are growing but face structural challenges that could be addressed by state policy, other 
less-populated areas may soon face the deeper challenges of an aging population (see below)1.

Moreover, while the state had a 3.7% unemployment 
rate in 2015, counties across the state vary widely in 
terms of the strength of their economies. In Northeast 
Minnesota, Saint Louis County and Itasca County had 
unemployment rates at 5% and 6.5%, respectively, 
while in Southwest Minnesota, Nobles County had 
only a 3.2% unemployment rate (DEED Local Area 
Unemployment Statistics, 2015).

Despite the wide range of economies in Greater 
Minnesota, there are a few unifying issues that  have 
emerged ‒ issues that can be well addressed by the 
state Legislature. If left unaddressed, these issues may 
cause ‒ in the words of Moody’s Analytics ‒ a long-
term trend toward “bifurcation between Minneapolis 
and the rest of the state.”

1 Chart from Star Tribune’s “Better Together” series, 12/6/2015. startribune.com/data-reveals-sharp-divide-between-twin-cities-rest-of-the-state/360017421/
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Policies to Address Economic Challenges in Greater Minnesota 

In 2013, the Greater Minnesota Partnership (GMNP) was formed as a non-profit with support from the 
CGMC to tackle Greater Minnesota’s largest impediments to economic growth in Greater Minnesota. In 
under a year, the GMNP grew to 80 members, including businesses, chambers of commerce, EDAs, initiative 
funds, colleges and universities, and regional development commissions.

Following a tour of the state in 2013, the organization surveyed local economic leaders. The survey indicated 
several issues inhibiting economic growth across Greater Minnesota: broadband access, job training, 
infrastructure needs, capital, and the need for workforce housing. Since then, the CGMC and GMNP have 
been at the forefront at advancing these goals. 

In short, there are two common themes in the issues facing Greater Minnesota local economies:

1. Greater Minnesota businesses want to grow, but cannot due to workforce issues, and
2. A lack of adequate investment in infrastructure is holding back business growth

Workforce Issues Inhibit Business Growth 

The economy in Greater Minnesota is changing quickly, and employers often find it difficult to find trained 
workers. Moreover, in many local economies, workers have no place to live ‒ despite employers wanting 
to grow. 

Workforce Housing: Local Financing Issues Restrict New Housing Supply 

The CGMC supports efforts to increase access to housing stock in areas where employers are looking to 
expand. In many communities, there are jobs available but nowhere for workers to live. In fact, several 
Greater Minnesota communities are home to businesses that provide good wages and are looking to hire 
now. However, employers often struggle to recruit workers due to the lack of middle-income housing.

The lack of workforce housing is far different than the affordability issues that persist in the metro area. 
In Greater Minnesota communities, investors and developers cannot put together financing packages to 
ensure housing gets built. This is due to perceived risk, an aversion to raising rents, a lack of comparable 
properties, and other issues. 

Despite this, the state can jump-start local housing markets by incentivizing private investment. Incentives 
need not be on-going, as is the case with affordable housing.

Affordable housing programs ‒ while addressing needs of low-income residents ‒ do little to jump-start 
housing markets. In fact, in Roseau, an average family earns $72,776 and nearly 30% of households make 
more than $75,000.1 However, current affordable housing programs exclude workers making more than 
$62,000. Roseau – and many other Greater Minnesota communities ‒ cannot grow because income 
restrictions prevent workforce housing projects from getting done.  

The CGMC has supported a workforce housing tax credit and a workforce housing grant program, both of 
which should be administered by DEED as economic development programs.

1 ACS 2010-2014 5-Year Survey



www.greatermncities.org | 13Prepared by Flaherty & Hood, P.A. for the Coalition of Greater Minnesota Cities.

CGMC • Top Issues 2016: Economic Development

Job Training: Employers Need Trained Workers Now

In addition to workforce housing, trained workers are also in high demand. In recent years, the increase in 
the number of open jobs in Greater Minnesota has significantly outpaced the metro area. This is due to a 
variety of factors, but it is clear: employers need trained workers now (see graph below).

The CGMC has advocated for an employer-driven job training program, which was enacted in 2015. The Job 
Training Incentive Program (JTI) gives grants to employers for a portion of training costs incurred in hiring 
new employees. An employer can train employees through an in-house training program; at institutions of 
higher education; at federal, state or local agencies; or use private training or educational services. 

