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   O L A OFFICE OF THE LEGISLATIVE AUDITOR 
STATE OF MINNESOTA  • James Nobles, Legislative Auditor 

April 2012 

Members of the Legislative Audit Commission: 

Every level of government must be open to reform, particularly when a reform might result in 
cost savings or improved service delivery.  With that goal in mind, you asked the Office of the 
Legislative Auditor to examine the potential for greater local government consolidation—and 
collaboration—in Minnesota. 

We found that there are opportunities for increased consolidation and collaboration around the 
state, particularly among smaller jurisdictions with capital-intensive services or equipment 
needs. In addition, we found that local government officials are often open to considering 
consolidation proposals, but view its implementation as potentially complex, costly, and 
controversial. They also voiced a strong desire to manage consolidation and collaboration 
efforts themselves and not have them mandated by the state. 

We recommend that the Legislature facilitate local efforts by providing grants to local 
governments that want to evaluate consolidation prospects.  We also recommend that the 
Legislature give more consideration to the fact that state funding for local capital projects may 
inhibit local governments from considering the need to consolidate or collaborate with 
adjoining jurisdictions. In addition, the Municipal Boundary Adjustment Unit, along with 
counties, should also provide more information to local governments and citizens about 
consolidation and the state’s processes. 

Our report was researched and written by Valerie Bombach (project manager), Emi Bennett, 
and Becky Burand. During our evaluation, we received full cooperation from the Office of 
Administrative Hearings Municipal Boundary Adjustment Unit and representatives from 
counties, cities, and townships. 

Sincerely, 

James Nobles 

Legislative Auditor
 

Room 140 Centennial Building, 658 Cedar Street, St. Paul, Minnesota  55155-1603  •  Tel:  651-296-4708  •  Fax:  651-296-4712
 

E-mail:  auditor@state.mn.us • Web Site: www.auditor.leg.state.mn.us • Through Minnesota Relay:  1-800-627-3529 or 7-1-1
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Summary 


Key Facts and Findings: 	 Key Recommendations: 

	 Minnesota has over 2,700 local  Consolidation efforts in Minnesota 
units of government that range in should continue to be led by local 
size from very large to extremely government representatives and 
small.  (pp. 4-6) citizens.  Further, local officials 

should consider and pursue such 
	 Consolidations among Minnesota opportunities. (p. 68) 

local governments are rare.  When 
they do occur, they are typically  Minnesota local governments 
initiated by local officials and looking for service delivery 
residents. (pp. 23-27) options should survey citizens to 

determine their interest in 
	 Consolidation can be a costly, consolidation. (p. 73) 

controversial, and complicated 
undertaking, with no guarantee of  The Legislature should amend state 
savings or more efficient laws to allow the state’s chief 
operations due to differences administrative law judge to waive 

There are among potential partners in select procedural requirements for 
opportunities resources, services, and other mergers among cities.  (p. 74) 
around the state factors. (pp. 38-45) 

	 The Legislature should provide to increase 
	 In lieu of consolidation, grants for cities and townships to collaboration and 

cooperative service arrangements 	 evaluate consolidation proposals. 
consolidation and incremental boundary The Municipal Boundary 
among local adjustments are preferred methods Adjustment Unit and counties 
governments. to reconfigure local government should make available more 

services.  (pp. 31-34, 62, 64) 	 information and technical materials 
about consolidation.  (p. 70) 

	 There are opportunities to increase 
collaboration and consolidation  The Legislature should provide 
among local governments around funding for a pilot project to 
the state, particularly among (1) develop a more comprehensive 
smaller jurisdictions with capital- process and guidelines for 
intensive services.  (pp. 39-40, 63, consolidating counties, and 
65) (2) facilitate a merger between 

counties interested in 
	 State funding for local capital consolidating.  (p. 77) 

projects may impact consolidation 
efforts among some local  The Legislature should consider 
governments.  In the past, state ways to encourage more 
funding has helped facilitate local collaboration and consolidation 
collaborative projects; for others, among local governments when 
funding diminished the need to funding capital projects and capital 
consider collaboration or grant programs.  (p. 59) 
consolidation.  (p. 59) 



 

 

 
  

 
 

 

 

 

 
 

 

 

 

 

 

 

x CONSOLIDATION OF LOCAL GOVERNMENTS 

Minnesota has 
several processes 
available to 
consolidate local 
governments, and 
local officials and 
residents most 
often have a say 
in the final 
outcome. 

The ability to 
reduce local 
government costs 
through 
consolidation 
depends in part 
on the extent of 
service overlap 
and duplication 
among potential 
partners. 

Report Summary 

Minnesota had more than 2,700 local 
governments in 2010, and they 
ranged from very large to extremely 
small in population and size.  
Minnesota also had more local 
governments per capita and per 
square mile in 2007 than most other 
states. 

Together, expenditures for counties, 
cities, and townships totaled about 
$11.5 billion in 2009, some of which 
were to provide mandated services. 
Local governments relied mostly on 
taxes to fund their operations, with 
state grants and aids representing a 
smaller share of revenues in recent 
years. 

In Minnesota, counties, cities, and 
townships can use various options to 
improve their efficiencies and service 
delivery. In particular, local officials 
or residents may seek to dissolve or 
fully consolidate local governments.   

State law outlines several processes 
for local governments to combine 
their jurisdictions. For example, the 
Office of Administrative Hearings 
Municipal Boundary Adjustment 
Unit oversees consolidation and other 
boundary adjustments among cities, 
or cities and townships, and the chief 
administrative law judge may initiate 
some proceedings.  However, 
counties handle proceedings among 
townships, while petitions for county 
mergers are handled by the Secretary 
of State and the Governor. Local 
officials and residents also have a say 
in approving most types of 
consolidation actions. 

Rather than consolidate, most local 
representatives prefer alternative 
approaches to improve services 
and costs. 

Since 1980, there have been 
relatively few actions to combine 
local governments (about 38).  Most 
local officials said that their 
jurisdiction would not benefit from 
merging with another local 
government and that they preferred 
cooperative service agreements to 
streamline services and reduce costs.   

Initiating and implementing a 
consolidation can be costly, time-
consuming, and may encounter many 
obstacles. In particular, local 
representatives said that opposition 
by local officials and voters, statutory 
requirements, or differences in how 
local governments finance and 
provide services may impede 
consolidation efforts. 

Consolidation proposals should be 
examined on an individual basis to 
determine when consolidation 
would be beneficial and a better 
alternative than other options.  

According to national research, 
consolidation of local governments 
does not guarantee cost savings or 
more efficient operations.  Studies 
have found that consolidations have 
had mixed results in terms of cost 
savings, service quality, and 
responsiveness of delivery. 

Further, the potential for improving 
local government efficiencies through 
consolidation depends on a number 
of factors, including the assets and 
debts that potential partners would 
bring to a merger.  A jurisdiction’s 
ability to reduce its budget and 
overhead costs through consolidation 
depends in part on the extent of 
service overlap and duplication 



 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

xi SUMMARY 

Although most 
local government 
representatives 
said that their 
jurisdiction would 
not benefit from 
consolidation, 
many said that 
some Minnesota 
local governments 
should 
consolidate. 

Many local 
governments lack 
the expertise or 
resources to 
sufficiently 
evaluate the costs 
and benefits of 
consolidation 
prospects. 

among potential partners and, thus, 
the ability to eliminate excess 
equipment, facilities, or staff.   

Among the benefits to consolidation, 
the literature generally confirms the 
potential for improving average costs 
per capita among smaller 
jurisdictions that provide mostly 
capital-intensive services.  However, 
the benefits will likely vary among 
stakeholders and depend in part on 
the objectives of the consolidation.  

Among several recent consolidation 
efforts in Minnesota, the need for 
large capital investments and 
increased demand for services were 
motivating factors.  Local officials 
cited improved long-range planning 
and facilities, higher bond ratings, 
and improved average costs per 
capita as benefits from the merger.  
However, for some residents, the 
costs of consolidation outweighed the 
benefits, and voters rejected some 
proposals. 

Local jurisdictions should retain 
control over consolidation efforts, 
rather than have the state decide 
which entities should merge. 

Most local representatives and others 
we spoke with said that local 
governments and citizens, and not a 
state entity, should determine when 
and if local governments should 
consolidate. Further, over the last 
three decades, more locally directed 
initiatives than state directed 
initiatives resulted in mergers in 
Minnesota, and national research 
reports similar findings.  Some of this 
success may be because determining 
possible cost savings and service 
improvements among potential 
partners requires knowledge of the 
government entities and their service 
arrangements, which is best provided 

when involving local government 
staff, officials, and residents. 

To facilitate more consolidations 
among cities, the Legislature should 
consider granting the state’s chief 
administrative law judge authority to 
waive procedural requirements under 
Minnesota Statutes 2011, 414.041. 
Specifically, local officials viewed 
some requirements for appointing a 
consolidation commission as too 
challenging to comply with, 
particularly for smaller entities.  

Local officials should consider and 
pursue opportunities to consolidate 
with neighboring jurisdictions. 

Many county, city, and township 
officials indicated support for 
consolidation as an option for their 
own or other jurisdictions. These 
officials and others we spoke with 
had concerns about duplication or 
overlap of similar services and 
equipment in their service area. 

Local officials will need to clearly 
assess voter interest, perhaps through 
surveys or focus groups, and 
reconcile residents’ service demands 
when developing consolidation plans 
and proposals.  Among recent 
consolidation efforts, voters had 
strong concerns about preserving 
existing zoning and land use 
ordinances and fairly allocating 
property tax burdens.  

The Legislature should provide 
grants to help local governments 
study consolidation prospects.  

Many officials that expressed interest 
in consolidation said that they would 
not undertake a merger effort without 
first thoroughly evaluating a 
proposal, but they had neither the 
time nor expertise to do so.  They 
also said it would be difficult to 



 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

xii CONSOLIDATION OF LOCAL GOVERNMENTS 

More work is 
necessary to 
further develop 
the process and 
guidelines for 
county 
consolidations. 

There may be 
greater potential 
for improved 
efficiencies among 
smaller local 
governments with 
capital-intensive 
services, capital 
projects, or 
equipment. 

divert monies from services for such 
a study in times of fiscal constraints.   

To help with these efforts, the 
Municipal Boundary Adjustment 
Unit and counties should provide 
more information and technical 
materials to local governments and 
residents regarding consolidation. 

Given their statutory role and 
responsibilities, Minnesota law 
provides little guidance for 
counties to consolidate. 

Counties may consolidate under the 
same locally directed process— 
Minnesota Statutes, 465.81-465.86— 
that is available to cities and 
townships. However, other state laws 
provide for a different process, but 
contain minimal information for 
carrying out a merger.   

Counties also serve a distinct role in 
delivering state-supervised services 
and other mandated functions on 
behalf of county residents and some 
county officials voiced concerns 
about these requirements as obstacles 
to consolidation. When compared 
with a sample of other states, 
Minnesota imposes a higher 
threshold to initiate and approve a 
merger among counties. 

Proposing a consolidation among two 
or more counties would be a large 
undertaking, in part due to a lack of 
experience in combining Minnesota 
counties. The investment required to 
carry out an initiative and present the 
question to voters also is of concern 
to county representatives, particularly 
when voters may reject the proposal. 

More work by state and local officials 
is necessary to further develop the 
process and guidelines for county 
consolidations. The Legislature 
should provide funding for a pilot 

project to address these issues and to 
facilitate a merger between two 
counties demonstrating a significant 
interest in consolidation. 

The Legislature should give greater 
consideration to how state funding 
for local capital projects affects 
consolidation efforts. 

The state’s funding of some capital 
projects—mostly in smaller 
jurisdictions—had diminished the 
probability of some local 
governments consolidating, 
according to several local 
representatives.  Specifically, because 
state funds supported these capital 
projects, there was no longer an 
incentive for the recipients to 
collaborate or consolidate with 
others. On the other hand, state 
funding for local projects made it 
possible for other jurisdictions to 
carry out large scale collaboration or 
functional consolidation of some 
services. 

Capital costs were a primary factor in 
recent consolidation efforts in 
Minnesota and a deciding factor for 
voters in approving or rejecting some 
mergers. There may be greater 
potential for improved efficiencies 
among local governments with 
capital-intensive services, capital 
projects, or equipment. 



 

 

 
 

 

 

 
 

 

 

 
 

 

 

 

 

Introduction 


Minnesota has over 2,700 local governments, and they range from very large 
to extremely small.  Both the number of local governments and their wide 

variation in capacity have caused legislators and others to periodically consider 
the possible benefits of consolidation.  It is a particularly relevant issue now, a 
time of intense searching for changes that will improve the performance and cost-
effectiveness of government at all levels.   

But local government consolidation is a complex and sensitive concern:  both 
benefits and costs should be considered, as well as alternatives such as 
cooperative service agreements. To help the Legislature give the issue that kind 
of consideration, the Legislative Audit Commission directed the Office of the 
Legislative Auditor for an evaluation.  In response, we designed this evaluation 
to address the following questions: 

	 To what extent have Minnesota townships, cities, and counties 
pursued consolidation? How has consolidation affected the costs and 
services of merged jurisdictions? 

	 What factors facilitate or inhibit consolidation?  Should the state 
create incentives for consolidation?  If so, what approach should the 
state use? 

	 To what extent have local governments used cooperative agreements 
to streamline services and reduce costs? 

Our evaluation focused on Minnesota counties, cities, and townships, and did not 
include special districts or school districts. In our work, we did not seek to 
determine the optimal size, number, or configuration of local governments in 
Minnesota, nor did we examine whether or not certain entities should 
consolidate. Rather, we looked at the existing laws and examined Minnesota’s 
history of local government consolidation over the last 30 years. 

To provide context for our evaluation, we analyzed data from the U.S. Census 
Bureau’s Decennial Census and Census of Governments for Minnesota and other 
states, as well as 2009 financial data reported by local governments to the 
Minnesota State Auditor’s Office.  We also reviewed current and historical laws 
regarding Minnesota local governments, how they may be formed, and their roles 
in delivering services. 

To determine the extent to which local governments in Minnesota pursued 
consolidation over the past three decades, we identified the various ways that 
local jurisdictions can be merged or their boundaries restructured.  We also 
analyzed data on boundary adjustments filed with the Secretary of State and the 
Municipal Boundary Adjustment Unit in the Office of Administrative Hearings 
between 1980 and 2010. 



 

 

 

 
 

 

 

 
   

 

 

 

 

 

 

 

2 CONSOLIDATION OF LOCAL GOVERNMENTS 

We conducted eight case studies of past consolidation efforts in Minnesota.  
Where available, we interviewed local officials and other stakeholders, and 
compiled and reviewed relevant documents on these initiatives.  We also 
collected data from and spoke with officials in nine other states to compare 
consolidation outcomes and processes used in Minnesota with those used 
elsewhere.  However, because consolidation does not happen very often in 
Minnesota, we also conducted a review of the national literature to examine the 
impact of local government consolidation on cost savings and efficiencies, as 
well as factors affecting the outcome of consolidation attempts.   

To obtain additional local government perspectives on consolidation and 
cooperative service agreements, we conducted three surveys:  one of county chief 
administrators, one of city chief administrative officers, and one of township 
clerks. We mailed questionnaires to officials in all 87 counties, 855 cities, and 
1,785 townships in the state. Our response rates were:  82 percent for counties, 
67 percent for cities, and 71 percent for townships.  We conducted follow-up 
interviews with some survey respondents from across the state. 

We also gathered feedback from many other individuals about the value of 
reducing the number of local governments in Minnesota, and consolidation 
generally.  To do this, we spoke with numerous stakeholders, including elected 
officials; current and former Municipal Boundary Adjustment Unit staff; 
legislators and legislative staff; staff from various state agencies and the 
Metropolitan Council; and representatives from a number of interest groups and 
organizations, including the Association of Minnesota Counties, the League of 
Minnesota Cities, the Minnesota Association of Townships, Metro Cities, the 
Minnesota Inter-County Association, and the Minnesota Chamber of Commerce. 

Chapter 1 of this report provides an overview of local governments in Minnesota, 
the services they provide, and state oversight of local government consolidation. 
In Chapter 2, we discuss the processes available to merge local jurisdictions in 
Minnesota and the extent to which they have been used over the last 30 years.  In 
addition, Chapter 2 looks at local governments’ use of cooperative service 
agreements and other boundary adjustment actions in lieu of consolidation.  
Chapter 3 examines why local governments consolidate and presents key 
findings and outcomes from our case studies and literature review.  In Chapter 4, 
we provide background information on local governments’ finances and briefly 
discuss the impact of state funding on local governments’ consolidation efforts.  
In Chapter 5, we present local government officials’ perspectives on 
consolidation, examine the role of the state and local governments in the 
consolidation process, and discuss several obstacles to combining Minnesota 
local governments.  The Appendix at the end of this report lists the statutorily 
required factors local governments must examine when considering 
consolidation. Lastly, we include a “Further Reading” section at the end of this 
report, with a sample list of national research, case studies, and other literature 
regarding consolidation. 



 

 

 

 
 

 

 

 

 

                                                      

  

      

 

 

Background
1 

The pros and cons 
of each 
consolidation 
proposal should 
be examined 
carefully. 

Consolidation is often proposed as a way to reform government.  For 
example, it is frequently suggested that state governments, as well as the 

federal government, would operate more cost-effectively with fewer departments, 
agencies, boards, and commissions. Some reform advocates also suggest that 
reducing the number of separate units of local government—counties, cities, 
townships, and special purpose districts—could achieve greater efficiencies and 
cost savings. On the other hand, many public officials and government reform 
experts caution that consolidation, particularly at the local level, may not always 
produce positive results. At the very least, they suggest that the pros and cons of 
each consolidation proposal should be examined carefully.  In addition, they 
recommend that alternatives to consolidation, such as cooperative service 
agreements, should be considered.   

In this report, we analyze various factors we think are relevant for considering 
local government consolidation as a government reform initiative.  We focus on 
actions by either state government or local governments to reduce the number of 
counties, cities, and townships. We start this chapter by briefly describing the 
number and type of local governments in Minnesota, how they are formed and 
their purposes, the options (including consolidation) for configuring and 
delivering their services, and the role of the state in overseeing these activities. 

LOCAL GOVERNMENTS IN MINNESOTA 


In Minnesota, the term “local government” refers to counties, statutory and home 
rule charter cities, townships, and special districts.1  With the exception of special 
districts, these local government units are also sometimes referred to as general 
purpose governments or political subdivisions.  For the purposes of this 
evaluation, we include counties, cities (also referred to as municipalities), and 
townships in our definition of local government unit (LGU).   

In addition to these LGUs, Minnesota also contains “unorganized territories” or 
“congressional townships,” which are typically 36-square-mile areas that have no 
governance structure; these areas often receive services from their county and/or 
nearby cities.  Townships are generally formed from unorganized territories in 
order to provide more direct governance and services to residents.  We also 

1 See, for example, Minnesota Statutes 2011, 4A.07, subd. 1; 216D.01, subd. 7; and 473.121, 
subd. 6. Minnesota has two types of cities:  statutory (operating under the statutory city code) and 
home rule charter (operating under a local charter that may contain provisions different from state 
law).  A “town” is the governmental or political organization and a “township” generally refers to 
the geographic congressional territory without connection to the governmental organization; 
Minnesota laws use the terms interchangeably.  Throughout this report, the terms town and 
township both refer to the governmental organization.  Some laws include school districts in the 
definition of local governments, but school districts and special districts were not part of our 
evaluation. 



 

   

 

 

   

 

 

                                                      

 

  
 

 

 

  
  

 
   

 

 
  

  
 

     

4 CONSOLIDATION OF LOCAL GOVERNMENTS 

Minnesota had 
more than 2,700 
local government 
units in 2010. 

reference select types of special districts in our report, although special districts 
were not the direct focus of our evaluation.2 

Number and Size 

To provide context for our discussion about consolidating Minnesota’s local 
governments, we looked at the number, population, and size of LGUs in the state.  
We also examined local governments and their populations on a regional level 
using Minnesota’s 13 economic development regions and compared Minnesota’s 
LGUs to LGUs in other states. Figure 1.1 provides a general map of Minnesota 
and its counties, as well as the state’s economic development regions.  Based on 
data from the most recent decennial U.S. Census:   

	 In 2010, there were 87 counties, 854 cities, and 1,785 townships in 
Minnesota, with minimal restrictions on the size or formation of 
these local governments. 

Minnesota had more than 2,700 local government units in 2010.3  Although 
Minnesota law does not impose restrictions on the number or location of 
counties, cities, and townships, statutes do outline parameters for the formation 
of new counties and towns (but not cities).  Specifically, a new county must 
contain at least 400 square miles and have at least 4,000 inhabitants.4  For 
townships, new townships generally must have an area of least 36 square miles, 
unless certain other conditions are met.5 

The population and size of Minnesota’s local governments varied greatly in 
2010. About 82 percent of the state’s 5.3 million residents lived in a city, and the 
remainder resided in either a township (17 percent) or unorganized territory 
(1 percent). Overall, there were 85 cities and 213 townships with populations 
less than 100, and 2 cities and 4 counties with populations greater than 250,000.  

2 Minnesota Statutes 2011, 6.465, subd. 3, defines a special district as a “public entity with a special 
or limited purpose” that is not included as a component of a city, county, or town.  Many special 
districts are formed to carry out services passed on from these other local governments.  Special 
districts include, for example, hospital districts, watershed districts, sanitary districts, regional 
railroad authorities, housing and redevelopment authorities, and the Metropolitan Council. 
3 Minnesota also had 456 special districts in 2007 and 79 unorganized territories in 2010.   
4 Minnesota Statutes 2011, 370.01.  A proposed new county also must have a total taxable market 
value of at least 35 percent of (1) the total taxable market value of the existing county, or (2) the 
average total taxable market value of the existing county (from which the new county would be 
formed). 
5 Under Minnesota Statutes 2011, 379.02, no town shall be so formed, having less than 36 square 
miles, nor have its boundaries changed to reduce its territory below that area, unless after such 
division it shall have at least 25 qualified voters therein, and real estate valued at $30,000 or more; 
and no town shall be divided or have any part detached therefrom so as to make its area less than 36 
square miles, except upon the petition of at least two-thirds of the voters residing in one or both 
areas.  When Minnesota was first organized as a state, any new township had to have a minimum of 
100 inhabitants. Minnesota General Laws 1858, chapter 75, art. 1. 



 

 

 

 

 

 
 

 

5 BACKGROUND 

Figure 1.1: Map of Minnesota County Boundaries and Economic 

Development Regions, 2011 
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SOURCES: U.S. Census Bureau and Minnesota Land Management Information Center. 



