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Minnesota’s Prices of Local Government 

 

Where in Minnesota is local government’s claim on the income of local citizens the greatest?  In this 
Issue Brief we examine Minnesota’s Prices of Local Government (POLG).  Based on the most 
recently available data (2016/17) we replicate the methodology Minnesota Management and Budget 
uses to create the state’s Price of Government report – with one major modification – and apply it 
to local governments (cities, counties, towns, schools, and the Metropolitan Council) to calculate a 
Price of Local Government for all 87 Minnesota counties. 

The state’s Price of Government is calculated by summing all own source revenues collected in the 
state and dividing that total by state personal income.  Our POLG calculations are similar but employ 
a modified personal income basis we call “cash income”, which better measures the income in 
county residents can use to actually pay taxes and other charges to local governments.   

After presenting the results the Issue Brief highlights some POLG relationships and trends.  We 
conclude with comments to some likely policy questions triggered by our findings. 
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POLG Results: 2016 
 

MCFE calculates the Price of Local Government (POLG) as the total own source revenues collected by local 
governments in a county divided by the county’s “cash income”1 – the cash county residents receive during 
the year which can be directly used to finance government taxes and fees.  The POLG represents local 
governments’ claim on these resources. 

Figure 1 shows the aggregate POLG for 2016 for each of Minnesota’s 87 counties.  Statewide, local 
governments raised revenues equal to 4.90% of the state’s cash income – about 2% higher than in 2015.  The 
figure highlights the considerable variation in the burdens local governments across the state impose – ranging 
from a minimum of 3.4% of cash income in Winona County to a high of 8.5% in Cook County. 

Figure 1: MCFE Price of Local Government, 2016, by County 
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1 See the technical appendix for how MCFE calculates the Price of Local Government and determines “cash income”.  Note that we 
would prefer to use the term “money income” for our measure.  However, since “money income” names an existing Census Bureau 
statistic (http://www.census.gov/cps/data/incdef.html) we use “cash income” to prevent readers from confusing our measure with theirs. 
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As Figure 1 illustrates, there are some regional patterns in the POLG results.  The 22 counties where the 
POLG is at least 25% above the state average are located largely in north central and south central Minnesota.  
In contrast, 5 of the 6 counties with a POLG 10% or more under the state average are located in the Twin 
Cities metropolitan statistical area, with Winona County being the exception.  Table 1 shows the five counties 
where local governments have the highest and lowest POLGs. 

Table 1: Counties With Five Highest and Five Lowest MCFE POLG, 2016 
Top Five County POLG Bottom Five County POLG 

1 Cook 8.5% 83 Anoka 4.1% 
2 Faribault 8.1% 84 Carver 4.0% 
3 Jackson 8.0% 85 Dakota 3.9% 
4 Traverse 7.8% 86 Washington 3.9% 
5 Itasca 7.6% 87 Winona 3.4% 

 

Sparsely populated counties are much more likely to have a higher POLG than more densely populated areas.  
Figure 2 shows the relationship between the POLG and persons per square mile in 85 of the state’s counties.  
(We have removed Hennepin and Ramsey Counties since they are outliers with over 2,000 people per square 
mile.)  Population density accounts for about 20% of the difference in the Price of Local Government in these 
85 counties and helps explain why the average POLG is noticeably lower than the median POLG.  Denser 
urban counties with more cash income and government revenues are weighted more heavily than smaller, 
less dense rural areas, which brings the average down; unlike the median where each county is treated equally 
regardless of size. 

Figure 2: Price of Local Government vs Persons per Square Mile, 2016 
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2 The federal Office of Management and Budget designates metropolitan statistical areas.  OMB Bulletin 18-03 incidates that 
Minnesota’s 27 metropolitan counties include 14 in the Minneapolis-St. Paul-Bloomington MSA; 4 in the Rochester MSA; 2 in the 
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analysis includes only the Minnesota counties in any MSA which crosses state lines. 
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MSAs being the exceptions with POLGs of 5.7% and 6.0%, respectively.  The remaining 60 counties in the 
state, a mix of rural counties and regional centers, collectively have a POLG of 5.62% – 15% higher than the 
statewide average and 19% higher than the 4.74% all-metropolitan county average. 