The CGMC supports state training programs generally; however, the job vacancy crisis in Greater Minnesota 
demands quick action. The JTI program is designed to target this need quickly so employers can fill jobs 
open now.

A Lack of Adequate Investment in Infrastructure Holds Back Businesses Growth

BDPI Grant Program: Public Infrastructure Vital to Private Business Growth

The Greater Minnesota Business Development Public Infrastructure (BDPI) Grant Program provides grants to 
cities and counties in Greater Minnesota of up to 50% of the capital costs for the public infrastructure necessary 
for private industry expansion. Funding for this program is typically provided through state general obligation 
bonds.

Greater Minnesota cities depend on the BDPI program to attract new businesses and create jobs. Since 2004, 
the state has made $53 million in grants to 119 Greater Minnesota cities, creating 2,083 jobs and retaining 7,648 
jobs. This resulted in more than $174 million in investments from other sources for private industry expansion, 
despite the program providing small grant amounts ($250,000 to $500,000 on average). For a list of cities that 
have received BDPI funding, visit bit.ly/bdpi2016.

Historically, the program had been funded at an average of $10 million per biennium in the last 10 years. In 
2016, the final version of the bonding bill included $12 million in funding for the BDPI program; however, the 
Legislature ultimately failed to pass a bonding bill. 
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Broadband: A Key to Future Economic Growth

In 2014, the GMNP and the CGMC aggressively pushed for a broadband infrastructure fund that would help 
expand broadband access. The statewide broadband infrastructure need is estimated to be $3.2 billion, 
and the Governor’s Task Force has routinely recommended $100 million a year be appropriated to the 
fund. Still, the Border-to-Border Broadband Development Grant Program has only received $65.8 million 
in total from 2014-16. 

The broadband grant program is open to communities, co-ops, non-profits, and private providers who wish 
to expand high-quality broadband service in areas that are deemed unserved or underserved. The fund 
provides a 50% match. 

Without investment in broadband infrastructure, Greater Minnesota will continue to lag behind the metro 
area in broadband access and speeds. According to the FCC’s “2016 Broadband Progress Report,” 43% of 
rural areas in Minnesota are not connected, compared to only 1% of urban areas. 

Broadband Is Vital to Local Economies in Greater Minnesota

The average increase in household income in areas where broadband speed is upgraded even 4 Mbps 
is $120 a month, according to a study by Ericsson.1 Moreover, at the national level, counties with more 
broadband adoption (more than 60% connected) saw 6.3% more growth in median household incomes in 
2001-2010 than counties with less broadband adoption (less than 60%).2  

In Minnesota, economists have found that broadband has an enormous impact on local communities. The 
Strategic Networks Group found that 95% coverage statewide would produce $440 million in household 
income, 15,000 jobs created or sustained and over $1 billion in state GDP each year.  

State Should Invest In Local Economies, Not Just Remote Areas

The broadband grant program was designed for economic 
development. The Office of Broadband Development was 
specifically designed to promote economic development in poorly 
served areas (Minn. Stat. 116J.39, subd. 2). Despite this, big 
internet and cable providers have often sought to direct funds to 
sparsely populated areas in order to discourage grant funds from 
potentially spurring competition within the service territories 
they control, even where service may be poor. 

The CGMC believes it is important to incentivize providers 
to expand into markets that incumbent providers do not 
adequately serve. Because many rural areas lack adequate 
broadband competition, grant funds can strengthen Minnesota’s 
cooperatives, utilities and small providers ‒ so competition 
between providers can spur the future upgrades needed by rural 
Minnesota businesses and residents. 

Currently, only 15% of the broadband fund can go to projects in 
medium and large cities. The CGMC believes that at least 50% of 
the fund should go to these poorly served areas so that Greater 
Minnesota businesses, health care institutions and schools can 
all compete in a 21st century economy.