 
 

  

   

    
  

      

     
      

  
      

    
      

     
      

      
      

   
      

    

 

 

 

 

  

 

 

 

6 CONSOLIDATION OF LOCAL GOVERNMENTS 

The population 
and size of 
Minnesota’s local 
governments 
varied greatly in 
2010. 

As shown in Table 1.1, city populations ranged from 5 (Funkley and Tenney) to 
382,578 (Minneapolis); county populations varied from a low of 3,558 (Traverse) 
to a high of 1.15 million (Hennepin).  The geographic size of LGUs also varied; 
for example, county size ranged from 170 square miles (Ramsey) to 6,860 square 
miles (St. Louis). 

Table 1.1: Population and Area of Minnesota Local 
Government Units (LGUs), 2010 

Minimum Maximum 
Population Median Number LGU Number LGU 

Counties 22,431 3,558 Traverse 1,154,514 Hennepin 

Cities 685 5 Funkley and Tenneya 382,578 Minneapolis 

Townships 290 5 Hangaard 10,949 White Bear 

Area (Square Miles)b 

Counties 717.1 170.1 Ramsey 6,859.5 St. Louis 

Townships 

Cities 1.3

35.7 

 <0.1 

2.7 Grey Cloud Island 

Tenneya 186.4 

587.3 

Hibbing 

Fall Lake 

NOTE: Local government units include counties, cities, and townships. 


a The City of Tenney dissolved in 2011.
 

b Measured in total area (land and water).
 

SOURCE:  Office of the Legislative Auditor, analysis of U.S. Census Bureau 2010 Census data. 

As we describe later in this report, local governments often participate in 
cooperative service agreements with neighboring jurisdictions to either provide 
or receive services on behalf of their residents.  Thus, we think it is useful to 
assess the number of LGUs per population on a broader, regional level.  We 
found that: 

	 In 2010, the number of local governments per capita varied 
considerably among Minnesota’s economic development regions. 

As shown in Table 1.2, the Twin Cities Metro Area Region had the lowest 
number of LGUs per capita—0.7 per 10,000 population—while the Northwest 
Region had the highest—33.2 LGUs per 10,000 population.  The number of 
LGUs per 100 square miles ranged from about 1.2 in the Arrowhead Region to 
6.4 in the Twin Cities Metro Area Region. The differences among various 
regions on these measures may be due to many factors, including geographic 
size, population density, demographics, and service needs of residents.   



 

 

    
    

   
   
   
   
   
   

  
    

    
   
   
   

    
    

   

 
 

 

 

 

 

 

   

                                                      

 
 

7 BACKGROUND 

Table 1.2: Minnesota Local Government Units (LGUs) 
per Capita and Area by Economic Development 
Region, 2010 

LGUs per 
Economic Development Total Number  10,000 LGUs per 100 
Region and Region Number of LGUsa Population Square Milesb 

Among all states, 
Minnesota had 
the fifth highest 
number of local 
governments per 
capita in 2007. 

West Central—4 330 14.9 3.8 
Southeast—10 306 6.2 4.4 
Northwest—1 286 33.2 3.4 
Arrowhead—3 256 7.8 1.2 
Southwest—8 251 21.1 4.2 
South Central—9 227 9.9 4.3 
North Central—5 220 13.5 3.5 
Twin Cities Metro Area—11 190 0.7 6.4 
Upper Minnesota Valley—6W 136 30.1 4.0 
Headwaters—2 135 16.3 1.8 
Central—7W 132 3.3 4.4 
East Central—7E 131 8.0 3.7 
Southwest Central—6E 126 10.6 4.2 

Minnesota	 2,726 5.1 3.1 

NOTES: Shading represents the median for each measure.  In addition to LGUs, the following regions 
of the state had unorganized territories:  Arrowhead (34 unorganized territories), Headwaters (30), 
Northwest (8), North Central (6), and Twin Cities Metro Area (1-Fort Snelling).  The relatively high 
number of unorganized territories in two regions is partly because two Minnesota counties—Lake of 
the Woods County in the Headwaters Region and Koochiching County in the Arrowhead Region—do 
not have organized township governments; this characteristic is also reflected in their relatively low 
number of LGUs per square mile.  Cities that straddle more than one economic development region 
were included in the region assigned to the county that contained the majority of the city’s population, 
land area, and/or city hall.  

a
 Local government units include counties, cities, and townships.  

b
 Measured in total area (land and water).  

SOURCE:  Office of the Legislative Auditor, analysis of U.S. Census Bureau 2010 Census data. 

When we compared Minnesota’s local governments to those in other states, we 
also found that:  

	 In 2007, Minnesota had more local government units per capita and 
per square mile than most other states.   

Minnesota had the second-highest number of local governments (counties, cities, 
and townships) out of all 50 states, as shown in Table 1.3.6 

6 For this analysis, we used the most recent data available from the U.S. Census Bureau Census of 
Governments. 



 

      
       

  
       

    
   

    
    
   

      
     

      
      

       
      

       
       

      
       

 
 

 

   

 

 

   

                                                      

 

  

 

8 CONSOLIDATION OF LOCAL GOVERNMENTS 

Table 1.3: Local Government Units (LGUs) per Capita and Area, 
Minnesota and Comparison States, 2007 

LGUs per 
Number of National 10,000 National LGUs per 100 National 

Comparison State LGUs Rank Population Rank Square Milesa Rank 

Minnesota 2,729 2 5.1 5 3.1 8 

Pennsylvania 2,628 3 2.1 15 5.7 2 

Ohio 2,334 4 
 2.0 16 5.2 3 

Wisconsin 1,923 6 
 3.4 9 2.9 11
 
Michigan 1,858 7 
 1.9 18 1.9 18
 
Indiana 1,666 9 
 2.6 10 4.6 5 

New York 1,604 10
 0.8 28 2.9 10
 
South Dakota 1,291 13
 15.9 2 1.7 20
 
Georgia 689 16
 0.7 31 1.2 27
 
Washington 320 32
 0.5 42 0.4 38 

United States 

Total 39,043
 1.3 1.0
 
Median 458
 1.2 1.2
 
Minimum 4 
 <0.1 <0.1
 
Maximum 2,833
 25.7 6.7 

NOTES: Local government units include counties, cities, and townships, or comparable units as defined by the U.S. Census Bureau 
Census of Governments.  Rankings are out of 50 states, where “1” indicates the state with the highest number of LGUs, LGUs per capita, 
or LGUs per area.  We selected nine states for comparison purposes based on the number of LGUs and the geographic region of the 
country, among other factors. 

a 
Measured in total area (land and water). 

SOURCE:  Office of the Legislative Auditor, analysis of U.S. Census Bureau 2007 Census of Governments data. 

However, 
Minnesota had 
fewer special 
districts per 
capita than most 
other states. 

Minnesota also ranked fifth in the number of LGUs per capita and eighth in the 
number of LGUs per square mile.7  Minnesota’s relatively high rank on these 
measures is partly due to the existence of township governments here and in just 
19 other states.8  However, among all 50 states, Minnesota had the highest 
number of townships, seventh-highest number of municipalities, and fourteenth-
highest number of counties.9 

In contrast with its relatively high number of counties, cities, and townships, 
Minnesota had fewer special districts than most other states in 2007.  Minnesota 
ranked in the lower half of all states, with 0.9 special districts per 10,000 

7 The four states with more general purpose local governments per capita than Minnesota were 
other Midwestern states with townships—North Dakota, South Dakota, Kansas, and Nebraska. 
8 States with township governments had an average of 1,367 local governments, or more than three 
times the average number of LGUs in states without townships. States without townships had an 
average of 390 units of local government. 
9 On average, states in the U.S. had 63 counties, 390 municipalities, and in states with townships, 
826 townships.   



 

 

 

  

 

 
 

 
 

 

                                                      

  
  

     
  

      

  

 
  

 

 

9 BACKGROUND 

The Legislature 
has authority over 
the formation and 
purpose of local 
governments. 

population, and 0.5 special districts per 100 square miles.10  In Chapter 2, we 
examine trends in the number of LGUs and their populations to help illustrate the 
extent of local government consolidations.   

Purpose of Local Governments 

In Minnesota, state law lays out processes for forming a county, city, or township 
government.  Under the Minnesota Constitution, all local governments derive 
their powers from the Legislature.  The Constitution says: 

The legislature may provide by law for the creation, 
organization, administration, consolidation, division and 
dissolution of local government units and their functions, for the 
change of boundaries thereof, for their elective and appointive 
officers including qualifications for office and for the transfer of 
county seats….11 

The basic notion that local units of government are creations of the state 
legislature has been well established.12  Within this context, the Minnesota 
Legislature has carved out powers and functions for the state’s local 
governments.  As prescribed in state statutes: 

	 In Minnesota, counties generally have distinct roles and 
responsibilities, while cities and townships have many overlapping 
responsibilities and service options. 

Counties historically have been considered “agencies of the state.”  That is, 
counties perform certain administrative functions and deliver certain services to 
residents as instructed by the Legislature—either directly or through executive 
branch agencies—although counties may also offer other services when 
authorized by law.13  Counties are required, for example, to have a county sheriff, 
attorney, auditor, social service agency, and 911 telecommunications system, as 
shown in Table 1.4.  In addition, counties are the only type of LGU that can 
provide a license bureau, a park district, and community corrections services. 

10 Among all states, Minnesota’s rank was 32 on the number of special districts per 10,000 
population, and 40 on the number of special districts per 100 square miles. 
11 Minnesota Constitution, art. XII, sec. 3. Minnesota Constitution, art. XII, sec. 4, also grants any 
local government that adopts a home rule charter more substantive authority in governing its 
community.  However, the provision requires legislation to implement such authority. 
12 For example, see United States Supreme Court, City of Trenton v. State of New Jersey, 262 U.S. 
182, 43 S. Ct. 534 (1923); and Minnesota Supreme Court, Town of Bridgie and Others v. County of 
Koochiching and Others, 277 Minn. 320, 35 N.W.2d 537 (1948). 
13 The 1987 Legislature authorized Ramsey County to obtain “home rule charter” status—a status 
that allows the county to exercise additional powers not otherwise prescribed by the state. 



 

 
  

 
  

  
 
 

 
  
 
  

 

 
  
  
  
  

  

  
 

  
  
 
  
   
 
  
  

  

  
  
 
  
  
  

 
 

 
  

  

  

 

 

10 CONSOLIDATION OF LOCAL GOVERNMENTS 

Table 1.4: Key Services Provided by Minnesota Counties, Cities, and 
Townships, 2011 

Entity Service 

County Required Services 
 Administer social service programs, including public assistance and child welfare, through a social 

service agency 
 Operate a 911 emergency telecommunications system 
 Provide public safety services through a county sheriff’s office 
 Provide legal services, including giving legal advice on county matters and prosecuting felonies, 

through a county attorney’s office 
 Order autopsies through a county coroner or medical examiner’s office 
 Conduct financial audits and prepare financial statements for the county 
 Record, transcribe, and make various county records and documents available to the public 

Optional Services 
 Establish a license bureau to issue any state license or permit 
 Plan for future development and adopt zoning regulations and restrictionsa 

 Conduct a solid waste management programb 

 Develop and operate a community-based corrections programc 

 Repair, maintain, and plow highways, roads, and bridges 

City Optional Services 
 Create departments and advisory boards as deemed necessary for the proper management and 

operation of city affairs 
 Provide public safety services through a police department 
 Establish and maintain sewers 
 Establish and operate a fire department 
 Plan for future development and adopt zoning regulations and restrictions 
 Carry out a housing and redevelopment program 
 Provide and regulate the water supply 
 Repair, maintain, and plow streets 
 Operate and maintain a cemetery 

Township Optional Services 
 Provide for police protection 
 Contract with the county, a nearby city, or volunteer fire department for fire protection 
 Repair, maintain, and plow roads and bridges 
 Buy and maintain a public dump 
 Operate and maintain a cemetery 
 Plan for future development and adopt zoning regulations and restrictions 

In addition to the above services, urban townships can, for example:d 

 Establish and operate a fire department 

 Engage in industrial and commercial development projects
 

NOTES: The services listed above are not exhaustive and only represent a sample of those provided by local governments.  In addition, 
statutes require local governments to elect or appoint specific positions, or impose requirements on the services they do provide. 

a Per Minnesota Statutes 2011, 394.21, this provision does not apply to Hennepin and Ramsey counties. 

b Per Minnesota Statutes 2011, 400.02, this provision does not apply to counties in the seven-county metro area. 

c A county must have a population of 30,000 to provide a community-based corrections program.  Two or more contiguous counties with 
an aggregate population of 30,000 can jointly provide these services. 

d Per Minnesota Statutes 2011, 368.01, towns that meet certain criteria can possess urban powers similar to those of cities. 

SOURCES: Office of the Legislative Auditor, summary of select Minnesota Statutes 2011. 



 

 

 

  

    

 

 
 

  

 

                                                      

 

   

    
 

  
  

 
 

 
  

   
  

  

   

  

11 BACKGROUND 

Counties, and not 
a state entity, are 
responsible for 
approving 
consolidations 
among townships. 

Counties also have a unique role among local governments in that they are 
responsible for approving boundary adjustments among townships as requested 
by their residents and for dissolving a township under certain conditions.14  We 
discuss this county function and township consolidations in later sections of this 
report. 

Most of Minnesota’s 87 counties were formed through an act of the Legislature, 
although some were established or changed by voters under processes authorized 
in state law.15 The number and boundaries of Minnesota counties have not 
changed since 1922, when the last county established—Lake of the Woods 
County—was created from territory that had been part of Beltrami County. 

In contrast with counties, cities and townships have the option to provide certain 
services outlined in law to their residents and may provide different types and 
levels of service.16  Further, cities and townships are created on the initiative of 
property owners and exist to act on behalf of the general welfare of their 
residents.17  Minnesota laws, however, specify areas best served by either a city 
or a township; for example, “the public interest requires that municipalities be 
formed when there exists or will likely exist the necessary resources to provide 
for their economical and efficient operation.”18  In addition, state law broadly 
defines the scope of cities’ services, where “municipal government most 
efficiently provides governmental services in areas intensively developed for 
residential, commercial, industrial, and governmental purposes.”  For example, 
cities may have a housing and redevelopment program and provide and regulate 
water to residents.   

For townships, Minnesota law states that “township government most efficiently 
provides governmental services in areas used or developed for agricultural, open 
space, and rural residence purposes.”19  That is, township governments typically 
serve areas not served by cities, and many provide fewer types of services than 
cities. However, the 1907 Legislature established a provision under which larger 
townships could adopt “urban powers”—powers and authority that are similar to 

14 Minnesota Statutes 2011, 379.02, 365.01, 365.45-365.49, and 368.47. 
15 Minnesota Territorial Laws 1849, chapter 5, secs. 1-9, and Minnesota Statutes 2011, 2.01. 
16 This discussion pertains primarily to statutory cities, whose powers are enumerated in statute. 
Although state law grants cities discretion on the services they may provide, some laws impose 
requirements on the delivery of specific services.  The Legislature also has divided cities into four 
classes—based on population—as a way to provide powers to or impose duties on cities of a certain 
size.  Under Minnesota Statutes 2011, 410.01, Minnesota had 4 first-class cities (those with more 
than 100,000 inhabitants); 51 second-class cities (more than 20,000 and no more than 100,000 
inhabitants); 40 third-class cities (more than 10,000 and no more than 20,000 inhabitants); and 759 
fourth-class cities (not more than 10,000 inhabitants) in 2010. 
17 Minnesota Statutes 2011, chapter 379, 365.10, and 414.02. The city incorporation process may 
be initiated by either a petition of 100 or more property owners or a town board resolution, which 
must be approved by township voters. 
18 Minnesota Statutes 2011, 414.01, subd. 1a. 
19 Minnesota Statutes 2011, 414.01, subd. 1a(2). 



 

  

   

  
 

 

 

 

 
 

                                                      

  
  
  

 

 

  
 

   

 

   

 
  

 

12 CONSOLIDATION OF LOCAL GOVERNMENTS 

In Minnesota, 
counties, cities, 
and townships 
may provide some 
of the same 
services. 

those of statutory cities.20  In 2010, 218 of the state’s 1,785 townships had large 
enough populations to be eligible to have urban powers.21 

Most township governments were formed from Minnesota’s unorganized 
territories.22  Unlike counties and cities, where elected officials are authorized to 
act on local jurisdictional matters and spend monies, a township board generally 
must receive approval from township residents to act.23  Specifically, the 
township board of supervisors must hold public meetings for voters to weigh in 
on most township matters, including any property tax levies of township 
residents.24  Urban townships, however, have more flexibility in the 
administration and delivery of their services.25 

Despite the differing roles of counties, cities, and townships, they have authority 
to provide some of the same services. Both cities and townships can provide—or 
provide for—fire protection services, for example.  All three LGU types may 
operate and maintain cemeteries, provide for public parks, and maintain roads.  
Their authority to provide similar services means that LGUs with overlapping 
jurisdictions could potentially provide the same, or duplicate, services for these 
areas. For example, duplication of services could occur as part of snow plowing 
or maintaining roads. Under this scenario, neighboring jurisdictions would need 
to coordinate responsibility for servicing overlapping roadways to avoid 
duplicating work activities.  Neighboring jurisdictions also could have the same 
services in close proximity to one another, such as public parks or fire 
departments. 

OPTIONS FOR SERVICE DELIVERY AND 
RESTRUCTURING 

Discussions about reforming government structure and services often first focus on 
what processes and restructuring options are available to local governments.  
Currently: 

	 Minnesota local governments have a continuum of options available 
for delivering services and organizing their boundaries. 

20 Laws of Minnesota 1907, chapter 193, sec. 1.  Under Minnesota Statutes 2011, 368.01, a town 
with 1,200 or more residents or a town within 20 miles of the city hall of a first-class city with a 
population of 200,000 has urban township powers.  In addition, a town with a population of 1,000 
or more also can possess urban powers upon affirmative vote of its electors.  
21 As of 2011, there were at least 55 townships with urban powers granted to them through 
Minnesota Statutes 2011, chapter 368, or various other special laws. 
22 Minnesota townships were originally created through the federal land ordinances of 1785 and 
1787.  These ordinances provided for the survey, sale, and legal organization of the territory north 
and west of the Ohio River into congressional townships that were six miles square. 
23 Minnesota Statutes 2011, chapter 365. 
24 Minnesota Statutes 2011, 365.10. 
25 For example, the board of supervisors in townships that have adopted urban powers can operate a 
hospital, establish a board of health, and establish and operate a fire department.   



 

 
 

   

 

   
   

  
 

  

 

 
 

 

 
 

 
 

 
 

  
 

 
  

 

 

 

                                                      

 

13 BACKGROUND 

These service delivery and restructuring options vary in complexity and range 
from providing services exclusively and directly to residents to full consolidation 
of jurisdictions, as shown in Table 1.5. Local governments may use any of these 
arrangements to help fulfill their responsibilities, and they may use more than 
one option for one or more services.  The most direct approach is when a local 
government provides its own services and does not participate in a shared service 
arrangement with another jurisdiction.  If a local government wants to pursue 
alternative ways to deliver services, the least formal approaches involve using 
unwritten or written agreements with other local governments to provide and/or 
receive services.26 

Table 1.5: Continuum of Service Delivery and 
Restructuring for Minnesota Local Governments, 2011 

In Minnesota, Service Delivery Option Description 

there are a range Direct Services 

of options 
Cooperation Unwritten Agreement Two or more local government units (LGUs) 

A local government provides services 
directly and exclusively to its residents 

available to enter a verbal agreement to provide or 
receive services 

Service Agreement Two or more LGUs enter a written 
restructure local 
government 

agreement or contract to provide or receive 
services and servicesa 

Joint Powers Agreement	 Two or more LGUs work together through a 
written agreement to jointly provide a 
service 

Joint Powers Board 

boundaries. 

Two or more LGUs form a board with 
representatives from each to oversee a 
specific service for their jurisdictions 

Functional Consolidation	 Two or more LGUs merge specific 
functions, services, or departments, but 
maintain separate identities and boundaries 

Boundary Changes; A local government’s jurisdictional 
Annexation or boundaries are shifted incrementally to 
Detachment include or exclude property and/or residents 

in its service areas 
Dissolution	 A local government entity ceases to exist, 

whereby it no longer has a governing body 
or provides services to its residents; a 
different entity may then provide some 
services to residents 

Consolidation Structural Consolidation A new entity is formed by merging the entire 
jurisdictions of two or more local 
governments 

NOTE: Townships or unorganized territories also may incorporate into a municipality, which may or 
may not affect jurisdictional boundaries. 

a 
Local governments also may contract with private vendors for services. 

SOURCE:  Office of the Legislative Auditor, summary of select Minnesota Statutes 2011. 

26 See Minnesota Statutes 2011, 471.59, for example. 



 

 

 

   

 
 

  
 

   

  

 

    

  
  

 
 

 
                                                      

  

 

 

 

   

 

14 CONSOLIDATION OF LOCAL GOVERNMENTS 

Local officials or 
residents can 
pursue changes to 
local government 
boundaries. 

Moving along this continuum, local governments can also enter into formal joint 
powers agreements, where two or more entities work together to deliver 
services.27  These agreements can involve creating a joint powers board made up 
of representatives from participating jurisdictions to oversee and/or administer 
the services. Agreements to deliver services jointly can also involve 
consolidating specific services or programs, or combining day-to-day operations 
from two jurisdictions into a single facility.  Sometimes referred to as “functional 
consolidation,” this approach often involves establishing a joint powers board to 
oversee the merged service; however, the participating local governments still 
retain their separate governance structures.  Entities can also create a joint, 
special district for a unique service that allows the participating jurisdictions to 
impose taxes and bring in revenues to fund their operations.28 

In addition to using shared service agreements, counties, cities, and townships, or 
their residents, can pursue several types of changes to their boundaries that alter 
the number of residents served by the local government.  These boundary 
changes are more complex than service agreements and can occur through an 
annexation and/or detachment of land to either include or exclude property.29 

Annexations typically involve small parcels of land, but they may involve larger 
portions.  For example, a city can annex (1) unorganized territory from a county, 
(2) a portion of a township, (3) an entire township, and (4) land from another 
city.  Residents in an unorganized territory may also form a township, which 
could change a county’s service area (but not its boundaries) as some services, 
such as snow plowing and road grading, would be taken over by the township.30 

County boundaries can also be changed under a process separate from the 
process for cities and townships.31 

Another type of boundary adjustment can occur when a township or city 
dissolves, whereby the jurisdiction no longer provides services to its residents or 
has a governing body or boundaries.32  Under this scenario, a different local 
government unit—often a county—may take over responsibility for providing 
some services to residents, or the area is merged into another local government’s 
jurisdiction. 