 

Five Year POLG Trends (2012-2016) 
On a statewide basis the POLG metric has remained relatively unchanged over the five-year period between 
2012 and 2016, at 4.9% of cash income.  However, as Table 2 shows, there is considerable variation in POLG 
changes among individual counties.  The table presents the change in the POLG for the counties which have 
had the ten highest and ten lowest growth rates between 2012 and 2016.3   

Table 2:  Largest Changes in Price of Local Government Measures, Base Year 2012 to 2016 

Rank 
(Annualized 

Change) 
County 

MCFE Price of Local Govt Annualized Change, 2012-2016 

2012 2016 POLG 
Own-Source 

Revenues 
Cash 

Income 

1 Faribault 5.0% 8.1% 12.9% 3.6% (8.2%) 

2 Traverse 5.1% 7.8% 11.3% 1.2% (9.1%) 

3 Wilkin 4.3% 6.1% 9.2% 3.4% (5.3%) 

4 Kittson 4.4% 6.3% 9.1% 6.5% (2.4%) 

5 Norman 4.2% 5.9% 8.6% 3.2% (5.0%) 

6 Grant 5.3% 7.2% 8.3% 3.1% (4.8%) 

7 Stevens 4.0% 5.5% 8.0% 1.5% (6.0%) 

8 Jackson 5.9% 8.0% 7.7% 4.2% (3.3%) 

9 Marshall 4.0% 5.3% 6.9% 2.8% (3.9%) 

10 Lac Qui Parle 4.1% 5.3% 6.9% 3.4% (3.2%) 
       

NA Statewide 4.9% 4.9% <0.1% 3.0% 3.0% 
       

78 Benton 5.1% 4.9% (1.2%) 1.2% 2.4% 

79 Kandiyohi 5.4% 5.1% (1.3%) 1.4% 2.7% 

80 Chisago 4.7% 4.5% (1.5%) 2.1% 3.7% 

81 Dakota 4.2% 3.9% (1.6%) 1.8% 3.5% 

82 Ramsey 6.1% 5.7% (1.7%) 2.1% 3.9% 

83 Kanabec 5.6% 5.0% (2.6%) 1.9% 4.6% 

84 Clearwater 7.1% 6.4% (2.6%) 2.0% 4.7% 

85 Sherburne 5.1% 4.5% (2.8%) 1.5% 4.4% 

86 Anoka 4.5% 4.1% (2.8%) 1.0% 3.9% 

87 Lake 6.7% 6.0% (2.8%) (0.7%) 2.2% 
 

  

                                                           
3 Consistent with best research practices, we have revised our income measures for 2012 to incorporate any revisions to 
personal income made by the BEA and ensure comparability throughout the time series. 
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The scatter plot shown below in Figure 3 shows in detail the five-year changes in cash income and own-
source revenues, by county.  Counties located above the diagonal line saw a increase in their POLG over this 
period, as own-source revenues grew faster than cash income.  Counties located below the line saw a decrease 
in their POLG, as cash income grew faster than own source revenues. 

In 65 counties, the POLG increased during this period, with the largest increases – on a relative basis – in 
counties on Minnesota’s western border with the Dakotas.  In about half of these counties (31), the total 
amount of cash income declined between 2012 and 2016 – with the largest declines in Traverse (9.1% per 
year), Faribault (8.2% per year), and Stevens (6.0% per year) Counties.  Two counties (Cottonwood and 
Mahnomen) experienced an increase in their Price of Local Government during this period despite a decline 
in own-source revenues because they experienced proportionately larger declines in cash income.  Declines 
in cash income are likely influenced by variations in capital gains, but a thorough examination of these 
changes is outside the scope of this Issue Brief. 

In the remaining 22 counties where the Price of Local Government has fallen during this period, cash income 
gains have generally outpaced own-source revenue growth by about a 2:1 to 3:1 ratio.  This group of counties 
is concentrated in the Twin Cities and Saint Cloud MSAs, but also includes Lake County, the only other 
county besides Cottonwood and Mahnomen where own-source revenues fell during this period. 