1“Home Broadband Speed Impacts Household Income,” ericsson.com/news/1729555
2“Broadband’s Economic Impact,” The Daily Yonder, 8/21/13, bit.ly/1nqpLFI

Madison, MN
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Transportation

Statewide/Balanced Funding

The Minnesota Constitution dedicates funding for a public highway system and provides a formula for 
distribution of that funding. In 2012, Governor Dayton’s Transportation Finance Advisory Committee 
identified the state’s unmet transportation needs. The report identified a range from $21.2 to $54.6 billion 
for the next 20 years. The 2015-2016 Legislature agreed that the state’s highway and road systems need 
an additional $600 million a year, but it failed to pass a transportation funding bill. Legislators disagreed 
over the sources of this additional funding and how or whether metro transit should be included in the 
transportation package. 

The CGMC believes any transportation funding  package must address the transportation needs of the 
entire state. We support a comprehensive transportation package that includes funding for road and 
bridge maintenance, Corridors of Commerce, city streets and transit. We believe that in order to meet its 
$600-million-per-year transportation need, the state must increase revenue (through the gas tax and tab 
fees). Further, we believe that a comprehensive transportation bill cannot pass without the inclusion of a 
mechanism for funding transit. 

Transportation Programs Important to Greater Minnesota

City Streets

Cities of all sizes face aging streets. With the cost of street maintenance rising more quickly than city 
revenue sources, cities have been unable to keep up with necessary street expenses. Cities under 5,000  
in population receive no constitutionally dedicated funding for streets, while cities 5,000 and over receive 
constitutionally dedicated Municipal Street Aid for some of their streets. Increasingly, however, those 
funds have been needed for cost participation expenses in state and county highway projects within cities, 
meaning less funding for the routine maintenance those cities’ other street require. 

In 2015, the Legislature created the Small Cities Assistance fund to support streets in cities under 5,000 and 
made a one-time appropriation of $12.5 million. The CGMC supports at least $25 million in ongoing funding 
for this program, as well as $25 million in ongoing funding for streets in cities over 5,000 in population.

Corridors of Commerce

Created in 2013, this transportation funding program aims to increase capacity and reduce bottlenecks on 
Minnesota’s interregional corridors. Corridors of Commerce is a competitive grant program administered 
by MnDOT. Because Corridors of Commerce is a pooled investment program, expenditures in right-of-way 
acquisition, environmental studies and design/engineering are not bondable. Therefore, CGMC lobbies for 
cash appropriations as well as trunk highway bonds to fund Corridors of Commerce.

The CGMC supports ongoing funding of the Corridors of Commerce program and believes that program 
awards should be distributed equitably between Greater Minnesota and the metro area.
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TED Program 

The Transportation Economic Development (TED) Program is a competitive grant program for transportation 
projects that will create jobs and support economic development. CGMC supports adequate funding of the 
TED program, distributed equitably between Greater Minnesota and the metro area. 

Local Road Improvement Program/Local Bridge Improvement Program

These programs are funded through with General Obligation bonds. CGMC supports adequate funding of 
these programs and equitable distribution of dollars to Greater Minnesota and the metro area. 

Greater Minnesota Transit

The CGMC supports additional funding for Greater Minnesota transit from the General Fund or the Motor 
Vehicle Sales Tax.
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Environment and Energy 

Cities in Greater Minnesota are responsible for ensuring that their citizens have clean drinking water and 
that waste is properly treated before it reaches our rivers, streams and lakes. Our cities take pride in their 
role as stewards of Minnesota’s waters, but many city leaders worry that complying with regulations is 
becoming unaffordable for their residents and businesses. 

Water Quality Standards and Regulations 

Cities are subject to a variety of state and federal environmental regulations. Almost all CGMC cities, 
themselves or jointly with other cities, operate wastewater treatment facilities (WWTFs). To operate 
WWTFs, cities must obtain a permit, known as an NPDES permit, from the Minnesota Pollution Control 
Agency (MPCA). These permits contain limits on the amounts of chemicals, nutrients and other particles 
that can be discharged. The limits are based on water-quality standards that have been adopted by the 
MPCA and approved by the Federal Environmental Protection Agency (EPA). 