Finally, at the other end of the service continuum, local governments may fully 
combine their jurisdictions, sometimes referred to as “structural consolidation.”33 

Under this scenario, two or more local governments with a contiguous boundary 
merge into a single governing body that serves their combined geographic areas 
and populations.  This means that their boundary lines become coterminous and 
all government services, programs, and elected positions are reconfigured to 
support a single governing entity.  

27 Ibid. 
28 Minnesota Statutes 2011, chapter 370. 
29 Minnesota Statutes 2011, 414.031, 414.0325, 414.033, 414.06, and 414.061. 
30 Minnesota Statutes 2011, 379.01. 
31 Minnesota Statutes 2011, chapter 370. 
32 Minnesota Statutes 2011, 365.45-365.49, 368.47, and 412.091. 
33 Minnesota Statutes 2011, chapters 371 and 379, 414.041, and 465.81-465.86.  



 

 

 

 

 
 

 

 
 

 

    

                                                      

 

 

 
 

 

 

 

15 BACKGROUND 

Over the years, 
the Legislature 
has delegated to 
various state 
entities the 
authority to direct 
or decide 
consolidation 
issues. 

STATE OVERSIGHT OF CONSOLIDATION 


The Legislature has absolute authority over the formation and purpose of local 
governments in Minnesota.  Over the years, the Legislature has delegated to 
various state entities the authority to direct or decide local government 
consolidation and other boundary adjustment issues.  However, we found that:    

 While the state has had a role in local government consolidation 
issues historically, its involvement has diminished since 2002. 

Specifically, the 1959 Legislature created the Minnesota Municipal Commission 
(more recently referred to as the Minnesota Municipal Board) to address 
concerns about land-use planning stemming from the significant—and 
disorganized—proliferation of cities, villages, and towns during the 1950s.34  The 
commission’s authority was primarily over these entities (and not counties) and 
included: protecting the integrity of land use planning in municipalities, 
townships, and unorganized territories; conducting proceedings and issuing 
orders regarding boundary adjustments, including consolidations; and providing 
for the extension of municipal government into areas in need of such services.  In 
general, the commission had primary control over consolidation actions and 
proceedings filed under Minnesota Statutes, chapter 414. 

In 1993, the Legislature also created the Board of Government Innovation and 
Cooperation (BGIC) and an alternative consolidation method to the Minnesota 
Municipal Board’s processes.35  BGIC provided grants to support local 
governments’ efforts to cooperate on service delivery or to consolidate, and local 
governments that pursued consolidation through the new process had more local 
control than through other processes.36  Unlike the Municipal Board, BGIC’s 
involvement in local government consolidations was only at the request of local 
governments—it could not initiate proceedings.  LGUs that used the BGIC 
process were, however, required to obtain approval of their consolidation plan 
from BGIC.  After nine years, the 2002 Legislature abolished the Board of 
Government Innovation and Cooperation, removed the requirement for state 
approval of consolidation plans, and eliminated grant funding, but retained the 
consolidation processes in law to provide local governments a self-directed 
process to merge.37 

In 1997, the Legislature terminated the Minnesota Municipal Board (effective in 
1999) and transferred its responsibilities to the Minnesota Office of Strategic and 
Long-Range Planning.38  Boundary adjustment activities were then administered 

34 Laws of Minnesota 1959, chapter 686. 
35 Laws of Minnesota 1993, chapter 375, art. 15. 
36 The board also granted local governments waivers to administrative rules and temporary 
exemptions from state procedural laws. 
37 Laws of Minnesota 2002, chapter 220, art. 10, sec. 40. For current laws, see Minnesota Statutes 
2011, 465.81-465.86. 
38 Laws of Minnesota 1997, chapter 202, art. 5, sec. 8; and Laws of Minnesota 1999, chapter 243, 
art. 6, sec. 24. 



 
 

 

 

 

 

 

                                                      

 

 

 

16 CONSOLIDATION OF LOCAL GOVERNMENTS 

Currently, the 
Office of 
Administrative 
Hearings 
Municipal 
Boundary 
Adjustment Unit 
oversees some, 
but not all, 
consolidation 
proceedings. 

through the Office of Strategic and Long-Range Planning Municipal Boundary 
Adjustment Unit (MBAU).  The Office of Strategic and Long-Range Planning 
also contracted with the Office of Administrative Hearings to handle contested 
proceedings, and it established a dispute resolution process to encourage local 
governments to plan jointly for their jurisdictions.  In 2003, state oversight of 
these boundary adjustment activities was transferred from the Office of Strategic 
and Long-Range Planning to the Department of Administration, where the 
Municipal Boundary Adjustment Unit was established as a stand-alone unit; this 
change included reducing the staff size of the MBAU.39 

In 2005, the Municipal Boundary Adjustment Unit was transferred to the Office 
of Administrative Hearings, where the state’s chief administrative law judge 
currently acts as the decisionmaker in boundary adjustment proceedings.  MBAU 
staff activities are limited to overseeing boundary adjustments pursued under 
Minnesota Statutes, chapter 414 (mostly involving actions among cities, or 
between cities and townships).  Occasionally, counties also may be involved in 
these boundary adjustment actions.  However, state law lays out separate 
processes for county-county and township-township mergers, and MBAU 
activities do not include assisting local officials or residents with consolidations 
pursued under these other state processes.  We discuss details of Minnesota’s 
consolidation processes, trends in local governments’ consolidation efforts, and 
LGUs’ use of collaborative service agreements in Chapter 2. 

39 Minnesota Department of Administration, Reorganization Order No. 188, March 13, 2003. 



 

 

 

 

 

 

  

 

 

 

  
   

                                                 

 

 
 

  

 

 

 

Processes and Trends
2 

Minnesota law 
provides for more 
than one process 
and more than 
one method to 
initiate 
consolidation. 

Given the wide array of local government services and responsibilities, 
restructuring counties, cities, and townships can be complicated.  Any 

initiative to fully consolidate two or more local jurisdictions requires determining 
how consolidation should occur and who should be involved.  Consolidations, 
thus, take time—sometimes years—to fully implement, and the processes can 
have a substantial impact on the outcome of a consolidation effort. 

This chapter provides a brief overview of the processes available to merge local 
jurisdictions in Minnesota, including the roles of citizens and state and local 
governments.  We also describe consolidation actions in Minnesota during the 
past several decades, trends in other types of local government boundary 
adjustments, and local governments’ use of cooperative service arrangements in 
lieu of consolidation. 

CONSOLIDATION PROCESSES 
As we discussed in Chapter 1, local governments are creations of the state, and 
the Legislature has the authority to determine their number and configuration. 
Aside from this authority, the Legislature has created other processes to 
restructure local government boundaries and fully consolidate jurisdictions.  
According to state law: 

	 In Minnesota, there are several processes available to consolidate 
local governments, most of which require either residents or local 
governing bodies to initiate an action. 

Generally, consolidation occurs when either two or more local governments 
merge into a single jurisdiction or a local government unit dissolves its governing 
body and boundaries. Table 2.1 outlines these consolidation options and shows 
that these processes, and the state’s involvement, differ somewhat for counties, 
cities, and townships. For each of these types of entities, state law provides for 
more than one process and more than one method to initiate consolidation.  In the 
next section, we briefly describe these processes, including those administered 
through the state’s Municipal Boundary Adjustment Unit, locally directed 
processes, and processes unique to counties.1 

1 In Chapter 1, we provided historical information on various state entities charged with overseeing 
consolidations and other boundary adjustment activities for Minnesota local governments.  
Throughout this report, we occasionally reference actions by state entities—such as the Minnesota 
Municipal Board—that were charged with overseeing processes under Minnesota Statutes 
chapter 414, but no longer exist.  We differentiate among these various entities in our discussions 
when it is appropriate to do so. 



 

  
   

 

  

 

 

   

 
 

 

  

   
 

 

 

 

   

   

 
 

 

 

  

 

 

 
 

 

    

   

 
 

 

 
 

  

 

  
 

  

  

  

 

 

 

18 CONSOLIDATION OF LOCAL GOVERNMENTS 

Table 2.1: Consolidation Options for Minnesota Local Governments, 2011 

Process via 
Minnesota 

Option Statutes 2011 

Consolidation 414.041 
of two or 
more cities 

 465.81
465.86 

Consolidation 414.0325 
of city and 
township 

414.031 
and/or 
414.033 

 465.81
465.86 

Consolidation Chapters 371 
of two or and 373.51 
more 
counties 

 465.81
465.86 

Consolidation Chapter 379 
of two or 
more 
townships 

 465.81
465.86 

Description 

State law specifies procedural requirements and 
factors to consider. The Office of Administrative 
Hearings Municipal Boundary Adjustment Unit 
oversees the process. 

Consolidation follows a maximum two-year period 
of cooperation and planning; no state oversight or 
approval required. 

One or more townships and one or more cities 
may designate an entire township for orderly 
annexation into the city’s jurisdiction. 

The chief administrative law judge may order an 
entire township annexed into a city following 
public testimony and evidentiary hearings.  
Annexation may also occur by city ordinance 
under certain conditions. 

Consolidation follows a maximum two-year period 
of cooperation and planning; no state oversight or 
approval required. 

Voters must submit a petition, or county boards 
must submit a resolution, to the Secretary of 
State for approval.  The Governor then issues a 
proclamation, orders the question be submitted to 
voters, and appoints the first county board. 

Consolidation follows a maximum two-year period 
of cooperation and planning; no state oversight or 
approval required. 

A county board can merge townships or adjust 
township boundaries upon petition of residents in 
affected territories/areas. 

Consolidation follows a two-year period of 
cooperation and planning; no state oversight or 
approval required. 

Who Can Initiate 

Proceedings
 

 Resident voters 
 Governing bodies 
 Chief administrative 

law judge 

 Governing bodies 

Final Voter 

Approval 


Required?
 

Yesa

Yes 

 Governing bodies Xb 

 Property owners No
 Governing bodies 

 Governing bodies Yes 

 Resident voters Yes 
 Governing bodies 

 Governing bodies Yes 

 Resident voters No

 Governing bodies Yes 

Dissolution of 412.091 A city dissolves into a township or unorganized  Resident voters Yes 
a city territory; state approval is not required, although 

the chief administrative law judge must direct 
proceedings.   

Dissolution of 365.45 or A township dissolves into unorganized territory;  Resident voters Yes 
a township 368.47 state approval is not required.  County boardc 

NOTES: State law specifies which actions may be initiated by voter petition, a resolution of one or both governing bodies, or the chief 
administrative law judge.  Consolidations may also occur through special legislation; historically, such actions require final voter approval. 

a 
For actions initiated by residents and approved by resolution, final voter approval is required only if residents request a referendum. 

b 
Minnesota Statutes 2011, 414.0325, does not explicitly require the city or the township to obtain voter approval through final referenda.  

For several recent orderly annexation agreements that subsumed the entire township and dissolved the town board, town officials sought 
approval from electors before entering into the agreement.  The chief administrative law judge, by way of state agency order to extend 
municipal service to an area, also may designate an area for orderly annexation under certain conditions.  

c 
A county board may initiate and approve proceedings only under certain conditions.  Dissolutions initiated under Minnesota Statutes 

2011, 368.47, require final approval by township voters for townships in Cass, Itasca, and St. Louis counties. 

SOURCE:  Office of the Legislative Auditor, summary of select Minnesota Statutes 2011. 



 

 

 

  

  

 

 

                                                 

 
 

  

  

 
  

  
  

   
  

 
  

  
  

   

 

 

19 PROCESSES AND TRENDS 

Consolidation can 
occur by merging 
two or more local 
jurisdictions’ 
services and 
boundaries, or by 
dissolving a local 
government. 

Municipal Boundary Adjustment Unit
Processes – Chapter 414 

Currently, the state’s Municipal Boundary Adjustment Unit and chief 
administrative law judge, through the Office of Administrative Hearings, oversee 
three statutory processes for consolidating local governments:  (1) consolidation 
of cities under Minnesota Statutes, 414.041; (2) orderly annexation agreements 
between cities and townships under Minnesota Statutes, 414.0325; and 
(3) consolidation of cities and townships by order of the chief administrative law 
judge under Minnesota Statutes, 414.031.2 

Under Minnesota Statutes, 414.041, state law sets forth the legal framework, 
governance structure, and procedures and timelines for two or more cities to 
consolidate. This process may be initiated by petition of local residents, 
resolution of the cities’ governing bodies, or order of the state’s chief 
administrative law judge.  The process includes establishing a consolidation 
commission made up of local representatives to:  conduct hearings; evaluate 
various factors regarding the proposed merger; and develop findings, 
recommendations, and a final report for the chief administrative law judge.3  The 
chief administrative law judge then must consider the commission’s findings and 
recommendations and hold public hearings.  The law also outlines conditions 
under which the chief administrative law judge is required to approve the merger 
and refer the matter to voters for final determination.4 

The second procedure overseen by the chief administrative law judge is the 
locally determined “orderly annexation” process by which one or more cities and 
one or more townships can combine.5  Orderly annexation agreements are joint 
agreements between the governing bodies of a city and township that designate 
small or large areas of township land to bring into a city’s jurisdiction.  These 
annexations typically occur incrementally over several years, and they proceed at 
either the initiative of the city or at the request of individual property owners who 
desire additional services beyond those provided by the township.  

2 Under Minnesota Statutes 2011, 414.033, full annexation of a smaller township also could occur 
by city ordinance under certain conditions, for example, if the city entirely surrounded the 
township. Because of the rarity of these circumstances, our discussion of consolidation focuses on 
more commonly used processes. 
3 The Appendix at the end of this report contains a list of these statutory factors to consider.   
4 If a consolidation is initiated by voter petition, a judge’s order for consolidation is final upon 
approval by resolution of each city council, unless at least 10 percent of the voters in each city 
petition for a referendum.  If a consolidation is initiated by resolution of each city council, a 
consolidation order is final unless at least 10 percent of voters in each city petition for a 
referendum. If the chief administrative law judge initiates a consolidation, an order for 
consolidation is not effective unless it is adopted by each city council and by a majority of the 
voters in each city. 
5 Minnesota Statutes 2011, 414.0325.  For this discussion, we focus on consolidation between two 
jurisdictions with governing bodies. Under Minnesota Statutes 2011, 414.0325, subd.1(f), the chief 
administrative law judge may also designate an area of orderly annexation if a state agency—other 
than the Minnesota Pollution Control Agency—orders a municipality to extend service to an area. 
Cities and counties can also enter into orderly annexation agreements regarding unorganized 
territory. 



 
 

 
   

 
      

  

 

 
    

 
  

  
  

 
  

   

 

                                                 

  
  

 

 
  

 
  

 

 

 

20 CONSOLIDATION OF LOCAL GOVERNMENTS 

Orderly 
annexation 
agreements offer 
an alternative, 
incremental 
approach to 
consolidation. 

For many jurisdictions, orderly annexation agreements offer an alternative, 
incremental approach to full consolidation.  Specifically, local governing bodies— 
through a joint resolution—may forego incremental annexation agreements for 
smaller land areas and agree upfront to merge an entire township with one or more 
cities.6 Under this scenario, the entire township can be merged in a single event— 
or portions of the township can be annexed over several years—and the town board 
and governance structure no longer exists.  When full consolidation occurs over 
several years, it gives a city time to expand its services and infrastructure in a more 
cost-effective manner, and allows township landowners more advance notice about 
changes in land use planning.  The chief administrative law judge also is required 
to approve these agreements when they conform to state law.7 

A third process by which an entire township can be annexed by a city is by order 
of the chief administrative law judge.  Under Minnesota Statutes, 414.031, the 
governing body or residents of either a city or a township may petition the chief 
administrative law judge to annex some or all township land.8  However, the 
chief administrative law judge always makes the final decision.  These types of 
actions have almost always involved individual parcels of land—not entire 
townships—and often have been initiated when there was disagreement among 
neighboring governing bodies and/or residents over the demand for services, 
property development and tax revenues, or environmental concerns stemming 
from wastewater. 

Under the consolidation processes in Minnesota Statutes, chapter 414, the state’s 
authority to initiate a consolidation action is restricted to mergers among cities. 
However, the state—currently through the chief administrative law judge—also may 
review the potential for larger Minnesota townships to consolidate with other 
jurisdictions. 9 First established in 1959, these reviews were initially mandatory and 
their intent was to identify and make recommendations to townships that would be 
better served by either incorporating or annexing into a village.  The law has since 
been amended, and now the nature and purpose of these reviews is not explicitly 
defined.  Townships also are not required to act on these recommendations. 

Locally Directed Processes 

Minnesota Statutes, 465.81-465.86, provide an alternative, locally directed 
process for all three types of LGUs to consolidate.  This process involves 

6 Minnesota Statutes 2011, 414.0325 (the orderly annexation process), does not explicitly require 
the city or the township to obtain voter approval through final referenda.  For several recent orderly 
annexation agreements that subsumed the entire township and dissolved the town board, town 
officials sought approval from electors before entering into the agreement.  
7 Under Minnesota Statutes 2011, 414.0325, subd. 1(h), if a joint resolution designates an area as in 
need of orderly annexation, provides for the conditions for its annexation, and states that no 
consideration by the chief administrative law judge is required, the chief administrative law judge 
may review and comment, but shall, within 30 days, order the annexation in accordance with the 
terms of the resolution. 
8 This process can also involve annexations of land in unorganized territories. 
9 Under Minnesota Statutes 2011, 414.051, the chief administrative law judge may conduct reviews 
of townships with populations greater than 2,000 following each federal census. 



 

 

 
 

   

  
 

 
 

 

  
 

    

                                                 

 

  
  

 

  
 

  
 

  

   
  
 

 

 

21 PROCESSES AND TRENDS 

In Minnesota, 
there are several 
processes 
available for 
counties, cities, 
and townships to 
direct and 
administer 
consolidations. 

minimal state oversight, and local governments have more flexibility in handling 
consolidation initiatives when compared to the processes administered through 
the Municipal Boundary Adjustment Unit.10  Under this locally directed process, 
counties may merge with other counties, and cities and townships may merge 
with other cities and/or townships. The process is initiated through a resolution 
of the governing bodies, and local officials are required to develop a 
consolidation plan that includes an initial period of cooperation (up to two years) 
and steps for obtaining approval from voters through referenda.  State law 
requires that the merger be completed within four years of beginning the process. 

State law also outlines a separate process for townships to merge with other 
townships.  This process does not involve state oversight; rather, this function is 
performed by county boards.11  Township voters can petition their county board to 
alter their township boundaries or merge their township with another township.12 

A county board may, but is not required to, approve and act on these requests. 

Residents in cities or townships also may seek to dissolve their governing bodies 
and jurisdictional boundaries.  When a city or township dissolves and the service 
area is not merged with another city or township—that is, the area becomes an 
unorganized territory—another government entity typically provides some 
services to the residents. Often, dissolutions are pursued in small jurisdictions 
that are experiencing challenges in providing services or in finding residents to 
act as governing officials. Occasionally, residents may seek to dissolve their 
LGU when they are dissatisfied with their elected officials.  Although city 
residents must submit a petition to the chief administrative law judge to initiate 
the dissolution of a city, state permission or approval is not required to proceed.13 

Rather, the chief administrative law judge must schedule a referendum for voters 
to approve or reject the action.  For townships, a county board must approve a 
residents’ petition following a town election and affirmative vote on the matter; 
in some situations the county board can initiate the dissolution.14 

10 Local governments still must comply with other Minnesota laws, for example, election laws 
when holding a referendum.  In addition, local governments in the metropolitan area must submit 
their consolidation plan to the Metropolitan Council for review and comment; however, the local 
governments do not need the council’s approval to proceed with their merger. 
11 Minnesota Statutes 2011, 365.01. 
12 Minnesota Statutes 2011, chapter 379.  According to data reported to the Municipal Boundary 
Adjustment Unit, a consolidation among townships rarely occurs (the most recent merger occurred 
in 1993). Rather, counties are more often involved in responding to requests from residents in 
unorganized territories to form townships. 
13 Minnesota Statutes 2011, 412.091.  The petition must be signed by a number of voters equal to 
one-third of those voting in the last preceding city election. 
14 Minnesota Statutes 2011, 365.45-365.49. Minnesota Statutes 2011, 368.47, allows a county 
board to declare by resolution a town dissolved when:  (1) the voters have failed to elect any town 
officials for more than ten years continuously; (2) a town has failed for a period of ten years to 
exercise any of the powers and functions of a town; (3) the market value of a town drops to less 
than $165,000; (4) the tax delinquency of a town, exclusive of taxes that are delinquent or unpaid 
because they are contested in proceedings for the enforcement of taxes, amount to 12 percent of its 
market value; or (5) the state or federal government has acquired title to 50 percent of the real 
estate of a town.  Dissolutions initiated under Minnesota Statutes 2011, 368.47, require final 
approval by resident voters for townships in Cass, Itasca, and St. Louis counties. 



 

 

 
   

 

 
 

 
 

 

  

    
  

  
 

                                                 

 

    
 

 

22 CONSOLIDATION OF LOCAL GOVERNMENTS 

Consolidations 
among counties 
would likely be 
more complicated 
than suggested 
under current 
state laws. 

County Consolidation 

Among the various ways that local governments can pursue consolidation, the 
process under Minnesota Statutes, chapter 414, provides the most direction for 
cities, or cities and townships, to merge. However, 

	 Minnesota law provides minimal guidance for counties to 

consolidate. 


Counties may consolidate under the same locally directed process—Minnesota 
Statutes, 465.81-465.86—that is available to cities and townships.  The process is 
initiated by resolution of the governing bodies and lays out a maximum two-year 
time frame for cooperation and subsequent approval of the consolidation.  Other 
state laws outline different processes for counties to merge, but provide few 
specifics beyond basic timelines, requirements for creating new commissioner 
districts, setting a new tax rate, and appointing new officers.15  For instance, at 
least 90 days before a general election, voters from each county must submit a 
petition, or county boards must submit a resolution, to consolidate to the 
Secretary of State for review and approval.16  The Governor must then issue a 
proclamation at least 60 days before the general election and direct that the 
question of consolidation be presented to voters of the affected counties.  If 
voters approve the consolidation, the Governor appoints a new county board to 
handle county matters until the consolidation becomes effective. 

However, counties serve a distinct role in delivering state-supervised services 
and other mandated functions on behalf of county residents—and for city and 
township governments.  State law also requires counties to maintain certain 
elected or appointed positions for individuals who serve on behalf of all county 
residents. Local officials we spoke with expressed concern that state statutes do 
not clearly specify how counties should reconcile or address these 
responsibilities, or specific factors to consider, when consolidating. 

State laws also lay out conflicting threshold requirements for voter approval of 
county-county mergers.  Specifically, Minnesota Statutes 2011, 465.82, allows 
counties to determine whether a majority of those voting in each county or a majority 
of those voting in the entire area that will be combined is needed to approve the 
consolidation, whereas Minnesota Statutes 2011, 371.07, requires at least 60 percent 
of voters in each county to approve the consolidation proposal.  We discuss these 
requirements and processes for county-county mergers further in Chapter 5. 