Figure 3: Five-Year Changes in Own-Source Revenues and Cash Income, by County 
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Questions Arising From POLG Findings   
 

Question: How big an influence does the change from personal income to cash income have on the 
reported Prices of Local Government, and why does that matter? 

As our appendix discusses, the shift to a cash income analysis requires both excluding some pieces of personal 
income but also including other household income not included in the Bureau of Economic Analysis’ 
definition of “personal income.”  The biggest impact comes from excluding the value of government-
sponsored medical benefits (Medicare and Medicaid).  Counties featuring the largest differences between 
cash and personal income totals are likely to have local governments more exposed to potential fiscal stress. 

The differences between cash and personal income varies from county to county (Table 3).  In five counties 
(Faribault, Marshall, Pennington, Big Stone and Wadena) only 75 cents or less of every dollar of personal 
income in the county can be used to pay government taxes and fees.  At the other end of the spectrum, in 
Washington County, all but 7 cents of every dollar of personal income can be remitted to government. 

Table 3: Cash Income Relative to Personal Income (CI vs PI), by County, 2016 
County CI vs PI County CI vs PI County CI vs PI 
Aitkin -14.7% Itasca -17.6% Pope -18.8% 
Anoka -11.5% Jackson -23.2% Ramsey -20.6% 
Becker -18.1% Kanabec -15.9% Red Lake -15.4% 

Beltrami -23.9% Kandiyohi -16.7% Redwood -21.2% 
Benton -17.2% Kittson -17.8% Renville -21.6% 

Big Stone -25.0% Koochiching -20.6% Rice -14.7% 
Blue Earth -20.2% Lac Qui Parle -21.7% Rock -19.7% 

Brown -20.4% Lake -14.9% Roseau -20.5% 
Carlton -17.8% Lake of the Woods -20.6% Saint Louis -19.0% 
Carver -8.0% Lesueur -14.2% Scott -8.2% 
Cass -18.1% Lincoln -20.0% Sherburne -9.4% 

Chippewa -22.2% Lyon -22.4% Sibley -17.8% 
Chisago -10.0% Mahnomen -16.8% Stearns -19.1% 

Clay -15.9% Marshall -32.7% Steele -19.3% 
Clearwater -20.4% Martin -18.0% Stevens -22.0% 

Cook -15.2% McLeod -23.7% Swift -20.6% 
Cottonwood -23.2% Meeker -15.2% Todd -18.2% 
Crow Wing -16.1% Mille Lacs -18.1% Traverse -24.1% 

Dakota -11.4% Morrison -17.5% Wabasha -12.3% 
Dodge -12.2% Mower -19.7% Wadena -26.1% 

Douglas -15.8% Murray -18.4% Waseca -16.3% 
Faribault -25.3% Nicollet -17.1% Washington -7.0% 
Fillmore -14.7% Nobles -20.1% Watonwan -22.1% 
Freeborn -17.7% Norman -22.1% Wilkin -17.4% 
Goodhue -14.8% Olmsted -14.6% Winona -20.5% 

Grant -20.7% Otter Tail -16.6% Wright -10.0% 
Hennepin -15.5% Pennington -25.6% Yellow Medicine -21.9% 
Houston -12.0% Pine -16.9% Statewide -15.2% 
Hubbard -14.3% Pipestone -20.0%   

Isanti -12.5% Polk -19.7%   
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Question: Does a high Price of Local Government mean residents of the county face undue property tax 
burdens from the cost of local government? 

Not necessarily, for three primary reasons.   
 First, local governments have access to own-source revenues besides property taxes, including 

charges for services, fees, and fines; and in some locations local sales taxes. 
 Second, certain types of local own-source revenues are to some extent exported to (paid by) non-

county residents.  Overall, we estimate local governments in Minnesota were able to export 7.5% of 
the following own-source revenues outside their respective counties, roughly equal to the proportion 
in 2015: 
o Cabin property taxes – billed directly to owners who live elsewhere 
o Local lodging taxes – a portion is paid by visitors 
o Local sales taxes – a portion is paid by non-local purchasers 
o Residential and apartment property taxes – a portion is redistributed across the state through the 

state’s property tax refund programs. 
 Third, only a portion of local property taxes fall on residences and apartments. 