Over the last 10 to 15 years, Minnesota has made significant progress in improving its water quality. This 
progress is due largely to advances in removing pollutants from point sources, which consist mainly of 
wastewater and industrial discharge. There is still room for improvement, but the biggest opportunity -- 
and the biggest challenge -- lies in decreasing the pollution from non-point sources, which includes runoff 
from agricultural fields and feedlots, failing septic systems, straight pipe discharges, farm field tile drainage, 
and bluff and streambank erosion. One challenge that cities face is that the MPCA and the EPA do not 
currently have authority to regulate and set discharge limits on these non-point sources. As a result, when 
a new contaminant emerges or further limits must be set on a known pollutant, municipal WWTFs bear the 
brunt of these new regulations, even though they often represent a small fraction of the total pollution. 

Greater Minnesota Cities Face Expensive 
Upgrades

After the Clean Water Act was enacted, the federal 
government helped pay for much of the initial WWTF 
infrastructure built in the state. However, that funding 
has largely dried up. All cities in Minnesota must 
address the wastewater generated in their cities, 
but metro-area cities have an advantage because 
the Metropolitan Council centralizes much of the 
wastewater services, offering enormous economies 
of scale. Although some Greater Minnesota cities are 
able to combine efforts, few can approach the same 
size and scale. This means the costs are spread over 
a much smaller rate base. The cost of upgrading or 
building a new facility can range from $2 million to $15 
million to $30 million or more per facility — and that 
does not include ongoing operations costs. 

This word cloud indicates the “tsunami” of new regulations and 
other water-quality issues that cities are facing. Over the next 
20 years, cities across the state will need to spend billions of 
dollars to comply with these new regulations and upgrade aging 
infrastructure. 
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With every new initiative, compliance becomes more and more expensive, and when multiplied across the 
state the impending infrastructure bill is daunting. State agencies estimate that Minnesota faces $4.2 billion 
in water infrastructure costs over the next 20 years.1 The agencies admit that this number underestimates 
the necessary investment, especially for the 5-20 year horizon. This estimate also doesn’t include operation 
costs OR needed upgrades for drinking water facilities.   

Looking out over the next decade, the costs of water infrastructure in Minnesota is staggering. Part of the 
cost stems from aging systems: wastewater facilities, drinking water systems and sewer lines that may 
be 100 years old or more that will need to be upgraded or replaced. The other significant cost driver is 
the growing number of regulatory initiatives from the MPCA and EPA, including recently adopted riverine 
nutrient standards, changes to anti-degradation laws, new or amended standards for chloride, mercury, 
sulfate in wild rice waters, nitrogen, creation of the tiered aquatic life use model and more. The MPCA 
continues to monitor for additional pollutants, which in turn can result in more regulatory changes and 
more expensive upgrades. 

These are not the only costs our cities face — they must also pay for city streets and bridges, police and fire 
protection, snow plowing, libraries, parks and the other services and infrastructure that make our cities 
livable. Protecting and preserving Minnesota’s waters is a complex issue. It is essential that the state get 
the science right and craft regulatory solutions aimed at addressing water quality problems in the most 
cost-effective manner because state and local resources are not limitless.  

The CGMC’s multi-pronged environmental approach is designed to address those challenges: 

• Regulatory Reform
• Infrastructure Investment
• Integrated Planning 

Regulatory Reform: Limited Resources Require Regulations Grounded in Good Science 

Over the last several years, the CGMC has pushed for regulatory reform at the Legislature. For example, 
we pushed to ensure that expensive new regulations undergo independent peer review that includes 
opportunity for public comment. We also asked that the MPCA be required to take a second look at the 
recently adopted riverine water quality standards after a key national standards organization publicly 
stated that one of the criteria the MPCA was using to judge impairment should not be used in that manner. 
We continue to look for ways to improve the regulatory process. For example, we are advocating to 
require agency experts to provide specific and meaningful responses to the substance of any scientifically 
supported objections to proposed technical regulations made during a public rulemaking process, and to 
improve the process through which CGMC cities’ treatment facilities are issued permits to provide cities 
greater opportunities to respond to the proposed terms and conditions to be included in their permits.

The CGMC has also worked with the MPCA on legislation to lower costs for our operators, such as the 
creation and implementation of a streamlined system for wastewater laboratory certification. Last session, 
the CGMC and MPCA worked on legislation to require adequate labeling of so-called “flushable wipes” that 
cause expensive damage to sewer systems. We hope to re-introduce this legislation next session. 