TRENDS 

In this section, we examine the use of local government service delivery and 
restructuring options in Minnesota over the past three decades.  First, we look at 

15 Minnesota Statutes 2011, chapter 371. 
16 Minnesota Statutes 2011, 371.02, requires that a petition for each affected county, signed by at 
least one-fourth of those voting in the last general election, be filed. Laws passed in 2011 expands 
the authority to initiate consolidation to county boards by resolution. See Minnesota Statutes 2011, 
373.51. 



 

 

 

 

 

   

 

 
   

  

                                                 
 

 

 
 

 

  

 
 

   
 

   

  

    

 

 

23 PROCESSES AND TRENDS 

In Minnesota, 
there have been 
relatively few 
actions to 
consolidate local 
governments 
since 1980. 

the extent to which Minnesota’s consolidation processes have been used and the 
response of voters to these actions; this includes comparing trends in the number 
of Minnesota’s local governments with those in other states.  We then briefly 
discuss trends in other boundary adjustment activities and local governments’ use 
of cooperative service agreements in lieu of consolidation. 

Consolidation Actions 

We reviewed how often Minnesota local governments have merged or dissolved 
in recent decades, and found that: 

	 Consolidation of two or more local governments rarely occurs in 
Minnesota. 

Despite the availability of numerous statutory processes to consolidate, there 
have been relatively few actions to combine two or more of the state’s local 
governments.17  Since 1980, there have been about three dozen merger attempts 
among cities and/or townships, as shown in Figure 2.1.18  State records also 
indicate that there have been no actions filed to consolidate counties.19  Among 
38 initiatives during this time period, 26 have resulted in fewer local 
governments (27 fewer), and most involved smaller cities and/or townships.20 

For example, the most recent dissolution of a city occurred when voters in the 
City of Tenney (population 5) agreed to dissolve in early 2011.  Prior to that, the 
most recent consolidation proposed to voters involved the cities of Elko and New 
Market in Scott County.  Voters approved this merger in early 2006, thereby 
creating the City of Elko New Market in January 2007.  

17 We based this conclusion on data maintained by the Municipal Boundary Adjustment Unit and the 
Secretary of State.  The Municipal Boundary Adjustment Unit maintains records and oversees 
processes pursued under Minnesota Statutes, chapter 414.  MBAU also keeps some historical records 
of, but does not oversee, consolidation efforts pursued under Minnesota Statutes, 465.81-465.86 (the 
locally directed process).  MBAU also does not oversee or have authority over county-county 
consolidation activities or township-township mergers pursued under other processes. 

18 The 38 initiatives include actions filed and reported to the Municipal Boundary Adjustment Unit 
between January 1980 and December 2010, the filing and dissolution of the City of Tenney in 
February 2011, and actions initiated through resolution under Minnesota Statutes 2011, 465.81
465.86. In addition to the initiatives and entities listed here, other local governments also may have 
initiated consolidation within their jurisdiction during this time period. 
19 This analysis is based on records kept by the Secretary of State.  State law requires county 
residents and—as of July 2011—county boards seeking to consolidate to file a petition and/or 
notice with the Secretary of State. 
20 We also surveyed LGU officials about the extent to which their jurisdictions have pursued a 
merger with another entity in recent years.  Only 2 percent of respondents reported that their local 
government had taken actions toward consolidation between 2005 and 2011.  Other than the 
consolidation of Elko and New Market in 2007, only 39 respondents—from cities and townships 
only—reported taking any action.  The most common activities reported were that (1) governing 
board members’ had initiated a resolution for consolidation and (2) LGUs had surveyed citizens to 
determine their interest in consolidation. 



 

 

 

  

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

  

 

  
 

  

24 CONSOLIDATION OF LOCAL GOVERNMENTS 

Figure 2.1: Initiatives to Consolidate Minnesota Local Jurisdictions, 
January 1980-February 2011 
















Consolidation or Dissolution Attempted 
But Did Not Occur 

Dissolution 

Consolidation Through Voter Referenda 
or Resolution 

Orderly Annexation of Entire Township 

Annexation of Township by 
Chief Administrative Law Judge Order 

NOTES: The figure represents initiatives to consolidate or dissolve Minnesota cities and townships.  There have been no attempts by 
Minnesota counties to merge during this time period.  More information about these initiatives is contained in Table 2.2. 

SOURCE:  Minnesota Municipal Boundary Adjustment Unit. 



 

 

 

 

  

  

 
 

 

 
 

 

  

  

                                                 

 

  
  

  
  

 
   

 

25 PROCESSES AND TRENDS 

Actions to 
dissolve a city or 
township do not 
happen very often 
in Minnesota. 

How Consolidation Actions Were Initiated 

Depending on the process, Minnesota law allows for the state, local governing 
bodies, or residents to commence a merger or dissolution of local governments.  
We examined how consolidation actions in Minnesota have been started and 
found that: 

	 Over the past three decades, most local government consolidation 
actions were initiated by either local governing bodies or citizens. 

Out of 38 efforts to reduce the number of local governments, 33 were initiated by 
either resolution of the governing bodies or a petition by residents.21 The 
remaining five were directed by the Minnesota Municipal Board during the 
1990s.  Table 2.2 shows these efforts, how they were initiated, and the final 
results. For example, a few townships merged with other townships—most of 
these actions occurred through residents’ petition to their county board.  

In 7 of these 38 consolidation actions, city and township governing bodies—by 
board resolution—fully merged their jurisdictions using the orderly annexation 
process.22  Some of these efforts involved multi-year incremental annexation of 
township sections, but most involved immediate annexation of entire township 
land. Overall, more of these orderly annexation agreements (four) occurred in 
the 2000s than in the previous two decades combined.   

Among the various ways to reduce the number of Minnesota local governments, 
actions to dissolve an LGU have not happened very often, also shown in 
Table 2.2. Since 1980, four townships have been dissolved and became 
unorganized territories—most of these occurred in the 1990s.  Three of these 
dissolutions were at the initiative of township residents; one occurred through 
special legislation and county board action.  Among cities, there have been only 
four petitions by residents filed with the state to dissolve; three of which were 
approved by voters.    

21 We based our analysis on state records from January 1980 through February 2011. 
22 The seven orderly annexation agreements referenced here include those actions where the 
township was fully annexed by January 2012.  There were seven additional such agreements filed 
with MBAU between January 1980 and December 2010 that designate an entire township for 
eventual annexation over the next several years or decades.  These additional agreements involved 
the following cities and townships:  Fergus Falls and Fergus Falls Township, Becker and Becker 
Township, Gilbert and Fayal Township, Mankato and South Bend Township, Shakopee and 
Jackson Township, and Sartell and LeSauk Township.  One agreement—between Hutchinson and 
Lynn Township—was also filed but later rescinded. 



 

 

 

   
 

  
  

  

 
 

 
    

 

  
   

      
   

  
  

  
  

   
   

    

  
 

 
 

    

  
    

   
    

  
 

 
   

 
    

 

 
 

    

   

 
 

    

  
 

   

   
 

  

26 CONSOLIDATION OF LOCAL GOVERNMENTS 

Table 2.2: Consolidation Actions in Minnesota and Results, 1980-2011 
Approx. 

Year 
Consolidation Type and Jurisdictions Initiated Method of Initiation Results 

Consolidation:  Minnesota Statutes 2011, 465.81-465.86 (Locally directed) 
Norwood/Young America 1994 Resolution Voters approved 
Redwood Falls/North Redwood 1996 Resolution Voters approved 
Orono/Long Lake 1999 Resolution Voters rejected 
Baytown/Lake Elmo 1999 Resolution Voters rejected 
Rockville/Pleasant Lake/Rockville Twp 2001 Resolution Voters approved 
New London/Spicer/New London Twp 2001 Resolution Voters rejected 
Elko/New Market 2004 Resolution Voters approved 

Consolidation:  Minnesota Statutes 2011, 414.041 (Process involves state oversight) 
Deephaven/Greenwood 1983 Resolution Voters rejected 
International Falls/South International Falls 1988 Resolution Voters approved 
Centerville/Lino Lakes 1991 Residents’ petition Municipal Board denied 
Branch/North Branch 1992 Resolution Voters approved 
Lexington/Blaine 1993 Residents’ petition Council rejected 
Virginia/Franklin 1993 Resolution Approved w/o referendum 
Rushford/Rushford Village 1994 Municipal Board order Council/residents rejected 
Albertville/Otsego 1995 Municipal Board order Board rescinded order 
Winona/Goodview 1995 Municipal Board order Council/residents rejected 
St. Cloud/Waite Park 1996 Municipal Board order Board rescinded order 
Minnetrista/St. Bonifacius 1997 Municipal Board order Voters rejected 

City Dissolution:  Minnesota Statutes 2011, 412.091 (Locally directed)   
Island View 1990 Residents’ petition Voters approved 
Kingston 2002 Residents’ petition Voters rejected 
Ronneby 2008 Residents’ petition Voters approved 
Tenney 2011 Residents’ petition Voters approved 

Township Dissolution:  Minnesota Statutes 2011, 365.45-365.49 (Locally directed; county board administered) 
McKinley 1990 Residents’ petition Voters approved 
Dean Lake  1994 Residents’ petition Voters approved 
Wahnena 1995 Residents’ petition Voters approved 
North Red River  2000 Resolution; Minnesota Laws 2000, chapter 256 

Orderly Annexation:  Minnesota Statutes 2011, 414.0325 (Locally directed; process involves state oversight) 
St. Cloud/Waite Park/St. Cloud Twp 1995 Resolution 
St. Michael/Otsego/Albertville/Frankfort Twp 1996 Resolution 
Grand Rapids/LaPrairie/Coleraine/Grand Rapids Twp 1999 Resolution 

Statute does not require 
Pequot Lakes/Sibley Twp 2002 Resolution 

final referenda
Rogers/Hassan Twp 2003 Resolution 

Wyoming/Wyoming Twp 2005 Resolution 

Chaska/Chaska Twp 2005 Resolution 


Township Consolidation:  Minnesota Statutes 2011, 379.02-379.04, 379.06 (Locally directed; county board administered) 
Clough/Cushing  1989 Residents’ petition 

Statute does not require 
Grove Park/Tilden 1992 Residents’ petition 

final referenda
Meadowlands/Payne 1993 Residents’ petition 

Annexation by Chief Administrative Law Judge Order:  Minnesota Statutes 2011, 414.031 
Winona/Goodview/Winona Twp 1995 Resolution Statute does not require 
Forest Lake/Forest Lake Twp 1999 Residents’ petition final referenda 

NOTES: Some actions involved multiple filings under multiple processes or required special legislation; jurisdictions are listed under the 
process by which the action was primarily resolved.  Orderly annexations include agreements where the entire township was annexed by 
January 2012.  In addition to the entities listed here, other local governments may have initiated consolidation during this time period.  
For example, the City of Kinney and Great Scott Township received a state grant to study consolidation. 

SOURCE:  Office of the Legislative Auditor, summary of public documents and Municipal Boundary Adjustment Unit data. 



 

 
  

 

 

  

 
 

 
 

 

 
 

  

 

 

 
 

 

 

                                                 

 

 
 

   

 
 

27 PROCESSES AND TRENDS 

Local government 
consolidations 
rarely occur by 
order of the state. 

Finally, the process by which an entire township is annexed by order of the state 
has occurred only twice in the last three decades:  in 1995, the Winona City 
Council submitted a resolution to the Minnesota Municipal Board seeking to 
annex all of Winona Township; and in 1999, Forest Lake Township residents 
submitted a petition to the Municipal Board seeking to be annexed into the City 
of Forest Lake. Both of these actions were prompted in part by disputes over 
development and environmental issues.  Following multi-year contested 
proceedings and attempts to resolve the conflicts through arbitration, the state’s 
chief administrative law judge granted these requests for annexation.  Because of 
the rarity of two jurisdictions merging under these circumstances, we focus on 
the other procedures for consolidating local governments in the remainder of this 
report. 

Voter Approval of Consolidation Proposals 

Over the last three decades, most consolidation and dissolution initiatives used an 
approach that involved obtaining approval from voters.23  As shown in Table 2.2, 
these initiatives included: 2 in the 1980s, 17 in the 1990s, and 6 since 2000. 
Among the other 13 actions, 7 mergers occurred through the orderly annexation 
process.24  Three other actions were initiated by township residents to consolidate 
with another township; these were approved by the respective county boards.  
Only two consolidations—each involving a city and a township—occurred by 
order of the chief administrative law judge.  The remaining action was to dissolve 
a township through special legislation and a voter referendum was not required. 
We found that: 

	 Since 1980, Minnesota voters and local governing bodies have 
approved the majority of locally initiated consolidation proposals 
and rejected every consolidation action ordered by the state.  

Specifically, voters approved four of the seven consolidation efforts that used the 
locally directed process (Minnesota Statutes, 465.81) and proceeded to referenda.  
Voters also approved three of the six actions initiated by residents or local 
governing bodies to merge through the process in Minnesota Statutes, chapter 
414.041.  In contrast, among the five consolidation actions formally initiated by 
the state’s Municipal Board during the 1990s, either the governing bodies and/or 
voters rejected the proposal or the board rescinded its order.  

Number of Local Governments, 1980-2010 

To better understand the outcomes of local government consolidation actions, we 
looked at trends in the number of counties, cities, and townships in Minnesota  

23 Statement is based on actions reported to or filed with the Municipal Boundary Adjustment Unit 
or included in other state records.  
24 As we discussed earlier in this chapter, Minnesota Statutes 2011, 414.0325, does not require final 
referenda be held by either the city or the township.  For several recent orderly annexation 
agreements that subsumed the entire township and dissolved the town board, town officials sought 
approval from electors before entering into the agreement. 



 

 

 

 
 

 

 

 

 

 
 

   

  

                                                 
 

  
 

   
  

 

28 CONSOLIDATION OF LOCAL GOVERNMENTS 

Since 1980, the 
overall number of 
Minnesota local 
government units 
decreased by less 
than 0.4 percent. 

between 1980 and 2010 and compared these changes with trends in the state’s 
population.  First, we found that: 

	 Over the past three decades, there has been little change in the 
overall number of Minnesota counties, cities, and townships. 

Between 1980 and 2010, the overall number of Minnesota local government units 
(LGUs) decreased less than 0.4 percent, from 2,735 in 1980 to 2,726 in 2010. 
During this time period, there were no changes in the number of counties, no net 
changes in the number of cities, and a net decrease of nine townships.  Among 
the state’s 13 economic development regions, the Arrowhead Region gained the 
most LGUs (seven total, all townships) and the Central Region lost the most (five 
total).25  Overall, the change in the number of Minnesota’s LGUs during this time 
period was quite small compared with the total number of LGUs. 

When we compared the changes in the number of LGUs to the state’s population, 
however, we found that: 

	 Due largely to an increase in the state’s population, the overall 
number of Minnesota local governments per capita declined, 
although these changes varied considerably around the state. 

While the state’s overall population grew 30 percent from 4.1 million in 1980 to 
5.3 million in 2010, the number of LGUs per capita decreased 23 percent, from 
6.7 per 10,000 population down to 5.1 per 10,000 population.  Different regions 
of the state, however, experienced different growth levels, as shown in 
Figure 2.2. For example, the state’s Central Region experienced an 81-percent 
increase in population and a decrease of 5 LGUs, resulting in a 47-percent 
decrease in LGUs per capita.  That is, counties, cities, and townships in the 
Central Region served many more residents in 2010 than they did in 1980 and 
did so with fewer LGUs.  On the other hand, the Upper Minnesota Valley Region 
lost about 24 percent of its population but maintained the same number of LGUs, 
resulting in a 32-percent increase in the number of LGUs per capita. 

25 The net changes in the number of local government units in each economic development region 
from 1980 to 2010 were: Twin Cities Metro Area (-4), North Central (-4), Northwest (-3), East 
Central (-2), Southeast (-1), Southwest (-1), Southwest Central (0), South Central (0), Upper 
Minnesota Valley (0), West Central (1), and Headwaters (+3).  During this same time period, the 
overall number of unorganized territories increased by 19. 



 

 

 

 

 

 

 

 
 

 
 

 

 

 
 

 

 
 

 

   

29 PROCESSES AND TRENDS 

Figure 2.2: Percentage Change in Minnesota Local Government Units 
per Capita by Economic Development Region, 1980-2010 

West Central 
-8.3% 

Northwest 
+11.8% 

Headwaters 
-22.2% 

Arrowhead 
+8.2% 

East Central 
-40.0% 

North Central 
-20.9% 

Upper 
Minnesota 

Valley 
+32.4% 

Southwest 
Central 
-9.0% 

Central 
-46.8% 

Twin Cities 
Metro Area 

-31.8% 

Southeast 
-18.7% 

South Central 
-3.2% 

Southwest 
+14.5% 

NOTES: The changes in LGUs per capita are largely due to growth and shifts in population.  Between 1980 and 2010, Minnesota 
experienced a 30-percent increase in population overall but a 0.3-percent decrease in LGUs—resulting in a 23-percent decrease in LGUs 
per capita. The net changes in the number of local government units in each economic development region from 1980 to 2010 were:  
Twin Cities Metro Area (-4), North Central (-4), Northwest (-3), East Central (-2), Southeast (-1), Southwest (-1), Southwest Central (0), 
South Central (0), Upper Minnesota Valley (0), West Central (1), and Headwaters (+3). 

SOURCE:  Office of the Legislative Auditor, analysis of U.S. Census Bureau and Minnesota Land Management Information Center data. 



 

 

 

   

 
 

  
 

 
    

  
 

  
 

 
  

  
   

   
    

   
   

   
   

   

 

 

 

                                                 

   
 

 

30 CONSOLIDATION OF LOCAL GOVERNMENTS 

We also compared trends in the number of Minnesota’s LGUs and populations 
with those in other states.  We found that: 

	 Minnesota’s decrease in local governments per capita between 1992 
and 2007 is close to the national average.  

Between 1992 and 2007, Minnesota had the fourth largest net decrease in the 
number of general purpose LGUs—15 total—among all states.  However, 
Minnesota’s change in the number of LGUs per capita was similar to the national 
average (an 18-percent decrease), where Minnesota ranked 21st among all states 
on this measure, as shown in Table 2.3. 

Among all states, 
Minnesota had Table 2.3: Change in the Number of Local
the fourth largest Government Units (LGUs) per Capita, Minnesota and
net decrease in Comparison States, 1992-2007
LGUs between 
1992 and 2007. Net Change in 

State LGUs 

Minnesota -15 

South Dakota -52 
Ohio -10 
Pennsylvania -8 
Georgia -4 
Michigan -1 
New York -1 
Indiana +1
Wisconsin +2
Washington +13 

United States  
Total +66 
Median +1
Average +1
Range -52 to +38 

Change in Number of LGUs per Capita 

Percentage Change 

-18.0% 

National Rank 

21 

-17.8 
-6.4 
-6.7 

-33.5 
-6.0 
-7.2 

-14.4 
-13.9 
-24.6 

22 
47 
45 
6 

48 
43 
29 
31 
14 

-19.3% 
-16.8 
-18.2 

-54.2 to -2.9 

NOTES: Local government units include counties, cities, and townships, or comparable units as 
defined by the U.S. Census Bureau Census of Governments.  “National Rank” places states in order 
of the percentage change in the per capita number of LGUs, where “1” is the largest percentage 
decrease. Minnesota had the fourth highest net decrease in LGUs between 1992 and 2007.  

SOURCE:  Office of the Legislative Auditor, analysis of U.S. Census Bureau Census of Governments, 
1992 and 2007. 

Like other states, the number or configuration of Minnesota counties has not 
changed for many years.  According to the U.S. Census Bureau, eight states 
reported net changes in the number of counties between 1992 and 2007.26  Five 
of these states reported a decrease of between one and three counties, resulting 

26 One state—Massachusetts—abolished all but six of its county governments between 1997 and 
2000.  The functions of the abolished counties were turned over to the state, but their boundaries 
still serve as political districts for election purposes.  



 

 

 

 
 

 
    

  

 

 
 

 

   

 

 

  

                                                 

 
  

 
 

 

31 PROCESSES AND TRENDS 

The great 
majority of 
boundary 
adjustments have 
been initiated by 
property owners. 

mostly from city-county consolidations. The remaining two states reported net 
increases in the number of counties.  

Changes in the number of LGUs and LGUs per capita present only a partial 
picture of efforts to reconfigure local government services in Minnesota.  For 
example, there are many types of special districts in Minnesota, which may 
provide services or serve purposes previously provided by and shifted from 
general purpose LGUs.  Between 1992 and 2007, the number of special districts 
in Minnesota grew by 21 percent (from 377 to 456), close to the median change 
among all states.27 

Other Boundary Adjustments, 1980-2010 

As we discussed in Chapter 1, Minnesota law provides for alternative ways to 
restructure local government boundaries and services in lieu of consolidation.  
We found that: 

	 Between 1980 and 2010, Minnesota local governing bodies and 
citizens have more often sought incremental boundary adjustments 
than full consolidation of their jurisdictions. 

Between 1980 and 2010, there were about 7,000 filings to adjust local 
government boundaries; the great majority of these actions were initiated by 
property owners.28  Ninety-one percent of filings involved annexation of parcels 
of land, either by city ordinance or order of the chief administrative law judge 
(58 percent) or orderly annexation (33 percent).  About 5 percent of boundary 
adjustments involved detachments, where property owners sought to detach land 
from one LGU and annex it to another. In contrast, less than 5 percent of 
boundary adjustment actions were to fully merge two or more cities and/or 
townships.29 

Among all types of boundary adjustments, local governments’ use of orderly 
annexations involving parcels of land increased the most between the 1980s and 
2000s, as shown in Figure 2.3.  Filings for annexation by city ordinance also 
increased between the 1980s and 1990s, but were about the same during the last 
two decades. 

27 Due to changes in reporting requirements for the U.S. Census Bureau Census of Governments, 
we did not use data prior to 1992 for this analysis. 
28 We based this analysis on data from the Municipal Boundary Adjustment Unit and state records 
from other sources. 
29 Percentage represents all filings to dissolve or consolidate cities and/or townships and include 
individual filings that are part of orderly annexation agreements to annex an entire township. 



 

  
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  

 

 

 

 

 

 

32 CONSOLIDATION OF LOCAL GOVERNMENTS 

Figure 2.3: Boundary Adjustment Activities in 
Minnesota, Filings 1980-2010 

Number of Boundary Adjustment Filings 
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1980s 1990s 2000s 

NOTES: “Detachments” includes actions filed as a detachment and those filed as combined 
detachment and annexation proceedings.  “All Other Filings” includes dissolutions, incorporations, 
and orderly annexations that subsume an entire township.  Between January and September 2010, 
boundary adjustments filed with the Municipal Boundary Adjustment Unit included:  annexation by 
ordinance (39), orderly annexation (58), and detachments (10). 