Table 4 shows the breakdown of POLG for three revenue components: exported taxes (defined as the four 
listed above), locally-paid property taxes, and other own-source revenues.  As the table illustrates, the revenue 
components for the POLG vary greatly across the state.  (See the appendix for the methodology employed to 
derive tax exporting estimates.) 

The best information available to evaluate the reasonableness of homeowner property tax burdens and “ability 
to pay” concerns in Minnesota can be found in the Minnesota Department of Revenue’s annual Residential 
Homestead Property Tax Burden Report, which matches individual homeowners’ property tax burdens to 
their incomes. 

Table 4: Price of Local Government Component, by County, 2016 

County 
Price of Local Government Component 

County 
Price of Local Government Component 

Exported 
Taxes 

Locally-Paid 
Prop Taxes 

Other Own 
Source Revs 

Exported 
Taxes 

Locally-Paid 
Prop Taxes 

Other Own 
Source Revs 

Aitkin 1.4% 2.9% 2.5% Faribault 0.1% 5.3% 2.7% 
Anoka 0.3% 2.5% 1.3% Fillmore 0.2% 3.4% 1.6% 
Becker 0.9% 2.6% 1.8% Freeborn 0.2% 4.1% 2.0% 

Beltrami 0.5% 2.7% 2.1% Goodhue 0.2% 4.0% 1.3% 
Benton 0.4% 3.0% 1.6% Grant 0.3% 4.9% 2.1% 

Big Stone 0.2% 3.8% 2.1% Hennepin 0.4% 3.0% 1.5% 
Blue Earth 0.3% 3.4% 1.9% Houston 0.2% 3.0% 1.2% 

Brown 0.3% 3.0% 1.9% Hubbard 1.2% 3.2% 2.4% 
Carlton 0.5% 3.5% 1.9% Isanti 0.4% 3.0% 1.0% 
Carver 0.2% 2.5% 1.3% Itasca 0.7% 4.1% 2.7% 
Cass 1.6% 2.8% 1.7% Jackson 0.1% 5.3% 2.6% 

Chippewa 0.1% 4.3% 1.6% Kanabec 0.5% 2.7% 1.8% 
Chisago 0.4% 3.0% 1.1% Kandiyohi 0.4% 2.7% 1.9% 

Clay 0.2% 2.7% 1.6% Kittson 0.1% 3.6% 2.6% 
Clearwater 0.2% 3.8% 2.3% Koochiching 0.3% 2.4% 3.6% 

Cook 2.4% 2.5% 3.6% Lac Qui Parle 0.1% 3.6% 1.6% 
Cottonwood 0.1% 4.5% 1.9% Lake 1.1% 3.0% 1.9% 
Crow Wing 1.3% 2.9% 1.8% Lake/Woods 1.0% 3.3% 2.2% 

Dakota 0.3% 2.5% 1.1% Lesueur 0.4% 3.4% 1.7% 
Dodge 0.2% 3.5% 1.4% Lincoln 0.2% 5.1% 1.8% 

Douglas 0.8% 2.9% 1.4% Lyon 0.3% 3.8% 2.1% 
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Table 4: Price of Local Government Component, by County, 2016 (continued) 

County 
Price of Local Government Component 

County 
Price of Local Government Component 

Exported 
Taxes 

Locally-Paid 
Prop Taxes 

Other Own 
Source Revs 

Exported 
Taxes 

Locally-Paid 
Prop Taxes 

Other Own 
Source Revs 

Mahnomen 0.4% 4.0% 1.6% Rice 0.3% 2.9% 1.4% 
Marshall 0.1% 3.3% 1.9% Rock 0.1% 3.7% 1.7% 
Martin 0.1% 4.3% 1.6% Roseau 0.2% 2.5% 1.8% 

McLeod 0.3% 3.3% 1.7% Saint Louis 0.7% 2.9% 2.5% 
Meeker 0.4% 3.3% 1.4% Scott 0.3% 2.8% 1.2% 