1 “Future Wastewater Infrastructure Needs and Capital Costs, Fiscal Year 2016 Biennial Survey of Wastewater Collection and Treatment,” prepared by the 
Minnesota Pollution Control Agency for the Legislature
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Infrastructure Investment: State Financial Assistance for Unfunded Mandates

In 2016, the Governor and Legislature finally recognized that the investment in water infrastructure must 
increase significantly and that the state needs to pick up a larger share of the cost for these unfunded 
mandates. Gov. Dayton proposed a $167 million package that included policy changes that expand eligibility 
for many cities. The final bonding bill that failed in the last moments of session included $133.5 million for 
the Point Source Implementation Grant Program, Wastewater Infrastructure Funding Program and state
matching funds for USEPA Capitalization Grants, as well as accompanying policy changes. This package was 
significant because it increased the dollar amount of grants available to CGMC cities and increased the 
state’s share of the cost for upgrading facilities to remove more pollutants. 

This investment in clean water infrastructure had strong bi-partisan support. However, without a special 
session to resurrect the bonding bill, this investment did not come into fruition. Moving forward, the 
Legislature must commit to making a large investment this biennium and over the next several biennium 
to modernize Minnesota’s water infrastructure statewide.

Integrated Planning: Assess Needs and Deploy Resources in a Cost-Effective Manner

To most effectively deploy state and local resources to protect our waters, the state needs a better 
understanding of the impending costs of its regulatory initiatives over the next decade and a plan to put 
its resources to the best use without making water infrastructure unaffordable for the average citizen. The 
CGMC supports improving Minnesota’s data collection and analysis regarding water infrastructure and 
believes it should move toward more integrated planning for water infrastructure.  

Protect Cities’ Interests in Court and at the Office of Administrative Hearings

Due to the complex regulatory system governing water systems, the CGMC occasionally turns to legal, 
rather than legislative, recourse to protect residential and business ratepayers. It has weighed in on 
rulemaking procedures at the Office of Administrative Hearings and filed lawsuits challenging portions of 
water quality rules that lack adequate scientific basis. The CGMC will also file amicus briefs supporting the 
MPCA’s activities where appropriate and needed.
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Annexation and Land Use

Minnesota has established clear land use priorities that benefit its citizens and taxpayers, farms,  businesses 
and environment.1 Current state annexation and land use policy states that urban development should 
occur in cities and that agricultural land and open spaces should be preserved in townships.  

These priorities make sense. We all support Minnesota’s economic growth, but we’ve seen what can 
happen if population growth happens outside of city limits. Open space and valuable farmland can be 
destroyed. Rural septic systems breakdown and pollute our waters. Taxpayers foot the bill for expensive 
retrofits of roads, water and wastewater. City property owners pay for services that those living outside 
the city limits use. 

Annexation is a mechanism to bring property outside municipal boundaries into a city. Annexation 
facilitates urban growth while protecting open space, prevents pollution, and ensures that landowners 
help pay for the services they receive. Arguments about annexation are really arguments about land use, 
the environment, and the efficiency of government. 

Keep Property Taxes in Check by Streamlining Annexation Process

The time to build urban infrastructure, such as sewers, water systems and roads, is before new housing or 
a new industrial park has been built, not after when it’s much more expensive. Annexation laws should be 
tailored to prevent wasteful spending of taxpayer dollars by requiring that proposed urban development is 
annexed into city limits before the development occurs. 

Reduce Water Pollution and Hold the Line on Infrastructure Costs through Annexation

As mentioned in the previous “Environment and Energy” section, Minnesota is facing a water infrastructure 
crisis, with billions of dollars needed to upgrade and replace wastewater and drinking water throughout 
the state. To keep those infrastructure costs from skyrocketing even more and to prevent the proliferation 
of septic systems that can pollute ground water, residential and industrial development should occur within 
city limits where the infrastructure connections can be made in the most cost-effective manner.  

One Community, Not Competing Interests

Cities and their surrounding townships are one community. They should not fight each other for economic 
development. Economic development should be planned and be included within the corporate limits of 
a city. Open space and agricultural land should be preserved in our townships. This “one community” 
approach through good land use and annexation policies is the best way for Minnesota to grow. 

 1Minnesota Boundary Adjustments statute, Legislative Findings. Minn. Stat. 414.01.