SOURCE:  Office of the Legislative Auditor, analysis of Municipal Boundary Adjustment Unit data and 
state records. 

Cooperative Service Activities, 2005-2010 

For many services, local governments can use cooperative agreements to 
restructure service delivery to their residents, rather than pursue more 
complicated boundary changes or consolidation.  We surveyed representatives 
from counties, cities, and townships on their use of cooperative service 



 

 

 

  
 

   

 

   

 

  

 

 

 

                                                 

 
 
 

    

  
 

 

 

33 PROCESSES AND TRENDS 

Many counties, 
cities, and 
townships 
reported that they 
collaborated with 
more LGUs in 
2010 than in 2005. 

agreements over the past five years.  This section discusses key findings from our 
surveys.30  We found that, in contrast with infrequent consolidation actions: 

	 The majority of local governments reported that they had cooperative 
service agreements in 2010, and local governments’ collaborative 
efforts have increased in recent years. 

Among survey respondents, all county representatives, 74 percent of city 
representatives, and 66 percent of township representatives reported that their 
LGU participated in at least one cooperative service agreement with another local 
government in 2010.  In general, counties had more cooperative service 
agreements in place in 2010 than did cities or townships; counties had a median 
of 20 cooperative service agreements, while cities had 6 and townships had 3.31 

In addition, among local government representatives that reported they had a 
cooperative service agreement in 2010, 80 percent of county respondents 
reported that the number of cities, counties, and townships that their county 
collaborated with increased between 2005 and 2010. Meanwhile, 40 percent of 
city respondents and 13 percent of township respondents said their LGU 
collaborated with more local governments in 2010 than in 2005.  Sixty-eight 
percent of county respondents also reported that their county collaborated in 
more service areas in 2010 than in 2005, while 34 percent of city respondents 
and 11 percent of township respondents said their LGU collaborated in more 
service areas in 2010. 

When we looked at the types of service collaborations that survey respondents 
participated in, we found that: 

	 In 2010, counties’ collaborative arrangements involved joint powers 
boards, joint agencies, or joint service districts more often than did 
cities’ or townships’ arrangements. 

Many county respondents reported that, among their shared service 
arrangements, they had progressed beyond a service agreement to establishing a 

30 To obtain local government perspectives on consolidation and cooperative service agreements, 
we conducted three surveys:  one of county chief administrators, one of city chief administrative 
officers, and one of township clerks.  We mailed questionnaires to officials in all 87 counties, 855 
cities, and 1,785 townships in the state.  Our response rates were: 82 percent for counties, 67 
percent for cities, and 71 percent for townships. We provide survey results for select questions 
online at http://www.auditor.leg.state.mn.us/ped/2012/consollocgov.htm. 
31 Counties’ collaboration with more LGUs than cities or townships is likely an artifact of their 
relative size and proximity compared with other local governments, where county boundaries 
surround numerous cities and townships, and thus, they may have greater opportunities to 
collaborate. 



 

 

  
 

 
 

 
  

                                                 

  

   
 

 
  

 
 

  

34 CONSOLIDATION OF LOCAL GOVERNMENTS 

joint powers board or merging select services.32  Overall, counties had a median 
of nine joint boards, agencies, or districts that represented a range of service 
areas, while cities and townships had two and one, respectively.33 

Finally, when we asked about the nature of LGUs’ written service agreements, 
we found that: 

	 Counties more often had agreements to provide services to other 
LGUs, while townships more often had agreements to receive 
services.  

Among counties, 85 percent of respondents reported that they had written service 
agreements to provide services, while 63 percent reported they had agreements to 
receive services. Among township respondents, 17 percent reported that they 
had agreements to provide services and 46 percent reported they had agreements 
to receive services.  About equal shares of city respondents reported that they had 
agreements to provide or receive services. 

There may be many reasons why there is not more consolidation among local 
governments, including:  preferences for service type, fewer services or lower 
service levels overall, geographic size, or lack of desired expertise or resources 
among neighboring jurisdictions.  We discuss these and other obstacles to 
collaboration and consolidation in Chapter 5.  In the next chapter, we review 
more closely consolidation efforts and outcomes in Minnesota and elsewhere and 
discuss findings from the national literature on the potential for consolidation to 
improve the efficiency of local governments. 

32 Respondents provided us with numerous examples of these efforts, including:  building a regional 
joint juvenile corrections facility for use by participating entities; merging five public safety 
dispatch centers into a single facility; and merging multiple counties’ health and human services 
departments. For example, Lincoln, Lyon, Murray, Pipestone, and Rock counties established a 
joint public health board to serve their residents under Minnesota Statutes, 145A.03, subd. 2.  
Several jurisdictions reported that they have standing organizations with representatives from 
neighboring LGUs to improve service efficiencies.  For example, the long-standing Scott County 
Association for Leadership and Efficiency facilitates opportunities for cost and service sharing 
among LGUs within Scott County (and with other jurisdictions). 
33 For example, for townships, these arrangements were most often in the area of fire, emergency 
medical services, and rescue services.  Cities most often had a joint entity to provide services for: 
general government, administration, and libraries; law enforcement; fire, emergency medical 
services, and rescue; and sanitation, sewer, and utilities. 



 

 

 

 

 

 

 
   

  

  
 

 

                                                 

 
 

 
  

   
 

    

 

 

Consolidation Outcomes
3 

Consolidation 
proposals often 
have multiple 
objectives, 
including 
reducing costs. 

As we discussed in Chapter 2, complete mergers of two or more local 
governments occur infrequently in Minnesota.  In this chapter, we examine 

the circumstances under which consolidations are initiated, the costs and benefits 
of consolidating, and the outcomes of past consolidation efforts.  For our work, 
we relied on national research on this topic and looked in-depth at a sample of 
eight local government consolidation actions undertaken in Minnesota since 
1997.1  Among these eight case studies, five actions resulted in the jurisdictions 
merging; the remaining three initiatives were rejected by voters.  To provide 
context, we also spoke with representatives from nine other states about their 
experiences with consolidation.    

REASONS WHY LOCAL GOVERNMENTS 
CONSOLIDATE 

Local governing bodies, state officials, and residents pursue consolidation for a 
variety of reasons, and these reasons may differ among individuals or entities.  
Commonly, their objectives may include a desire to achieve greater efficiency in 
government operations or in capital spending in order to lower tax rates.  
According to the national literature: 

	 Opportunities for cost-savings and economies of scale often are an 
impetus for consolidation, but they are not the only factors. 

Beyond these objectives, national research also identified increasing economic 
growth and reducing urban sprawl as motivating factors for pursuing consolidation. 
Frequently, local governments also seek increased equity between the resources of 
neighboring jurisdictions and payment for services used by their residents.  

Among our eight Minnesota case studies, the most cited reasons for consolidating 
were: 

	 Concerns about coordinating long-term planning with neighboring 
jurisdictions, in some cases prompted by population growth and 
development pressures;  

	 Recent annexation and/or detachment actions; 

1 These eight consolidation initiatives included the following five initiated under the locally 
directed process Minnesota Statutes, 465.81-465.86:  the cities of Elko and New Market; the cities 
of Norwood and Young America; New London Township and the cities of New London and 
Spicer; Rockville Township and the cities of Rockville and Pleasant Lake; and the cities of Long 
Lake and Orono.  One effort involving the cities of St. Bonifacius and Minnetrista was initiated by 
the state under Minnesota Statutes, 414.041.  The remaining two used the orderly annexation 
process under Minnesota Statutes, 414.0325:  the City of Pequot Lakes and Sibley Township; and 
Grand Rapids Township and the cities of Grand Rapids, LaPrairie, and Coleraine. More 
information about these initiatives is contained in Chapter 2, Table 2.2. 



 
 

 

 
 

 

 

 

 

    

 
 

  
 

  

 
 

 
     

                                                 

  

 
 

 

  

 

 

36 CONSOLIDATION OF LOCAL GOVERNMENTS 

Concerns about 
long-term 
planning and 
reducing capital 
costs prompted 
several recent 
consolidation 
efforts in 
Minnesota. 

Evaluating the 
potential impact 
of consolidation 
on costs and 
services can be 
complex. 

	 Increased citizen demand for services, or opportunities to improve 
staffing and expand services; 

	 Opportunities to reduce duplicate services or equipment; 

	 The need for large capital investments (often tied to the impact of 
wastewater on the environment) and potential savings from sharing 
capital expenses; 

	 Concerns about capital spending practices (which also affected some 
local governments’ willingness to merge); and   

	 A desire to reallocate tax burdens to help cover service costs.     

Unique circumstances also motivated some local officials to look more closely at 
consolidation as a service delivery option.  Specifically, state highway expansion 
projects were a primary catalyst for two initiatives, where the projects prompted 
local officials to reexamine long-range plans for their communities and assess the 
impact of the projects on their jurisdictions.2  State and federal requirements 
pertaining to water quality or preserving the environment also pressured some 
local officials to look to consolidation to resolve issues in their communities.  
Among our case studies, population decline was not observed or cited as a reason 
for consolidating; however, one merger was prompted in part by the loss of tax 
revenue due to a large business relocating out of the jurisdiction.3 

IMPACT OF CONSOLIDATION ON COSTS 


One common objective of consolidation is to reduce local government costs, where 
the expenditures for a combined entity will be lower than the sum of expenditures 
for the two (or more) individual entities. Another goal is that the average cost per 
resident of providing government services will decrease after consolidation.  

Minnesota law requires jurisdictions to estimate the impact of any proposed 
merger, including both the fiscal impact and impact on services in the areas under 
consideration.4  As shown in Table 3.1, the information needed to prepare these 
estimates is complex, and the required analysis varies depending on the 
consolidation process used.  For example, local officials must evaluate the fiscal 
impact on property tax rates and state aid and whether services can be provided 
adequately and economically by the existing government; however, jurisdictions 
do not have to demonstrate that a merger would result in more efficient service 
delivery.5 

2 The two projects involved:  Highway 12 in Long Lake and Orono; and Highway 23 in Rockville, 
Pleasant Lake, and Rockville Township. 
3 Either declining population or loss of revenue base may be why some Minnesota cities or 
townships dissolved in the past; for example, public documents indicate that the City of Tenney 
dissolved in 2011 due in part to a severely declining population. 
4 Minnesota Statutes 2011, 414.0325, 414.041, and 465.82. 
5 These and other statutory criteria are also contained in the Appendix at the end of this report. 
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2011 

CONSOLIDATION OUTCOMES 

Table 3.1: Select Requirements for Evaluating a Potential Consolidation, 

Factors for Consideration of Consolidation – Minnesota Statutes 2011, 414.041 and 414.0325 

	 Past and present population, number of households, and projected population growth for the area; 

	 Existing levels of governmental services being provided to the subject area, including water and sewer service, fire 
rating and protection, law enforcement, street improvements and maintenance, administrative services, and recreational 
facilities and the impact of the proposed action on the delivery of the services; 

	 Fiscal impact on the subject area and adjacent units of local government, including present bonded indebtedness; local 
tax rates of the county, school district, and other governmental units, including, where applicable, the net tax capacity of 
platted and unplatted lands and the division of homestead and nonhomestead property; and other tax and 
governmental aid issues; and 

	 Whether delivery of services to the subject area can be adequately and economically delivered by the existing 
government. 

Contents of Cooperation and Combination Plan – Minnesota Statutes 2011, 465.82 

	 Changes in services provided, facilities used, and administrative operations and staffing required to effect the 
preliminary cooperative activities and the final merger, and a two-, five-, and ten-year projection of expenditures for 
each unit if it combined and if it remained separate; 

	 Financial arrangements for the merger, specifically including responsibility for debt service on outstanding obligations of 
the merging units; and 

	 One- and two-year impact analyses, prepared by the granting state agency at the request of the local government unit, 
of major state aid revenues received for each unit if it combined and if it remained separate, including an impact 
analysis, prepared by the Department of Revenue, of any property tax revenue implications associated with tax 
increment financing districts and fiscal disparities resulting from the merger. 

NOTES:  Minnesota Statutes 2011, 414.041 (Consolidation of Municipalities), references the requirements listed in Minnesota Statutes 
2011, 414.02, subd. 3.  Minnesota Statutes 2011, 414.0325 (Orderly Annexations), references the requirements in Minnesota Statutes 
2011, 414.031, subd. 2.  These and other required factors are contained in the Appendix at the end of this report. 

SOURCES:  Minnesota Statutes 2011, 414.02, subd. 3; 414.041; 414.0325; and 465.82, subd. 2. 

In the following sections we discuss the likelihood that consolidation improves 
the efficiency of local governments and reduces costs.  We also discuss how 
these outcomes may impact stakeholders.  Generally, efficiency is measured by 
the amount of services provided compared to the associated costs, where costs 
include time, money, or other resources.6  For purposes of our discussion, 
efficiencies mostly refer to decreased expenses or lower average expenditures per 
capita, rather than improved worker productivity.  From our small sample of 
Minnesota case studies we were able to obtain only limited pre- and post-merger 
expenditure information.  Thus, we primarily relied on national research to 
determine whether local governments are able to reduce costs through 
consolidation.7 

6 A measure of efficiency, however, does not necessarily capture the effectiveness or quality of the 
service provided.  In some cases, there may be a trade-off between efficiency and effectiveness. 
7 We include a list of select research studies and other literature in the Further Reading section at 
the end of this report. 



 

 

 

 

 

 

 

 
  

                                                 

  
  

   
  

   
  

 

 

 

 

 

 

38 CONSOLIDATION OF LOCAL GOVERNMENTS 

Research has 
found that 
consolidation may 
be beneficial in 
some situations 
but not others. 

Evidence From National Research 

We found a considerable amount of national literature on the issue of local 
government consolidation that includes both empirical research and in-depth case 
studies of consolidation actions.8   According to national research:  

	 Consolidation of local governments does not guarantee cost savings 
or more efficient operations.   

In a recent literature review conducted by Rutgers University School of Public 
Affairs, the authors observed that government consolidations have had mixed 
results in terms of cost savings, service quality, and responsiveness of service 
delivery.9  The study concluded that consolidation may be beneficial in some 
situations but not in others and that there are no general rules that can be applied 
to determine when consolidation would be in a community’s best interest.  As a 
result, a case-by-case analysis is needed for any potential merger to determine 
when consolidation would improve upon the status quo or be more efficient than 
sharing or contracting for services.  

Other research involving case studies also found that consolidation has produced 
mixed results, with some mergers exhibiting evidence of cost savings and others 
showing no cost savings or even increased costs.10  For example, a 2010 analysis 
of nine city-county consolidations in the United States found evidence of 
improved efficiency in about half of the cases, but it also found that expenditures 
in the other half of the consolidated governments grew faster than in the 
nonconsolidated comparison entities.11  This study concluded that: 

 …there is no support for the hypothesis that consolidations 
predictably lead to increased efficiency in local government.  It 
can—and does—happen, but increased efficiency is not a 
predictable outcome of consolidating city and county 
governments.12 

8 Most of the case studies were largely based on city-county consolidations, which may be quite 
different than the types of consolidations of interest in Minnesota. 
9 Marc Holzer et al., “Overview of the Literature Review and Analysis on Five Subjects Related to 
the Cost-Efficiency of Municipal Government” (report to the New Jersey Local Unit Alignment, 
Reorganization, and Consolidation Commission, Rutgers University School of Public Affairs and 
Administration, Newark, May 2009), 7.  The Rutgers review was commissioned by the Local Unit 
Alignment Reorganization and Consolidation Commission created by the 2007 New Jersey 
Legislature. 
10 For example, see Suzanne M. Leland and Kurt Thurmaier, eds., City-County Consolidation: 
Promises Made, Promises Kept? (Washington, D.C.:  Georgetown University Press, 2010); and 
Lawrence L. Martin and Jeannie Schiff, “City-County Consolidations:  Promise Versus 
Performance,” State and Local Government Review 43, no. 2 (August 2011). 
11 Suzanne M. Leland and Kurt Thurmaier, “Promises Made, Promises Kept,” in City-County 
Consolidation: Promises Made, Promises Kept?, eds. Suzanne M. Leland and Kurt Thurmaier 
(Washington, D.C.:  Georgetown University Press, 2010), 282-283. 
12 Ibid., 282-283. 



 

 

  

 

 

 

                                                 

  
   

  

 

 

 
 

 

  
 

  

 
  

 
   

   
 

 

 
   

 

 

39 CONSOLIDATION OUTCOMES 

Local 
governments with 
larger populations 
generally have 
lower capital costs 
per resident than 
smaller 
jurisdictions. 

Similarly, a 2011 literature review examined eight different studies of city-
county consolidation and reported that only two of the eight studies found 
evidence of improved efficiency.13  The authors of this review also examined 
numerous other studies of government consolidation and found similar results.14 

Regarding the claims often made by proponents of local government 
consolidation that it improves efficiencies, they concluded that:  “Overall, the 
research provides little support for the efficiency argument.”15 

Other studies have examined the extent to which consolidation improves the 
average cost per resident—or economies of scale—in the delivery of local 
government services.16  We found that: 

	 Among the benefits to consolidation, the literature generally 
confirms the presence of economies of scale for some government 
services—in particular, capital-intensive services.  

National studies support the notion of economies of scale for capital-intensive 
services (such as sewer and water services) in jurisdictions with larger 
populations.17  For example, the Rutgers literature review found that overall 
average government costs decline as the size of the population served increases, 
up to about 25,000.18  The review authors found that smaller municipalities 
(those with populations less than 25,000) tend to be less efficient, but only when 

13 Lawrence L. Martin and Jeannie Hock Schiff, “City-County Consolidations: Promise Versus 
Performance,” 167-177.  Two of the other studies that were reviewed had mixed results for 
efficiency after consolidation.  The remaining four of the eight studies showed no evidence of 
improved efficiency, and two of these showed evidence of increased spending and taxes. 
14 Ibid., 170-171. 
15 Ibid., 171. 
16 See, for example, Dagney Faulk and Michael Hicks, Local Government Consolidation in the 
United States (Amherst, NY: Cambria Press, 2011).  Some studies suggest careful consideration 
when evaluating costs per capita, due to differences in accounting methods, for example.  See 
William F. Fox, Size Economies in Local Government Services:  A Review (Washington D.C.:  U.S. 
Department of Agriculture, August 1980), 4-5; and Holzer et al., “Overview of the Literature 
Review and Analysis on Five Subjects Related to the Cost-Efficiency of Municipal Government,” 
1.  Further, it is important to isolate each jurisdiction’s actual costs and identify the population 
served by those costs.  Most local governments have cooperative service agreements with multiple 
jurisdictions—jurisdictions that may differ among program areas.  Thus, the number of recipients 
of any particular local government’s service may differ from that jurisdiction’s actual population.  
17 For example, see Holzer et al., “Overview of the Literature Review and Analysis on Five 
Subjects Related to the Cost-Efficiency of Municipal Government,” 5; Igor Vojnovic, “The 
Transitional Impacts of Municipal Governments,” Journal of Urban Affairs 22, no. 4 (Winter 
2000): 385-417; and Fox, Size Economies in Local Government Services:  A Review, 24-30. This 
latter study noted that costs for sewer services varied widely in sparsely populated areas, depending 
on service levels.  
18 The Rutgers literature review found that government efficiencies increase—that is, average 
municipal government costs decline—until a government serves a population of about 25,000.  The 
overall average costs per capita are roughly constant for governments serving populations between 
25,000 and 250,000.  As populations exceed 250,000, overall efficiencies decrease—that is, 
average costs increase.  In Minnesota, all townships, 695 cities, and 46 counties had fewer than 
25,000 residents, and 2 cities and 4 counties had more than 250,000 residents. We note that other 
studies have identified the presence of economies of scale at population thresholds different than 
the thresholds presented here.  
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There may be 
opportunities to 
improve 
efficiencies 
among smaller 
jurisdictions that 
provide capital-
intensive services. 

services are capital-intensive or specialized and/or are minimally used by any one 
local government, like high-tech crime labs.  Other studies also have identified 
local government size or scale inefficiencies among smaller governments in the 
provision of rural road maintenance, a service that requires trucks and road 
graders.19  These findings suggest that there may be opportunities to improve 
efficiencies among smaller jurisdictions that provide capital-intensive services. 

On the other hand, national research has also observed that average costs are 
greater in large jurisdictions for some labor-intensive services.20   In other words, 
smaller governments appear to produce labor-intensive services at a lower 
average cost per resident than larger governments.21  Thus, if labor-intensive 
services represent a higher share of the costs of local government than capital-
intensive services, it may be more challenging to improve overall efficiencies 
through consolidation. 

Factors That Limit Efficiencies 

Combining two or more local governments is a complicated process that requires 
considering an array of factors and planning and carrying out numerous 
restructuring activities. Table 3.1 outlines key fiscal analyses that Minnesota 
local governments must complete when considering a merger.  However, 
completing these analyses requires much more extensive background work than 
is described in statute. For example, calculating the impact of a merger on 
administrative operations and expenditures in any one service area often involves 
more than simply examining staffing levels and personnel budgets; it can require 
taking an inventory of information technology systems, determining 
compatibility among the systems, and estimating integration and/or upgrade 
needs, among other tasks. 

The results of these analyses and subsequent administrative decisions by local 
officials can have a large impact on how a newly combined entity is administered 
and serves its residents and, thus, may affect its costs.  For example, local 
stakeholders must determine the form of the new governance structure, including 

19 Fox, Size Economies in Local Government Services:  A Review, 24-25. See also Steven C. Deller 
and John M. Halstead, “Efficiency in the Production of Rural Road Services:  The Case of New 
England Towns,” Land Economics 70, no. 2 (May 1994):  247-259.  The authors suggest that there 
are both size and managerial inefficiencies in smaller units of government.  Size or scale 
inefficiencies refer to higher average costs incurred by smaller units of government, while 
managerial inefficiencies refer to the government unit’s inability to achieve the lowest average 
costs it should be able to achieve for a government of its size.  Managerial inefficiencies may result 
because officials are making decisions about services with little or no input from individuals with 
the appropriate technical or other expertise. 
20 Vojnovic, “The Transitional Impacts of Municipal Governments,” 387-388, 407.  The author 
suggests that the higher per capita costs are due to the higher levels of service provision and 
standards in larger jurisdictions, where the differences translate into more municipal vehicles and 
uniforms per capita and greater complexity in information and accounting systems, for example. 
See also Holzer et al., “Overview of the Literature Review and Analysis on Five Subjects Related 
to the Cost-Efficiency of Municipal Government,” 6.  
21 One study observed that reduced levels of service and expectations in smaller jurisdictions may 
also be operating to reduce costs.  See Holzer et al., “Overview of the Literature Review and 
Analysis on Five Subjects Related to the Cost-Efficiency of Municipal Government,” 6. 
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Consolidating any 
two local 
governments 
would likely 
result in different 
cost-savings 
possibilities. 

the size and composition of the new governing body. Other decisions to equalize 
service levels among jurisdictions may require new capital investments that 
quickly offset any promised gains in efficiencies.  These and other examples of 
consolidation issues to consider are contained in Table 3.2.22 When we looked 
into the likelihood that consolidation results in efficient services, we found that: 

	 The potential for improving local government efficiencies through 
consolidation depends on a number of factors, including the assets 
potential partners would bring to a merger.  