Mille Lacs 0.7% 2.8% 1.3% Sherburne 0.3% 3.0% 1.3% 
Morrison 0.5% 2.9% 1.5% Sibley 0.2% 4.7% 2.3% 
Mower 0.2% 2.9% 2.0% Stearns 0.4% 3.0% 1.4% 
Murray 0.2% 3.5% 1.3% Steele 0.4% 3.8% 1.6% 
Nicollet 0.2% 3.2% 1.3% Stevens 0.1% 3.7% 1.6% 
Nobles 0.2% 3.6% 1.6% Swift 0.1% 4.8% 2.5% 
Norman 0.1% 4.0% 1.8% Todd 0.7% 3.0% 1.6% 
Olmsted 0.4% 3.1% 1.6% Traverse 0.1% 5.6% 2.1% 

Otter Tail 1.0% 2.9% 1.5% Wabasha 0.3% 3.3% 1.3% 
Pennington 0.2% 3.0% 2.0% Wadena 0.3% 3.5% 3.2% 

Pine 0.7% 3.1% 1.7% Waseca 0.3% 3.7% 1.5% 
Pipestone 0.1% 3.2% 1.7% Washington 0.2% 2.4% 1.2% 

Polk 0.2% 3.5% 2.0% Watonwan 0.1% 4.6% 2.1% 
Pope 0.5% 3.7% 1.2% Wilkin 0.1% 4.5% 1.5% 

Ramsey 0.4% 3.2% 2.1% Winona 0.2% 2.3% 0.9% 
Red Lake 0.1% 3.7% 1.7% Wright 0.3% 2.9% 1.6% 
Redwood 0.1% 3.7% 1.6% Yellow Med 0.1% 4.2% 1.3% 
Renville 0.1% 4.4% 2.0% Statewide 0.4% 3.0% 1.6% 

Note: numbers may not add to amounts in Figure 1 due to rounding. 
 

Question: What implications does the Price of Local Government have for policymakers?   

Because the Price of Local Government’s measurement of the claim local governments make on local 
incomes implicitly considers the various intergovernmental aids the state provides, counties with a 
persistently high or persistently growing POLG may represent areas experiencing/being exposed to greater 
fiscal stress.  Both state and local officals have opportunities to explore appropriate responses. 

At the state level, policy makers can revisit the types, amounts, and distribution formulas of the wide variety 
of state aids offered to cities, counties, and schools to see if adjustments are necessary to better recognize and 
accommodate environmental factors affecting the cost of service delivery outside of government’s control.  
In addition, especially with respect to counties and schools, policymakers should reexamine the many state 
mandates placed on local government service delivery, which are often unfunded or underfunded. 

At the local government level, policy makers can revisit the types, levels, and designs of services they provide 
as well as their accompanying cost structures with an eye toward cooperative service agreements, service 
reconfigurations via incremental boundary adjustments, and general restructuring and redesign opportunities.  
A 2012 report by the Office of the Legislative Auditor (OLA) on consolidation of local governments 
concluded, “there are opportunities to increase collaboration and consolidation among local governments 
around the state, particularly among smaller jursidictions with capital intensive services.”4  According to the 
OLA report, the state also has a role to play here by finding ways “to encourage more collaboration and 
consolidation among local governments when funding capital projects and capital grant programs,” and 

                                                           
4 Consolidation of Local Governments, Office of the Legislative Auditor, State of Minnesota, April 2012. 
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“funding a pilot project to develop a more comprehensive process and guidelines for consolidating counties.”  
We note that many of the state’s highest and growing POLGs can be found in counties with these smaller 
jurisdictions and that these high and growing POLGs are a sign that these types of investigations may be 
overdue. 
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TECHNICAL APPENDIX 
 

 

Data Sources 

The following sources are used to calculate our Price of Local Government: 

 2016 city, township and county governmental fund revenue data from the Office of the State Auditor 
 2016-17 school district property tax levies from the Minnesota Department of Revenue 
 Other 2016-17 school district general fund revenues from the Minnesota Department of Education 
 2016 Metropolitan Council’s finances from its 2016 consolidated annual financial report 
 2016 personal income data by county from the federal Bureau of Economic Analysis 
 2016 federal income tax data by county from the Internal Revenue Service 
 Property taxes paid by class, by county, Minnesota Department of Revenue Property Tax Division 

Some cities and school districts, along with the Metropolitan Council, are located in multiple counties.  In 
these cases, we allocated the jurisdiction’s property tax and special assessment revenues among counties 
based on net tax capacity shares because these revenues have a strong relationship to property values.  We 
allocated all other revenues, such as licenses and permits or charges for services, based on population shares.  
For such schools, the data allowed us to allocate tax levies to the appropriate counties.  We allocated all other 
school revenues based on net tax capacity because school district population, by county, was not immediately 
available.  For the Metropolitan Council, we allocated property taxes by net tax capacity and all other revenues 
by population. 