Most local governments share a border with multiple jurisdictions and, therefore, 
have more than one potential consolidation partner.  Each of these partners has 
different assets, resources, and expertise they would bring to a consolidation, which 
would result in varying scenarios for cost-savings.23  A jurisdiction’s ability to 
reduce its budget and overhead costs through consolidation depends in part on the 
extent of service overlap and duplication among partners and, thus, the ability to 
eliminate excess resources, such as equipment, facilities, or staff.  The potential for 
savings is also tied to service levels; jurisdictions that provide relatively few 
services may yield fewer savings to taxpayers if they consolidate or dissolve.  

The geographic size, demographics, and population density of a local 
government also affect the likelihood of reducing costs through consolidation.  
Some studies suggest that smaller jurisdictions have been better able to realize 
greater efficiency in service delivery and local governance through consolidation 
when compared with larger jurisdictions.24  A 1997 study of Minnesota counties 
found that combining counties that have large geographic areas might be 
detrimental to the county’s ability to deliver services and contain expenditures.  
For these jurisdictions, the type of service and the way services are delivered can 
have a large impact on per capita costs, where service providers may have to 
travel farther to deliver services in sparsely populated areas.25 

22 In presenting this information, we note that the nature and scope of factors to consider vary for 
counties, cities, and townships. 
23 For example, a merger between two jurisdictions may produce savings in health-related services, 
but may increase costs for law enforcement. 
24 Vojnovic, “The Transitional Impacts of Municipal Governments,” 407-408. 
25 Minnesota Board of Government Innovation and Cooperation, Summary Report:  The Feasibility 
of Adjusting County Boundaries in Minnesota (St. Paul, 1996), 9. 



 

  
 

 
  

 
  

 

   
 

   
 

    
 

   
 

  

 

  

  

 

   
 

   
 

 
 

 

  

  

 

  

 

   

 

 
   

 
 

  

 

  
 

 

  
 

 
 

  
  

 

  
 

  
  

 
 

 

  
  

  

 

  

42 CONSOLIDATION OF LOCAL GOVERNMENTS 

Table 3.2: Examples of Consolidation Activities and Factors to Consider 

Subject Area	 Description of Activities and Factors to Consider When Consolidating 

General Government 

Government Structure  For counties, decide on the form of administrative structure; and elected or appointed 
executive position(s), county auditor, treasurer, sheriff, and recorder 

 For cities, decide on a home rule charter or statutory city, and executive option 

 For townships, determine administrative structure and option for urban/rural powers 

Governing Body  Determine number of representatives and election system 

Interim Government  Determine composition of interim government 

Commissions/Boards  Plan for existing and new commissions and/or boards and their composition and 
authority 

Administration 

Personnel  Determine staff complement, expertise, surplus/gaps, and potential for combining 
functions 

 Evaluate pay levels and impact on retirement benefits, and negotiate union contracts 

 Renegotiate professional and other private and interlocal service contracts 

Information Systems  Inventory information technology systems and determine compatibility and/or upgrade 
needs 

Selected Services 

Overall Services 	 Compare range of services and service levels; determine impact on delivery of 

services; and coordinate interlocal service agreements 


Health/Human Services  Coordinate service delivery with state agencies, such as oversight of various care 
facilities or services  

Road Maintenance and  Determine inventory and infrastructure and maintenance needs 
Snow Plowing 

Law Enforcement/  Coordinate law enforcement services and coverage; for counties, coordinate with 
Corrections state agency for facility oversight and corrections services 

Fire Protection  Determine the type of fire department and staffing (full-time, volunteer); location of fire 
halls; and impact on insurance ratings and residents’ premiums 

Sewer/Water  Evaluate current and projected:  facility and infrastructure capacity, service demands 
and extensions, impact on rates, and (for water) fire protection systems 

Development, Land Use,  Evaluate projected population, commercial, industrial, and agricultural growth; 
and Zoning compare comprehensive plans, environmental protection plans, and existing land use 

controls; and draft and adopt new plans 

Ordinances 	 Compare and reconcile ordinances; determine application of ordinances among 

newly combined areas; and adopt new ordinances
 

Utilities 	 Coordinate gas and electric services and determine impact on services and rates 

Facilities and Equipment 

Overall Inventory 	 Assess inventory, use, and space needs; and determine needed infrastructure 

investments and potential for reducing inventory and/or repurposing space
 

Overall Costs and Savings 

All Functions/Services 	 Analyze the end costs and savings across all functions and services, including 

payroll, taxes, facilities, and other infrastructure 


NOTES: The activities above represent only a sample of factors that were or may be evaluated as part of consolidation efforts by 
Minnesota LGUs.  Consolidation among counties would likely require (1) a more extensive review of these issues and other issues or 
functions due to counties’ administrative role in delivering state services, and (2) special legislation to address state-mandated functions. 

SOURCE:  Office of the Legislative Auditor, review of Minnesota statutes and select local government consolidation studies.  
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According to 
national research, 
the probability of 
improved 
efficiency from 
consolidation is 
often diminished 
by the need to 
accommodate 
competing 
interests. 

Research also has found that: 

	 Administrative decisions made post-merger can reduce the potential 
for improved efficiencies. 

Most notably, a consolidated government may set the wage and benefit rates for 
employees at the highest level of the governments being merged, thereby 
offsetting any anticipated savings.26  If officials decide to make significant 
changes in employment or wage levels, there may be negative impacts on 
employee morale and, thus, worker output. Even if there are potential savings in 
personnel budgets, elected officials may not pursue cuts in staff or wages in the 
consolidation proposal since they may adversely affect the constituents they 
serve (and voters’ approval of the merger).  To this latter point, one study 
observed that the probability of increased government efficiency is often lowered 
because officials must compromise on service areas and staffing that could 
otherwise yield savings to taxpayers.27  Without assurances to at least preserve 
the status quo, a consolidation proposal may face strong opposition by employees 
or service recipients. 

Finally, although one objective to consolidation is to reduce costs, it is also 
important to note that: 

	 Any consolidation effort promoted solely as a “cost-savings” 

initiative may not win voters’ approval. 


A recent national study of a sample of consolidation efforts in other states found 
that voters often did not approve initiatives grounded in cost savings.28  That is, 
when consolidation supporters focused primarily on efficiency or equity issues, 
voters rejected the consolidation.  Numerous stakeholders in Minnesota and other 
states advised us that consolidation is not just about the money, that voters are 
often more concerned about factors other than efficiency, and that citizens equate 
“saving money” with lower service quality.  According to an official from 
another state, “consolidations that go forward with promises of cost-savings are 
more likely to have unhappy citizens [when the cost-savings are not realized].” 

These findings suggest that local government consolidation—as a government 
reform option—may have potential for producing savings, but that there will 
need to be other motivating factors for voters to approve a merger.  Further, 
proposals offering the strongest potential for savings may not have been 
approved by voters and, thus, may not have been included in some post-merger 
studies of consolidation outcomes. 

26 Vojnovic, “The Transitional Impacts of Municipal Governments,” 388; and Holzer et al., 
“Overview of the Literature Review and Analysis on Five Subjects Related to the Cost-Efficiency 
of Municipal Government,” 7. 
27 Suzanne M. Leland and Kurt Thurmaier, “Promises Made, Promises Kept,” in City-County 
Consolidation: Promises Made, Promises Kept?, 299-300. 
28 Suzanne M. Leland and Kurt Thurmaier, “Lessons from 35 Years of City-County Consolidation 
Attempts,” Municipal Year Book 2006: 5-8. 
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The extent to 
which residents 
benefit from 
consolidation will 
depend in part on 
their individual 
expectations and 
service needs. 

Impact on Stakeholders 

One factor to consider when assessing whether consolidation will improve 
efficiencies is “to whom would the benefits accrue?” There are many 
stakeholders in any consolidation initiative, including state and local elected 
officials, public employees, residents, taxpayers, and service recipients.  Thus, it 
is likely that: 

	 In circumstances where consolidation does improve efficiencies, the 
benefits among stakeholders will vary.   

From a local perspective, the value of consolidation will depend in part on the 
type and level of services provided by each potential partner.  Further, the extent 
that residents benefit from consolidation will depend on their individual 
expectations and need for services.  As one of our survey respondents observed 
about consolidation: 

At this point, I see no gain for [our city or neighboring townships 
from consolidation].  Distance would make it impossible to run 
infrastructure out to any of the townships, which are agricultural, 
so there are no services we can provide to benefit them.  Maybe 
the circumstances for other entities frees up a building or 
equipment that could be sold, but that would not apply in [our 
case]. 

Consolidation also may bring about changes in service delivery, and accessing 
services that require face-to-face interaction may become more or less of a 
burden for some residents.  For these residents, driving time and fuel expenses 
could increase or decrease dramatically if a new county seat or other major 
service hub were relocated. 

Although a common objective of consolidation is to reduce costs, cost savings 
could mean a one-time reduction in local government operating expenses that 
may not be passed on to taxpayers.  On the other hand, a merger could result in 
substantive savings that are passed on to residents through reduced property 
taxes. However,  

	 It is unlikely that taxpayer burdens are precisely the same between 
any two jurisdictions, and thus, some equalization—increases and 
decreases—in property taxes among residents would occur from 
consolidation. 

To illustrate, in one Minnesota consolidation proposal we looked at that was 
rejected by voters, planned changes in residential property tax rates ranged from 
a decrease of 42 percentage points for some residents in one jurisdiction to an 
increase of 5.6 percentage points for residents in the neighboring jurisdiction.29 

Forecasted changes in property taxes varied less in other cases.  For example, one 
proposal projected that taxes in each jurisdiction would be about 6 percentage 

29 Estimates represent rates in the third year following consolidation. 
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The impact of 
local government 
consolidations on 
state agencies 
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among state 
programs. 

Most local 
jurisdictions hired 
consultants to 
estimate the fiscal 
impact of their 
proposed 
consolidation. 

points lower than if a merger did not occur.  This consolidation was approved by 
voters in both jurisdictions. 

From a state perspective, the impact on state services of combining two or more 
local governments would likely vary among agencies and programs.  We spoke 
with a small sample of representatives from various state agencies about 
consolidation. Some said that they see opportunities for greater economies of 
scale among LGUs and their services, and that fewer local government units 
might ease their workload by reducing the number of local representatives with 
whom they work.  However, some state employees said that reducing the number 
of LGUs would not impact their work because:  (1) much of their work and 
services is no longer provided in-person but through information technology and 
their staffing already has been reduced accordingly, and (2) over the years some 
administrative work has been delegated to local governments, and particularly to 
counties. On this latter point, some questioned whether mergers among 
counties—which would involve combining and possibly reducing county staff— 
might actually increase state agencies’ workload.  

Some individuals suggest that any savings that might accrue to the state’s budget 
from a merger of two local jurisdictions—particularly small entities that provide 
minimal services—would be insignificant.  Other individuals point out that even 
a small annual savings to the state would add up over the years.  We discuss state 
funding for local governments and its impact on local officials’ decisions about 
consolidation further in Chapter 4. 

RESULTS FROM MINNESOTA CASE 
STUDIES 

In our review of eight consolidation efforts in Minnesota, we observed issues 
similar to those noted in the national literature and discussed in the previous 
section, but we also identified several issues that appeared unique to Minnesota. 
In the next sections, we highlight a few of these issues and several actions that 
affected the outcomes of the consolidation initiatives.  

Estimates of Fiscal Impact 

Our review of eight consolidation initiatives included examining local 
jurisdictions’ estimates for savings.  Notably, we found that:  (1) comprehensive 
cost estimates were developed in only six of the eight initiatives;30 (2) the scope 
of these estimates varied somewhat, and some jurisdictions were unable to 
forecast the fiscal impact for some service areas; and (3) most jurisdictions hired 
financial consultants to help develop the estimates and technical reports.  This 
information was included in feasibility reports—or consolidation proposals—and  

30 The local jurisdictions that merged using the orderly annexation process did not conduct 
extensive pre-merger feasibility studies of these issues.  In one initiative, residents demonstrated 
significant support for the merger early in the process.  In the other initiative, the merger was 
prompted by a severely declining tax base and a need for wastewater infrastructure improvements. 
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Among recent 
consolidations, 
local officials 
reported that 
a single 
administrative 
entity helped 
ensure a unified 
vision and would 
help control costs 
over the long 
term. 

was made public for voters to review prior to a referendum.  From our review of 
these reports, we found that: 

	 Local officials estimated that consolidation would reduce overall 
costs and improve efficiencies; in some cases, the improved fiscal 
outlook was largely due to increases in state aid. 

Most of the consolidation proposals we looked at estimated that the jurisdictions 
would achieve some modest savings in operating costs, usually by combining 
staff positions, eliminating duplicate contracts for private consultants, or 
eliminating a governing body or joint powers board.  In three initiatives, the 
estimates for additional state aid that the jurisdictions would receive following a 
merger generally exceeded the estimated savings in operating costs.  For 
example, the pre-merger estimates for St. Bonifacius and Minnetrista included 
annual savings of $99,500, compared with a net increase of $245,000 in 
additional state aid. For the New London, Spicer, and New London Township 
initiative, the consolidation plan forecast that the merger “should reduce the 
overall administrative expense of local government” based on a number of 
factors, and would make the combined jurisdiction eligible for $200,000 in state 
aid for road maintenance and construction.  In both of these initiatives, voters in 
one or more of the jurisdictions rejected the proposal.   

Post-Merger Outcomes 

Local representatives from each of our eight case studies described how their 
consolidation initiative affected the costs and services of their jurisdiction.31  We 
found that: 

	 Among recent consolidation efforts in Minnesota, the impact of 
consolidation on spending was difficult to measure. 

Several officials said that external factors—such as changes in the state’s local 
government aid formula—negatively impacted their consolidation objectives and 
made it difficult to accurately assess the financial outcomes.  Others said that the 
economic and financial crises beginning in 2007 adversely affected their 
revenues due to a declining housing market, and it forced them to unexpectedly 
cut their budgets.  In addition, stakeholders often had more than one objective for 
merging and not all were linked to reducing near-term costs.  Among the five 
consolidations that did occur: 

	 Local officials said that improved coordination of planning was 
among the most important benefits to their newly combined 
community. 

31 We also asked whether they had conducted any post-initiative analysis of the effort.  Two 
jurisdictions where voters approved the merger were able to provide us with some summary 
information on key measures; others were able to provide only anecdotal information because they 
no longer had historical records dating back to the merger. 
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The costs for 
outside technical 
assistance can 
offset potential 
savings from 
consolidation. 

These officials said that having a single entity responsible for planning and 
administration helped ensure a unified vision for their area, and would help 
control costs over the long term.  For example, consolidation would eliminate 
costs incurred for annexation and detachment proceedings between the two 
jurisdictions.  In addition, several of these mergers involved joint projects to 
improve facilities or other infrastructure, and officials said these changes brought 
about higher bond ratings, improved services and facilities for residents, and 
better property tax rates (than if each local government had undertaken the 
projects separately).  

Some local governments realized more direct savings; for example, the combined 
city of Norwood Young America sold five fire trucks and still maintained a 
sufficient fire rating.  In several jurisdictions, local officials said they were able 
to combine staff functions and eliminate what they viewed as duplication in 
services or additional layers of government. 

Among several case studies, we also found that: 

	 For some property owners, the costs of consolidation outweighed the 
benefits. 

For example, according to some residents, the resulting tax increases and other 
assessments imposed after one merger created severe financial difficulties for 
some landowners.  And in a merger involving the City of Rockville, a group of 
property owners sought and were granted a request to detach from the city to the 
neighboring township several years after the merger occurred.  These residents 
were unhappy with the new infrastructure investments and resulting increases in 
property taxes.32  Among the three consolidation initiatives where voters rejected 
the effort, several individuals we spoke with said that their jurisdiction was in a 
better financial position than if the consolidation had been approved.  Citizens 
were also more satisfied with the range and level of current services than those 
that were proposed in the consolidation plan.33 

Limitations to Cost Savings 

Among our Minnesota case studies, certain factors mitigated any immediate cost 
savings among the jurisdictions that did consolidate.  The factor local officials 
cited most often was that: 

	 The costs of preparing for the consolidation and implementing the 
objectives largely offset any near-term savings. 

32  For this initiative, the consolidation plan and proposal to voters included these planned 
infrastructure and capital projects. 
33 On the other hand, other stakeholders expressed concerns about the ongoing viability of their 
community after voters rejected the merger.  They commented that the merger was a lost 
opportunity to improve services and reduce government costs in the region, that one or both of the 
participating jurisdictions did not have the population to support their infrastructure, and/or that 
ongoing fiscal constraints were forcing them to cut budgets or look to volunteers to assist in service 
delivery.  Other individuals pointed to increased property tax rates or the increased disparity in tax 
rates between the jurisdictions as issues that a merger would have mitigated.   
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A significant 
challenge for local 
officials is crafting 
a consolidation 
proposal that 
satisfies a 
majority of 
voters. 

Most of these officials said that the consolidation required considerable resources 
and time—sometimes several years—to prepare for and implement.  For three 
consolidation actions that received voter approval, representatives said that 
additional work continued sporadically for two to three years after the vote.  
Several officials reported that they relied significantly on volunteers—sometimes 
dozens—to work through the lengthy process, and that their costs would have 
been much higher without these resources.   

Among our case studies, other transition costs—such as the need for outside 
technical, financial, and legal expertise—offset potential savings from 
consolidating.34  Some jurisdictions also reported that their implementation 
expenditures were higher than anticipated.  For example, they had additional 
expenses for combining their accounting and other technology systems and 
reconciling comprehensive plans, ordinances, and budget documents.  

Finally, several jurisdictions had forecast that overall costs would increase post-
merger because of the need for capital investments; their intent was to improve 
the average costs per capita by completing projects jointly.  However, some 
representatives from the Grand Rapids area reported that the increased costs from 
required water and sewer infrastructure improvements in the newly combined 
area were very high and that any increases in efficiencies would have resulted 
from cuts in other services. 

Addressing Voter Concerns 

In Chapter 2, we described how Minnesota residents have a final say in 
approving or rejecting almost all types of consolidation actions.  The outcome of 
any referendum depends largely on how residents perceive the costs and benefits 
of a consolidation initiative. Thus, a significant challenge for local officials 
when crafting a merger proposal is ensuring that the proposal and plan satisfy a 
majority of their voters.  We found that: 

	 Some local officials addressed key concerns of voters in their 
consolidation proposals; by doing so, voters approved the merger.  

In several of our case studies, local government officials advised us that they 
wanted to ensure a consolidation resulted in a win-win scenario for citizens from 
both jurisdictions and, thus, negotiated on key issues to avoid alienating voters.  
For example, residents in several jurisdictions were very concerned about 
changes in zoning ordinances and where land development was likely to occur 
under a merger.  The proposals addressed these concerns by explicitly preserving 
the existing land-use and zoning ordinances, including preserving hunting 

34 Local officials from all eight initiatives cited these extra costs. Their estimates for consultants’ 
services ranged from $5,000 to $40,000; one entity reported the legal costs totaled about $10,000 
annually for several years. 
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Some officials 
observed that an 
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areas.35  Officials told us that these provisions, and not improved efficiency or 
lower costs, were the key reasons that voters approved the merger. 

Mitigating the impact on residents’ property taxes was also important to 
residents, according to local representatives.  They said that it was difficult to 
balance the need for a more equitable tax burden with determining fair tax rates 
for services received.36  In most of the cases we looked at, the consolidation plan 
included a tax step-up provision, whereby tax equalization occurred over three to 
five years.37  In three mergers that did move forward, local officials set up 
permanent differential tax provisions for various regions of the newly combined 
jurisdiction.38 

Some local governments took other steps to address citizens’ interests and 
general needs.  Specifically, 

	 Local officials said that voters approved their consolidation in part 
because they had included residents in the study and implementation 
process. 

In several of our case studies, officials set up committees and study groups 
comprised of local officials, administrators, and residents to help evaluate the 
feasibility of merging.  They asserted that this approach helped identify and 
address areas of voter concern, as well as inform residents about the issues and 
the process. To this latter point, some officials observed that informing the voter 
required a lot of work, and that having an advocate in the community was 
necessary.39  They said that involving residents in the process helped convey to 
voters that local officials were not imposing a merger on residents.  

In the jurisdictions where the consolidation did not occur, we looked into the 
reasons why residents opposed the initiative.  We found that: 

	 The primary reasons Minnesota voters rejected recent consolidation 
attempts were: (1) potential changes in land use and zoning 
ordinances, and (2) projected increases in property taxes. 

35 In reviewing these proposals, we observed that where the proposal did not explicitly preserve the 
status quo, or in fact promoted greater opportunities for development, voters rejected the 
consolidation. 
36 Some officials told us that the need for additional revenues was the primary factor driving some 
jurisdictions’ merger efforts, which created an inherent obstacle to successful negotiations. In two 
cases where residents voted down the merger, officials cited projections of significantly higher tax 
burden for some residents as the reason for the rejection.  
37 Minnesota Statutes 2011, 414.041, subd.7; and 465.82, subd. 4, allow jurisdictions to set up 
differential tax rates as part of their merger. 
38 In Rockville, for example, only the first 200 feet of rural residential property was taxed at the 
residential rates applied in other areas of the jurisdiction. 
39 Several officials observed that it is extremely difficult to move a consolidation forward— 
regardless of the facts—when there is strong opposition in the community.  Representatives from 
nine comparison states we spoke with voiced similar reasons why voters rejected consolidation 
efforts in their state. 
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Voters rejected 
some 
consolidation 
proposals that 
may have 
resulted in 
changes in zoning 
and land use. 

As indicated by voters’ rejection of these mergers, the consolidation proposals 
and their conditions did not adequately address and reconcile the many 
competing interests among citizens.  Voter opposition was most often due to the 
possibility of changes in land use and zoning ordinances, including increased 
development for housing and businesses and restrictions on hunting.  Some other 
reasons why voters rejected the proposal included:  (1) projected increases 
(sometimes large and sometimes small) in property taxes, particularly when there 
was little or no increase in services proposed; (2) resistance to paying for the 
maintenance or lack of maintenance of the neighboring jurisdictions’ roads, 
water and sewer infrastructure, or facilities; (3) general disagreements over the 
level of service and spending among jurisdictions; and (4) expected loss of 
identity with their jurisdiction, either due to a jurisdiction’s name change or from 
expanding the boundaries to include land zoned for different purposes.40  The 
outcomes of these initiatives demonstrate that one of the most difficult tasks for 
local officials attempting a merger is negotiating and developing a proposal that 
is supported by residents.  

In the next chapter, we provide background information on the finances of 
counties, cities, and townships. We also discuss local officials’ perspectives 
regarding state grants and aids and the impact on consolidation efforts.    

40 Representatives from nine comparison states we spoke with voiced similar reasons voters 
rejected consolidation efforts in their state.  They said that fear of the unknown, loss of community 
identity with their home jurisdiction, and loss of local control over decisions in their community 
were common reasons that consolidation efforts failed. 
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Research 
regarding the 
impact on 
spending of a 
state having more 
local government 
units is mixed. 

Funding Local 
Government Services 

The likelihood that consolidation improves efficiencies and reduces average 
per capita costs depends on many factors, including the objectives of the 

merger, the extent of overlap and duplication in services among potential 
partners, and their assets and debts.  In this chapter, we briefly discuss research 
findings regarding the relationship between spending and number of local 
government units and provide information on the finances of Minnesota counties, 
cities, and townships. We also discuss local officials’ perspectives regarding the 
impact of state funding for local services and capital projects on their 
consolidation efforts. 

NUMBER OF LOCAL GOVERNMENTS 
AND SPENDING 

In Chapter 1, we observed that Minnesota had more local government units and 
more LGUs per capita than nearly all other states.  Some stakeholders suggest 
that reducing the number of Minnesota local governments through consolidation 
will help resolve state and local fiscal challenges.  National research has looked 
at the relationship between higher numbers of government units—sometimes 
referred to as fragmentation—and spending.  Overall, researchers have found 
that: 

	 The impact of more local government units on spending is complex 
and difficult to measure.  

For example, a 2011 study demonstrated that the impacts of more local 
government units are “complex and multidimensional.”1  The authors concluded 
that the presence of overlapping general purpose local governments and special 
purpose governments have a more significant effect on total local government 
spending than fragmentation, but that further research is needed to better isolate 
the impacts of special purpose governments and other factors on local 
government spending overall.  Other studies have not found a statistically 
significant relationship between government spending and either fragmentation 
or general decentralization of government, or they have yielded mixed results.2 

For instance, one large 2009 study found that there were somewhat offsetting 

1 Rebecca M. Hendrick et al., “Does Local Government Fragmentation Reduce Local Government 
Spending?” Public Administration Review 47, no. 4 (2011). 
2 See, for example, Dagney Faulk and Michael Hicks, Local Government Consolidation in the 
United States (Amherst, NY: Cambria Press, 2011), 41-43, for a summary of research on this 
issue; and Drew A. Dolan, “Local Government Fragmentation:  Does It Drive Up the Cost of 
Government?” Urban Affairs Quarterly 26, no. 1 (1990):  28-45.  



 
 

 

  

 

                                                      

  
  

 

 

52 CONSOLIDATION OF LOCAL GOVERNMENTS 

The potential to 
reduce costs 
through 
consolidation 
depends in part 
on the extent to 
which the 
services provided 
by the local 
governments are 
complementary 
or duplicative. 

benefits resulting from the number and size of government units.3  This study 
concluded that individual governments are more likely to be efficient at the local 
level—perhaps due to competitive pressures among local government units—but 
that fragmentation is also associated with greater overall spending, possibly due 
to lack of economies of scale or overlap of services.   

In general, the potential to reduce costs by combining two or more local 
governments depends in part on the extent to which their resources and services 
are complementary or duplicative.  Further, merging two jurisdictions will likely 
impact both their expenditures and their revenues.  We discuss Minnesota local 
government finances in the following sections. 

Expenditures 

In Minnesota, counties generally have unique roles and responsibilities; however, 
counties, cities, and townships can provide some similar services.  These service 
characteristics are partly reflected in their expenditures, as shown in Table 4.1.  
Overall: 

	 Minnesota local governments spent about $11.5 billion in 2009, and 
most spending was for human services; public safety; and roads, 
bridges, and highways. 

In 2009, Minnesota county expenditures (including capital outlay and debt 
service) totaled about $5.8 billion, followed by cities ($5.4 billion), and towns 
($260 million).4  Most county expenditures were for human services (27 percent 
of all spending), followed by public safety (18 percent) and streets and highways 
(18 percent).  Similar to counties, two of the largest shares of city expenditures 
were for public safety (26 percent of all spending) and streets and highways 
(21 percent).   Most townships in Minnesota provide a more narrow range of 
services and this is reflected in their expenditures, where 56 percent of all 
spending was for roads and bridges. 

3 Ryan Yeung, “The Effects of Fiscal Decentralization on the Size of Government:  A Meta-
Analysis,” Public Budgeting and Finance 29, no. 4 (2009), 22-23.  The 2009 meta-analysis looked 
at 61 studies that provided 749 statistical tests—including meta-regression analysis—on the 
relationships between spending and various measures of government fragmentation or 
decentralization.  The meta-analysis found that most of the time there was no significant statistical 
relationship between spending and either fragmentation or decentralization.  
4 Totals for counties, cities, and townships include spending from governmental funds as reported 
to the Minnesota Office of the State Auditor.  For cities, expenditures include capital outlay for 
enterprise operations. 



 

  
  

    

      
  

   
   

   
   

  
   

   
   

  
           

    
   
   

 

 

 
 

                                                      

 

 

   

 

53 FUNDING LOCAL GOVERNMENT SERVICES 

Table 4.1: Minnesota Local Government 
Expenditures, by Service Area, 2009 

Expenditures (In thousands) 
Service Area 	 Counties Cities Townships 

Human Services $1,541,247 $ n/a $ n/a 
Public Safety/Fire 1,057,795 1,379,382 37,857 
Streets and Highways/Roads and 

Bridges 1,026,201 1,126,682 144,248 
General Government 983,359 555,582 46,739 
Health 261,523 25,372 n/a 
Culture and Recreation 227,010 615,772 n/a 
Housing and Economic Development 153,419 476,497 n/a 
Sanitation 87,531 24,916 n/a 
Conservation of Natural Resources 84,626 3,957 n/a 
Airport n/a 46,172 n/a 
Transit n/a 23,880 n/a 
All Other 55,920  151,543  16,196 
Total Current Expenditures and 

Capital Outlay 5,478,631 4,429,756 245,040 
Total Debt Service 329,289 952,813 14,544 
Total Expendituresa $5,807,920 $5,382,569 $259,584 

NOTES: Expenditures include calendar year 2009 data from 87 counties, 847 cities, and 1,736 
townships. Expenditures for capital outlay (for the purchase, construction, or permanent 
improvements of buildings, equipment, machinery, and land) are included within each expenditure 
category; capital outlay totaled $934 million for counties, $1.2 billion for cities, and $39.4 million for 
townships. 

a
 “Total Expenditures” may not sum due to rounding. 

SOURCE:  Office of the Legislative Auditor, analysis of 2009 local government financial data as 
reported to the Minnesota Office of the State Auditor. 

Local government 
capital projects 
are sometimes 
supported by 
state funds. 

To help sustain local government services and infrastructure, local governments 
in Minnesota have the authority to levy and bond for capital projects, such as the 
purchase, construction, or improvement of buildings, equipment, machinery, or 
land. Local governments can also request state funding for their capital projects 
through either state general appropriations for capital projects or through state 
bond-financed grants.5  As part of their overall spending, 

	 Local governments’ expenditures for capital outlay and debt service 
totaled about $3.5 billion in 2009.  

For calendar year 2009, counties’ expenditures for capital outlay and debt service 
totaled about $1.3 billion.6  For cities, these expenditures were slightly higher— 
about $2.1 billion (including capital outlay for enterprise operations).  Meanwhile, 
townships’ expenditures for these purposes totaled $54 million.  Some local 
capital projects were supported by state funds, where the Legislature’s 2008 

5 Minnesota Statutes 2011, 16A.86, and 16B.355. 
6 Total capital outlay for counties, cities, and townships represents 2009 expenditures from various 
revenue sources.  Seven cities and 50 towns did not report their 2009 finances to the Office of the 
State Auditor. 



 

   

 
 

 

 

 

 

  

 
   

 

 

                                                      

 
 

  
 

 
  

 
 

 

 

54 CONSOLIDATION OF LOCAL GOVERNMENTS 

Overall, 
Minnesota 
counties, cities, 
and townships 
relied mostly on 
property taxes to 
fund their 
operations. 

capital budget for fiscal years 2009 and 2010 included about $440 million for 
local government projects and state capital grant programs.7  Because this funding 
is typically project specific, the funding and benefits among individual local 
governments likely varied considerably. 

Revenues 

Local governments rely on a variety of revenue sources to fund their operations, 
including property taxes, fees and assessments for services, and grants and aids 
from other units of government.8  As we discussed in Chapter 3, local 
governments are required to assess the potential fiscal impact of consolidation on 
various revenues, in part because some of the state’s grant and aid formulas are 
based on such factors as population and housing values.  Any changes in funding 
could ultimately affect the sources of these revenues, including property owners 
and the state. When we reviewed local government revenues, we found that: 

	 In 2009, Minnesota counties, cities, and townships relied mostly on 
taxes to fund local government operations, with state grants and aids 
representing a smaller share of overall revenues in recent years. 

Counties’ revenues totaled $5.7 billion in 2009, as shown in Figure 4.1.9 

Counties relied mostly on taxes to fund their operations, where 45 percent of 
revenues came from property and other taxes and 25 percent came from state 
grants and aids. For counties, a significant share of grants was for providing 
mandated state or federal programs, such as food support or other human services 
programs.  

Among all cities, 2009 operating revenues totaled $4.7 billion, and their primary 
sources of revenue were taxes (49 percent) and state grants (19 percent).10 

However, cities with populations less than 2,500 relied more on state grants 
(about 32 percent of all revenues) than did cities with populations greater than 
2,500 population (where state grants represented about 18 percent). Meanwhile, 
towns’ 2009 revenues totaled $263 million.  Similar to counties and cities, their 
primary sources of revenue were taxes (70 percent) and state grants (15 percent). 

7 Estimate is based on data compiled in:  Minnesota House of Representatives, Fiscal Analysis 
Department, A Summary of the 2008 Session Capital Budget (St. Paul:  July 2008). Funding for 
some projects was for multi-year projects. 
8 State grants and aids for LGUs include grants from the state directly to counties, cities, and towns, 
and includes County Program Aid, Local Government Aid, State Aid for Streets, Disparity 
Reduction Aid, various other aids and homestead credits, and grant programs for human services 
and streets and highways.  Grants among local governments are reported as a separate category. 
9 Total revenues include:  (1) financing considered as "revenue," which excludes other financing 
sources not typically considered revenue, such as borrowing and transfers; and (2) governmental 
funds only (general, special revenue, debt service, capital projects, and permanent funds), which 
excludes revenues from enterprise operations. 
10 Totals include governmental fund revenues.  These data represent financial reports from 213 
cities with greater than 2,500 population and 634 cities with less than 2,500 population. 
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Figure 4.1: Minnesota Local Government Revenues, 2009 
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N=87 (population ≥ 2,500) (population < 2,500) N=1,736
 

N=213 N=634
 

NOTES: Revenues include general revenues and special revenues.  “Service Charges, Licenses, Permits, Special Assessments, and 
Other Revenue” includes fees, licenses, special assessments for infrastructure improvements, funds from interest and dividends, fines, 
forfeits, reimbursements, lease payments, and donations.  “Federal Grants and Local Unit Grants” includes grants between local 
government units, for example, county grants to cities or townships for streets or roads.  “State Grants and Aids” include the Market 
Value Credit, County Program Aid, Disparity Reduction Aid, PERA Aid, Police Aid, Local Government Aid, Taconite Relief and Aids, and 
funds for human services, streets, and highways.  “Taxes” primarily includes property taxes, but also includes revenue from tax 
increments; penalties and interest on delinquent taxes; and franchise, lodging, gravel, gambling, and/or local sales taxes. 

SOURCE:  Office of the Legislative Auditor, analysis of 2009 local government financial data reported to the Office of the State Auditor. 
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For local 
governments, 
state grants and 
aids as a share of 
all revenues 
decreased 
between 1990 
and 2009. 

The proportion of local governments’ revenues by source in 2009 shifted 
substantially from 1990.  For counties, state grants and aids as a share of all 
revenues decreased from 34 percent to 25 percent during this time period.  For all 
cities, state grants and aids as a share of total revenues decreased from 29 percent 
in 1990 to 19 percent in 2009.  For townships, state grants and aids as a share of 
all revenues decreased from 36 percent to 15 percent.   

IMPACT OF STATE FUNDING ON 
CONSOLIDATION EFFORTS 

Both the state and local governments have a financial interest in how local 
government services are configured and delivered.  The following sections 
discuss the perspectives of local officials and other stakeholders regarding the 
impact of state funding for LGUs’ services and capital projects on their 
consolidation efforts. 

State Grants and Aids 

Although state grants and aids represented the second largest source of revenues 
for local governments in 2009, legislative actions over the past decade have 
reduced the state’s support of some local governments through changes in aid 
eligibility and payment amounts.  For example, the 2001 Legislature eliminated 
Local Government Aid (LGA) for townships.11  In 2010 and 2011, the 
Legislature revised the state’s funding formulas for its county program aid and 
local government aid to reduce the amounts LGUs received through 2012 and 
thereafter.12  Further, a legislatively directed study group has been examining the 
principles and objectives of local government aid to cities; they are due to report 
their findings and recommendations in December 2012.13 

We briefly looked at the impact of state aid on local governments’ consolidation 
activities. First, we explored local government officials’ perspectives on this 
issue and found that: 

	 Most local government representatives were opposed to the idea that 
state aid to local governments be tied to consolidation efforts.   

Among our survey respondents, 72 percent of county representatives, 60 percent 
of city representatives, and 77 percent of township representatives disagreed that 
LGUs that receive local government aid should be required to consider 
consolidation. 

11 Laws of Minnesota 2001, First Special Session, chapter 5, art. 3, sec. 76. 
12 Laws of Minnesota 2010, First Special Session, chapter 1, art. 13, sec. 2; and Laws of Minnesota 
2011, First Special Session, chapter 7, art. 6, secs. 15-18. 
13 Laws of Minnesota 2008, chapter 366, art. 2, sec. 12; and Laws of Minnesota 2010, chapter 215, 
art. 13, sec. 12. 



 
  

  

 

 

 

 

 

 

 

 

   

  

                                                      

 

 

 

 

57 FUNDING LOCAL GOVERNMENT SERVICES 

Reductions in 
state aid are 
pushing some 
local governments 
to pursue more 
cooperative 
arrangements and 
revisit the 
possibility of 
consolidation. 

As one city official stated: 

Implementing threats and mandates, such as taking away state 
aid, or increasing aid, for such efforts sends the wrong message 
as it paints a picture of winners or losers. The goal with 
consolidation is improvement of service delivery and to make 
that delivery more accessible and affordable.... 

However, some local government representatives said that reductions in state aid 
are pushing local government officials to pursue more cooperative arrangements 
and revisit the issue of consolidation. One city representative stated:   

[Our city and two nearby cities] could very easily consolidate 
three ways.  The cost savings would be immense without 
increasing services drastically….  The major obstacle remains 
the parochial identities of each city.  But as LGA continues to 
remain unstable, the concept is building momentum.  It just 
makes sense. 

Other survey respondents recommended that the state impose stronger conditions 
for state financial support. For example, according to one city official: 

The state should offer assistance, technical and financial, for 
very small entities.  There should be disincentives via aid 
reductions to entities who SHOULD consolidate but refuse. 

And another city official suggested: 

If communities receive significant state aid or their tax rates are 
15 percent greater than the norms for [their type of city], they 
should have to consider consolidation in order to keep receiving 
state aid. 

However, other officials and stakeholders said that a more important priority than 
consolidation should be for the state to ensure that local government aid is 
structured in a way that encourages more efficient services and increases 
performance by local governments.  Further, there may be many reasons—such 
as low population density combined with service needs—why some local 
governments have not dissolved or consolidated.   

From a local perspective, the potential for receiving additional aid may impact 
how a local government configures its services, and possibly their consolidation 
initiatives. For example, some individuals said that the statutory 5,000 
population threshold for receiving state aid for streets and roads had motivated 
some jurisdictions to pursue consolidating with others.14 

14 Minnesota Statutes 2011, 162.09, subd. 1. 
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Local officials and 
residents have 
considered the 
impact a 
consolidation 
would have on 
state aid 
payments to 
their area. 

From our eight consolidation case studies, however, we could not conclude 
whether projected changes in state aid impacted the outcomes of their 
consolidation efforts. Specifically, in accordance with state requirements, local 
officials had estimated the impact of their proposed consolidation on state aid to 
their jurisdictions. Officials then published these estimates in their consolidation 
plans to voters. In two initiatives that estimated state aid would increase, voters 
approved the merger even though the additional state aid was marginal or would 
not be received for several years.  In two other cases, a majority of voters 
rejected the consolidation despite estimated increases in road aid or other aid.  In 
one of these cases, residents said the increased aid would not benefit their 
jurisdiction. Rather, the merger would have meant a loss of aid to their area 
because most of the total aid—including the new aid—would have been 
redistributed to pay for services in the neighboring area. 

From a state’s perspective, some people suggest that the impact of combining 
two local governments on the state’s budget would be relatively insignificant.  
We compared the state’s general fund and transportation fund budgets to the 
amount of state grants and aids to counties, cities, and townships in 2009.  For 
calendar year 2009, we estimated that the state’s general fund and transportation 
fund budgets totaled about $17.2 billion.15  In 2009, state grants and aids to these 
LGUs totaled about $2.37 billion.  The largest share of these funds went to 
counties (about $1.4 billion), most of which was for state-mandated human 
services programs and for street and highway programs ($818 million total). In 
addition, state grants and aids to cities totaled about $882 million—including 
$482 million for Local Government Aid—and state grants and aids awarded 
directly to townships totaled about $39 million.  

With more than 2,700 local government units in Minnesota receiving about 
$2.37 billion in state aid, the impact of any one merger on the state’s budget 
could be small or large, depending on the LGUs involved, the types and levels of 
services they provide, and the eligibility criteria of the aid program.  For 
example, among the nearly 750 cities that received monies through the state’s 
local government aid program in 2009, total amounts paid to individual cities 
ranged from $86 up to $80 million.16  A total of 69 cities received about 
$1 million or more, and 352 cities received about $100,000 or less.  Among our 
case studies, consolidation proposals estimated a net increase in total state aid for 
some of the jurisdictions, but no change or a reduction in total state aid for some 
others. 

15 Total state grants and aids for counties, cities, and townships are based on 2009 financial reports 
to the Office of the State Auditor by counties, cities, and townships, and exclude interlocal grants, 
such as county-approved state grants to townships for road and bridge projects.  The general fund 
and transportation fund combined budget is estimated based on fiscal year 2009 and 2010 state 
budget data. 
16 Totals represent 2009 amounts of local government aid paid to cities pursuant to Minnesota 
Statutes 2009, chapter 477A.  Minnesota House of Representatives, House Research Local 
Government Aid Lookup, http://www.house.leg.state.mn.us/hrd/lgahist.asp, accessed June 27, 
2011. 



 

  

 

 

  

 
 

  

 

 

   

  

 

 

 

 

59 FUNDING LOCAL GOVERNMENT SERVICES 

State funding of 
some capital 
projects 
diminished the 
possibility of local 
governments 
collaborating or 
consolidating. 

Funding Capital Projects 

For any local government, state funding for their capital projects could represent 
a sizable share of their expenditures.  In 2009, local governments’ expenditures 
for capital outlay and debt service totaled $3.5 billion.  State funding for local 
capital projects totaled more than $400 million for fiscal years 2009 and 2010. 
Among individual governments, these expenditures may have been for periodic 
maintenance, infrastructure improvements, or for new capital assets.  Regarding 
the state’s support of local projects, we found that: 

	 State funding for capital projects may have a significant impact on 
the consolidation efforts of some local governments. 

Some local government representatives and other stakeholders told us that the 
state’s funding of some capital projects—mostly in smaller jurisdictions—had 
diminished the probability of local governments merging in their region. 
Specifically, because state funds had supported and made it possible for these 
local capital projects to move forward, there was no longer an incentive for the 
recipient to collaborate with other local jurisdictions.  The projects included a 
government center, roads, and wastewater infrastructure.  These individuals also 
expressed concern about the financial ability of these communities to maintain 
these assets in future years. 

On the other hand, some local officials advised us that state funding of local 
capital projects made it possible for their jurisdiction to carry out large scale 
collaboration or functional consolidation of some services.  They also suggested 
that the state continue to provide funding for projects when they are developed 
jointly or benefit more than one local government. 

However, state 
funding also 
helped local 
governments 
collaborate on 
large capital 
projects. 

RECOMMENDATION 

The Legislature should consider ways to encourage more collaboration and 
consolidation among local governments when funding local government 
capital projects and capital grant programs. 

Local governments can obtain state funds or state-supported financing for their 
capital projects through either state bonds or capital grant programs.  However, 
some state agency grant programs do not address or give preference to projects 
that are a collaborative effort by two or more jurisdictions.  For the 2012 
legislative session, preliminary requests for local government capital projects 
totaled $720 million for 90 projects from 58 different local governments 
(although many of these requests were for multi-year projects).  Some of these 
projects were proposed as joint investments with other communities, but there 
may be potential for more collaboration. 
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In Chapter 3, we observed that there may be greater potential for improved 
efficiencies among capital-intensive services, equipment, and capital projects 
than in labor-intensive services, particularly among jurisdictions with smaller 
populations.  In addition, capital costs were a primary factor in recent 
consolidation efforts in Minnesota and a deciding factor for voters in either 
approving or rejecting some consolidation proposals.  In the next chapter, we 
summarize local officials’ perspectives on the potential for reducing local 
government costs, including capital costs, through consolidation. 



 

 

 

 
 

 
 

 

 

 

  

Consolidation Prospects
5 

Consolidation is a 
controversial 
topic among state 
and local officials, 
residents, 
and other 
stakeholders. 

In the previous chapters, we presented information on the extent of local 
government consolidation activities in Minnesota over the last three decades 

and discussed whether consolidation improves efficiencies and reduces local 
government costs.  We also identified the reasons that local governments pursue 
consolidation and examined the impact of consolidation on various stakeholders.   