Like the statewide Price of Government metric, our analysis includes only “own-source revenues” – those 
revenues raised by local governments themselves.  Where the state’s POG metric leaves out federal grants to 
state and local governments; our analysis leaves out both federal and state grants to local governments.  This 
provides an accurate estimation of the burdens local governments actually impose. 

The analysis excludes “special districts”5 except for the Metropolitan Council because the time and effort 
needed to collect financial data for each of these small government units was prohibitive.  It also excludes 
“enterprises” operated by local governments – including but not limited to golf courses, liquor stores and 
municipal utilities.  These ventures are not part of the standard suite of local government services. 

 

Calculating Cash Income  

We have created a “cash income” measure quantifying the actual resources people can use to pay government 
taxes and fees.  Measuring local government revenues against cash income provides a better sense of the 
public’s ability to finance state and local government operations.  We use “personal income” as a starting 
point for calculating “cash income” and then subtract the following items: 

 Contributions employers make toward pension and insurance plans 
 Payment employers make to the government for Social Security and Medicare 
 The value of government-sponsored medical benefits (the largest of which is Medicaid) 
 Imputed interest6 
 Imputed rent7 
 The value of Supplemental Nutrition Assistance Program (food stamp) benefits 
 The value of education and training assistance benefits8 

                                                           
5 Examples of “special districts” include park districts, housing and redevelopment districts, and watershed districts. 
6 This is the value of investment income earned on life insurance and the value of services that depository institutions provide 
without an explicit charge for doing so. 
7 This includes the value of things such as the rental value of owner-occupied housing, the value of farm products consumed 
at home by the producers, and pay-in-kind in the form of meals and lodging. 
8 Largely federal fellowship payments and interest subsidy on higher education loans, Pell Grants, Job Corps payments, 
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 Government transfers to nonprofit institutions 

We then add the following items that people can (and do) use to pay for governments’ operating costs (at the 
state, local, and federal level) to the mix: 

 Payments employees make to the government for Social Security and Medicare9 
 Distributions from IRAs 
 Pension and annuity benefits 
 Capital gains 

 

Calculating Exported Taxes:  

Local governments can easily export three taxes directly to non-county residents: cabin property taxes (billed 
directly to owners who live elsewhere), lodging taxes (billed directly to visiting hotel/motel guests), and local 
sales taxes (billed directly on sales to out-of-town purchasers).  They can also export property taxes on homes 
and rented housing to the state through the property tax refund programs.   

Data exists on property tax refund payments the state makes to homeowners and renters in each county.  
However, it is not possible to determine the precise share of the cabin, local lodging, and local sales taxes 
non-county residents pay.  We estimate local tax exporting on the following assumptions: 

 Local sales taxes – According to the Department of Revenue’s Tax Incidence Study10 approximately 20% 
of local sales taxes are paid by out of state residents.  We assume an additional 10% of local sales taxes 
are paid by Minnesota residents who live outside the county where they make the purchase. 

 Cabin property taxes – According to the Tax Incidence Study, out-of-state residents directly pay about 
20% of the local cabin property taxes.  However, a significant share of cabin property taxes is paid by 
Minnesotans who live outside the county where their cabin is located.  Based on communication with 
county assessors, our estimate assumes that 80% of total local cabin property taxes are exported to non-
county residents. 

 Local lodging taxes – Given the nature of lodging, we assume 90% of local lodging taxes are paid by 
individuals living outside of the county where the hotel collecting the tax is located. 

 
 

 

                                                           
education exchange payments, and state education assistance payments. 
9 Except for one-half of the self-employment taxes, which are essentially a mandatory business expense. 
10 http://www.revenue.state.mn.us/research_stats/Pages/Tax_Incidence_Studies.aspx  