This chapter summarizes local officials’ perspectives on various service delivery 
options—including consolidation—and discusses obstacles to local government 
mergers. We also make recommendations to the Legislature and local officials 
regarding future consolidation efforts in Minnesota. 

PERSPECTIVES REGARDING 
CONSOLIDATION 

Consolidation is a controversial topic among state and local officials, residents, 
and other stakeholders. Throughout our study, many individuals offered their 
opinions on this topic.  This section presents some of their viewpoints regarding 
the value of consolidating Minnesota local governments and if or when other 
approaches would be more appropriate for restructuring the delivery of services. 

Circumstances for Exploring Consolidation 

We asked local government representatives in Minnesota about the prospects of 
consolidation for their local government and the circumstances under which 
consolidation should be considered by LGUs.  We found that: 

	 Most local government representatives did not think that their local 
government would benefit from consolidating with another entity.  

As shown in Table 5.1, 78 percent of township respondents either somewhat 
disagreed or strongly disagreed that their local government would benefit from 
consolidation, compared with 56 percent of county respondents and 47 percent of 
city respondents.  Some stated that a merger involving their jurisdiction would 
likely result in more cost shifting than cost savings, or that they had already 
reduced service duplication through collaborative efforts.  Other local officials 
suggested that their LGU would not consider merging with an entity 
experiencing real financial “issues” because they did not want to take on 
responsibility for what they viewed as spending or debt problems in a 
neighboring jurisdiction. 
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Table 5.1: Local Government Representatives’ 
Perspectives on Consolidation, 2011 

Neither 
Strongly Somewhat Agree nor Somewhat Strongly 
Agree Agree Disagree Disagree Disagree 

Our city, county, or township 
would benefit from consolidating 
with another local government. 

Most local 
government 
representatives 
reported that 
their local 
government 
would not benefit 
from 
consolidation.   

Counties  6% 25% 13% 32% 24% 

Cities 6 19 28 17 31 

Townships 

All

1 

3 

7 

11 

14 

18 

12

14 

66 

54 

Some counties, cities, or 
townships should consolidate. 

Counties 30% 38% 22% 6% 4% 

Cities 19 37 28 7 9 

Townships 3 15 34 13 36 

All 9 22 32 11 27 

NOTE: Percentages may not sum to 100 due to rounding. 

SOURCE:  Office of the Legislative Auditor, survey of local government representatives, 2011. 

Beyond reasons related to finances, many local officials expressed strong 
opposition to consolidation more generally, in part because of the impact it may 
have on residents. For instance, according to one city representative:   

The bigger your jurisdiction gets, the less people feel they have a 
voice and the more political it becomes.  We already have a 
problem engaging citizens to participate—the more removed 
citizens get the less chance you have to get them to 
participate…more consolidations will create more 
disengagement, especially if they feel the state is shoving 
something at them that wasn’t their choice in this environment. 

Similarly, one township representative asserted: 

We believe it is important to keep our grassroots government at 
the local levels. We have a better handle on issues we face and 
the decisions to be made, therefore we are able to use funds to 
the utmost benefit for our residents. 
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However, many 
local government 
representatives 
said that some 
local governments 
should 
consolidate. 

However, although the majority of survey respondents did not think that their 
local government would benefit from consolidation, we also found that: 

	 Many survey respondents agreed that some local governments 
should consolidate or, under certain circumstances, at least consider 
consolidation. 

The majority of respondents from counties and cities—68 percent and 57 percent, 
respectively—either strongly or somewhat agreed that some LGUs in Minnesota 
should consolidate, as shown in Table 5.1.  Meanwhile, only 18 percent of 
township respondents agreed that some LGUs should consolidate.  

When asked about the conditions under which local governments should consider 
consolidation, the majority of county and city respondents agreed that LGUs with 
severely declining revenues should consider consolidation.1  LGUs that have a 
lack of expertise for mandated services should also consider consolidation, 
according to 52 percent of county respondents and 42 percent of city 
respondents. However, less than a majority of county and city respondents said 
that LGUs that do not meet a minimum population threshold should consider 
consolidation.2  In comparison, less than one-fourth of township respondents 
agreed that LGUs should consider consolidation under each of these conditions.  
As one local representative noted: 

If citizens are happy with their local government and are willing 
and able to pay for the services they receive, the state should not 
intervene. If local revenues are inadequate and populations are 
dwindling, sharing of services and equipment should be 
encouraged and, possibly, consolidation considered. 

Many survey respondents—from LGUs around the state—supported 
consolidation for other reasons, although these reasons varied somewhat among 
counties, cities, and townships.3  Both county and township respondents pointed 
to an overlap of like services for the same areas, particularly between counties 
and townships. Some township respondents said it was difficult to find citizens 
to serve as town officials, for example.  City respondents suggested that some 
entities—including their own—were too small to adequately provide city 
services. According to one city representative:  

As a small city…we don’t have the resources to compete on our 
own. It is more difficult to survive and consolidation with our 
neighboring city may be a viable option. 

1 Fifty-eight percent of county respondents and 54 percent of city respondents strongly agreed or 
somewhat agreed that counties, cities, or townships with severely declining revenues should 
consider consolidation. 
2 We did not specify a minimum population threshold in our survey. 
3 Statement represents 131 responses out of a total 1,106 open-ended responses, including 
responses from 16 counties, 73 cities, and 42 townships.  



 

 

 

 

   

 

  

 

                                                      

 
 

 

64 CONSOLIDATION OF LOCAL GOVERNMENTS 

Many local 
government 
representatives 
said that 
consolidation of 
departments or 
functions is a 
more appropriate 
and cost-effective 
approach than 
complete 
consolidation of 
local government 
units. 

A township respondent wrote: 

Our township would do well under county rule—if we would 
consolidate to [the] county.  … [It is] getting very hard to get 
citizens to run for township office. 

Cooperative Service Agreements and
Consolidation 

Consolidations among counties, cities, and townships in Minnesota are a rare 
occurrence. In the next sections, we discuss possible reasons why more local 
governments do not consolidate.  For example, according to survey respondents: 

	 Rather than consolidating their jurisdictions, most local government 
representatives preferred using cooperative service agreements.  

Among all survey respondents, 74 percent of counties, 62 percent of cities, and 
68 percent of townships said that their cooperative service agreements are a 
better approach for streamlining services and/or reducing costs than 
consolidation.4  These arrangements allow LGUs sufficient flexibility to expand 
services and increase access to expertise, according to survey respondents. 
Further, less than 3 percent of county, city, and township survey respondents 
reported that their 2010 cooperative service agreements reduced the overall 
quality of services.5 

Although consolidation of specific services among LGUs occurs less often than 
other types of shared service arrangements, many survey respondents said 
consolidating departments or functions is a more appropriate and cost-effective 
approach than full consolidation.  For example, one county respondent stated: 

It makes very little sense for [our county] to consolidate in total 
with another county.  What does make sense is to consider 
consolidation by function or line of business.  From that 
perspective, some functions more naturally align with [a nearby 
city], and some align better with counties. 

Another survey respondent stated: 

Consolidation of functions may make more sense.  [For 
example,] combining police departments with [the] sheriff’s 
department.   

As we discussed here and in Chapter 2, it appears that many local governments in 
Minnesota work together to provide services to their residents through the use of 
cooperative service agreements. In addition, incremental boundary adjustments 

4 These totals include responses from survey respondents who also had indicated that they did not 
have any cooperative service agreements in 2010. 
5 These totals include responses from survey respondents with at least one collaborative service 
agreement in 2010. 
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On the other 
hand, some local 
officials were 
ready to progress 
beyond the use of 
collaborative 
agreements to full 
consolidation. 

are used much more often than consolidation to restructure these local 
jurisdictions. Still, we suggest that: 

	 Opportunities to increase collaboration and consolidation, and 
potentially reduce the duplication of services, persist around the 
state. 

Specifically, among our survey respondents, 26 percent of city respondents and 
34 percent of township respondents reported that their jurisdiction did not 
collaborate with another jurisdiction for any services.  Many LGUs also reported 
that the number of service areas in which they collaborated stayed the same 
between 2005 and 2011, and a small percentage of LGUs reported that their 
collaborative activities decreased during this time period.6 

Some local officials told us that they were ready to progress beyond the use of 
service agreements, joint powers boards, or joint districts.  They said that the 
work required to administer service contracts or coordinate with joint boards was 
quite time intensive—sometimes with minimal added value—and that full 
consolidation with one or several neighboring jurisdictions would be more cost 
effective. Among other drawbacks, local officials said that service agreements 
can result in less control over services and raise questions about service equity 
among partners. 

Finally, many local government representatives supported consolidation, or said 
that there were opportunities for reducing duplication in services.  In addition, 
many survey respondents from counties, cities, and townships either strongly 
agreed or somewhat agreed that their local government would benefit from 
consolidation.7  Some specific responses from city representatives included: 

There is a tremendous amount of money spent for duplicate 
services and equipment in the area of fire, police, water, sewer, 
wastewater, and public works.  When there are small cities 
within walking distance of one another it only makes sense to 
reduce costs and merge services. 

And: 

The cost of duplicative services amongst neighboring cities 
and/or townships is a grand example of truly wasteful 
government spending.  

6 Among survey respondents that reported using at least one cooperative service agreement in 2010, 
22 percent of county respondents, 47 percent of city respondents, and 65 percent of township 
respondents reported that they collaborated with the same number of LGUs as they did in 2005.  
Seventeen percent of county respondents, 28 percent of city respondents, and 52 percent of 
township respondents reported that they collaborated in the same number of service areas. About 
1 percent of county, city, and township respondents reported that they collaborated with fewer 
LGUs or in fewer service areas. 
7 Twenty-one county respondents, 134  city respondents, and 88 township respondents somewhat 
agreed or strongly agreed that their local government would benefit from consolidating with 
another local government. 
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According to local 
government 
survey 
respondents, 
there is potential 
for greater 
efficiencies in 
local government 
services. 

Similarly, one township representative stated: 

The state needs to take action on this.  Township government has 
way too much duplication cost.  Basic responsibility for 
township government is to maintain roads and general elections.  
To do this we need all the same equipment that the county 
already has.  Lawyers, engineers, clerks, there is so much extra 
cost to the taxpayer. 

Minnesota local governments have shown that they have a strong preference for 
shared service agreements—rather than consolidation—as a service delivery 
option.  We do not recommend that local governments use one approach over the 
other; instead, a case-by-case analysis is needed to identify when consolidation 
would work better than the status quo or other options, including contracting for 
or sharing of services.  From our survey responses it is clear that many local 
officials believe there is potential for greater efficiencies in local government 
services. In the next section, we discuss who—a state entity or local 
governments—should be responsible for initiating and facilitating the 
consolidation of local governments in Minnesota.  

STATE AND LOCAL GOVERNMENT 
ROLES 

Minnesota’s history of local government consolidation includes a mix of state 
and local initiatives to reduce the number of local governments.  Most recently, 
voters rejected state actions by the Minnesota Municipal Board to consolidate 
various cities during the 1990s. Still, many individuals question why more 
mergers have not occurred, including whether the state should be doing more to 
encourage or direct more mergers.  

Oversight of Consolidation 

In Minnesota and in other states, discussions about consolidation often involve a 
debate about whether the state or local governments and their residents should 
have authority for initiating and directing the consolidation process.  We found 
that: 

	 Most local government survey respondents prefer that local 
jurisdictions retain control over consolidation efforts, rather than 
have the state determine which entities should merge.  

Many local government representatives, even those supporting consolidation, 
stated that it should be up to local jurisdictions to decide whether or not to pursue 
consolidation.  As shown in Table 5.2, 42 percent of county respondents, 
52 percent of city respondents, and 72 percent of township respondents said that 
the state should not be involved in identifying which local entities should merge. 



 

 

  
     

 
 

 
     

     
     

     
     

     
     

   

  

 

 

 
 

 

  

                                                      

 
  

  

 

 

  

 

67 CONSOLIDATION PROSPECTS 

Some suggest that 
a lack of vision 
and long-range 
plan for 
Minnesota 
contributes 
to local 
governments’ 
reluctance to 
consolidate. 

Table 5.2: Local Government Representatives’ 
Perspectives on State Involvement in Consolidation, 
2011 

County City Township All 

To what extent should the state—either the  
Legislature or a state agency—be involved 
in the consolidation of cities, counties,  
and townships? 

State should not be involved 42% 52% 72% 65% 

State should be less involved 13 11 10 10 

State involvement should stay the same 22 21 15 17 

State should be more involved 22 16 3 7 

NOTE: Percentages may not sum to 100 due to rounding. 

SOURCE:  Office of the Legislative Auditor, survey of local government representatives, 2011. 

State laws appear 
to present 
conflicting 
purposes for 
restructuring the 
framework of 
local governments 
in Minnesota. 

For many officials, considering options for restructuring boundaries—including 
consolidation—was an important part of their long-range planning activities.8 

Local officials told us that their ability to coordinate decisions among 
neighboring jurisdictions about the strategic placement of housing, industrial 
parks, and capital infrastructure was key to helping local governments operate in 
the most cost-effective way.  Among several recent mergers in Minnesota, local 
officials said that the improved coordination of planning and smarter growth 
policies were among the greatest benefits to residents.   

On the other hand, skepticism about the state’s involvement in local government 
consolidation was tied in part to what some local officials and other stakeholders 
said was a “lack of vision and long-range plan” for Minnesota.  Some individuals 
pointed to the state’s elimination of services provided by Minnesota Planning and 
the Local Planning Assistance Center as contributing to this problem.  As another 
example, state laws appear to present conflicting purposes for defining and 
restructuring the framework of local governments, where statutes lay out 
processes to facilitate consolidation, but also allow for property owners to 
detach—some suggest too easily—from their local jurisdiction.  As one local 
official stated:   

Until the state has strong oversight of planning and priorities, [it 
is not clear] how it could effectively promote [local government] 
consolidations. 

8 Currently, local governments provide long-range planning functions, where state law authorizes 
counties, cities, and townships to make development decisions about their communities.  See, for 
example, Minnesota Statutes 2011, 394.21, 394.232, 463.353, 462.355, 462.3585, and 473.858.  



 
 

 

 

 

 

 

 

  
 

                                                      

   
   

 

   
   

 

68 CONSOLIDATION OF LOCAL GOVERNMENTS 

Conflicts over 
long-range 
planning and 
development  
have been both 
catalysts and 
obstacles to 
consolidation 
efforts in 
Minnesota. 

Another local official observed: 

The State needs to set the tone and create a plan for 

reorganization. Then we will follow. 


To address these concerns, some individuals suggested that the Local Planning 
Assistance Center (or a similar entity) be reinstated to help guide state and local 
community planning efforts.  They said that this type of department would 
provide a neutral forum for representatives from counties, cities, and townships 
to gather and discuss consolidation and other statewide planning-related topics.  

While some complained about the state’s lack of planning, other officials said 
that the state should impose more stringent requirements on local government 
planning activities (although few had specific suggestions for changes).  From 
our review of case studies, conflicts over long-range planning and development 
have been both catalysts and obstacles to city-city and city-township 
consolidation efforts in Minnesota.  However, the majority of local officials we 
spoke with said that local governments were best suited to address these issues 
and plan for their jurisdiction and, thus, they should retain control over this 
function and their consolidation efforts.    

RECOMMENDATION 

Consolidation efforts in Minnesota should continue to be led by local 
government representatives and citizens.  Further, local government 
officials should consider and pursue such opportunities.  

National research has found that consolidation is more successful if implemented 
voluntarily, rather than mandated.  The last initiative by the state to consolidate 
local governments was in 1997.  Since then, the state has had minimal 
involvement in identifying or directing local governments to consolidate—an 
approach similar to that in most of the nine comparison states we looked at.9 

Further, during the last three decades, more locally directed consolidation efforts 
than state-directed efforts resulted in consolidation.  Some of this success may be 
attributed to the fact that determining potential cost savings and service 
improvements among potential partners requires knowledge of the government 
entities and their service arrangements, which is best provided when involving 
local government staff, officials, and residents.   

In Chapter 3, we discussed the costs and benefits of consolidation and its 
potential for improving efficiencies, particularly for smaller jurisdictions that 
provide capital-intensive services.  Even though there are challenges to 
consolidation and the outcomes can vary, consolidation still has value and should 

9 For example, several states have a state-level entity designated to oversee consolidations, but only 
one of these has the power to initiate the action. Specifically, Wisconsin and Michigan have state-
level entities with the authority to approve or reject local government consolidations; Georgia’s 
General Assembly has the authority to both initiate and approve or reject local government 
consolidations. In practice, however, the decision to initiate or consolidate is “locally driven” in all 
nine states. 



 

 

  

 

 

 

 

 

 

 
 

 

 
 

 

                                                      

   
  

   

 
 

69 CONSOLIDATION PROSPECTS 

Well-seasoned 
technical 
expertise is 
needed to help 
evaluate and lead 
local government 
consolidation 
efforts. 

be considered by state and local officials and citizens as one approach to 
improving local government services and efficiencies.  Local officials also 
should take note that in response to our survey, a fair number of local 
representatives supported consolidation and said their local government would 
benefit from combining with another jurisdiction.  

In making this recommendation, we note that voters have also rejected some 
mergers initiated by local governing bodies and by residents.  For more local 
governments to consolidate, local officials will need to clearly assess voter 
interests and reconcile their service demands when developing consolidation 
plans and proposals. The likelihood that consolidation yields costs savings for 
residents depends on the potential partners involved, but also the extent to which 
local officials administer and adhere to consolidation plans to improve 
efficiencies following a merger.      

Assistance and Grant Funding 

Merging two or more local governments requires planning, analysis, and 
developing a proposal for voters to weigh in on.  Further, most survey 
respondents said that local jurisdictions should evaluate and decide for 
themselves whether or not to consolidate.  However, 

	 Many stakeholders said that the state should provide technical 
expertise and funding for feasibility studies to local governments 
that were interested in consolidation. 

Specifically, many city and township survey respondents stated that they were 
interested in consolidation, but they did not have information about the state’s 
processes or how to evaluate consolidation prospects.  They asked that the state 
develop financial models and process models to help guide local governments’ 
efforts. Further, some LGUs may be more likely to consider consolidation if the 
state or another entity provided education, advice, or financial assistance.10  For 
example, one county official stated:  

Meaningful financial incentives, commitment to reform at the 
state and local government levels, and well seasoned technical 
expertise that has actually assisted with and helped lead 
consolidations is especially needed.  

Similarly, one township clerk wrote:  

If the state feels it’s in the best interest of the State of Minnesota, 
then the state should try to influence voluntary consolidation by 
promoting it through informational programs. 

10 Nearly 200 survey respondents said that the state or other entity should provide education and 
assistance to local governments interested in consolidation.  In addition, nearly 150 survey 
respondents stated that the state or other entity should provide financial incentives or financial 
assistance to local governments interested in consolidation. 



 

 

 

 

 
 

 
   

 

 

 

 

                                                      

 
  

  
    

 

70 CONSOLIDATION OF LOCAL GOVERNMENTS 

In Minnesota, 
there is no central 
resource with 
information about 
the various 
processes to 
consolidate 
counties, cities, 
and townships. 

In addition, most of the individuals we spoke with who were involved with 
consolidation efforts in Minnesota emphasized that they would not have been 
able to work through the process without the assistance of knowledgeable 
consultants and volunteers experienced in local government consolidations.  
Other local officials said that they would not undertake a merger effort without 
first thoroughly evaluating the costs and benefits, but that they had neither the 
time nor expertise to sufficiently assess the value of such an effort.  They also 
said that, given current fiscal constraints, it would be difficult to divert monies 
from services for citizens to study consolidation.  Entities with smaller 
populations in particular noted that they would not have the resources to 
undertake such an effort. 

Minnesota’s Municipal Boundary Adjustment Unit provides some information 
about consolidation processes and statutes through its Web site, but the 
information does not include financial or other evaluation models.  The public 
can access consolidation plans and studies for some past efforts to use as 
examples; however, the information on the MBAU Web site is limited to state-
administered consolidations initiated under Minnesota Statutes, chapter 414. The 
MBAU Web site does not include information or documents pertinent to 
initiatives pursued under the locally directed process (Minnesota Statutes, 
465.81-465.86) or county-county or township-township mergers.11  Further, the 
MBAU office is not staffed to provide planning or other technical assistance.  In 
contrast, we found that some of the other states we looked at—such as New 
York, Michigan, and Wisconsin—provide guidebooks, case studies, and/or 
in-depth planning assistance to those interested in consolidation.12 

RECOMMENDATIONS 

	 The Legislature should provide grant funding—to be administered 
by counties—for cities and townships to evaluate consolidation 
proposals. 

	 The Municipal Boundary Adjustment Unit and counties should 
make available more information and technical materials about 
consolidating local governments in Minnesota.   

The state could help facilitate local government consolidation efforts by 
addressing local officials’ concerns about needing technical expertise and 
information.  First, the Municipal Boundary Adjustment Unit and counties should 
make available to residents and local officials more comprehensive information 

11 MBAU does not provide this information in part because local governments do not report the 
information to this entity.  Historical documents and information regarding consolidations handled 
through the previous Board of Government Innovation and Cooperation are stored at the Minnesota 
History Center. 
12 Such assistance varied among states we looked at, but in most instances, the state or another 
organization provides some materials available in hard-copy or online versions, consultation over 
the phone, expertise on statutory requirements, and some in-depth planning assistance.  



 

 

 

 

 

 

 

            

 

  

                                                      

   
 

 
 

 

71 CONSOLIDATION PROSPECTS 

Initiatives to 
consolidate more 
local governments 
face a range of 
challenges.  

about consolidation, including guidebooks, financial models, and examples of 
consolidation studies.   

In addition, for two or more local governments demonstrating an interest in 
consolidating with each other, the Legislature should provide grant funds for 
feasibility studies.13  These grants could be administered and awarded by 
counties, possibly through the Department of Administration as the state’s fiscal 
agent. Under state law, counties play a unique, local role in overseeing requests 
for boundary adjustments from township residents and are often involved in city 
and township planning efforts.  Thus, counties should have a better 
understanding of consolidation prospects—including local interest among 
jurisdictions—and ways to help local grant applicants than a state-level entity. 

OBSTACLES TO CONSOLIDATION  

We identified some factors that may explain why consolidation does not occur 
more often in Minnesota.  These obstacles are often unique to a jurisdiction and 
its population, or are specific to state processes and statutory requirements.  We 
discuss these factors in the following sections. 

Local Factors 

In Chapter 3, we highlighted several issues that posed challenges to recent 
consolidation initiatives in Minnesota.  In particular, voters had strong concerns 
about preserving existing zoning and land-use ordinances and fairly allocating 
property tax burdens.  These issues were important enough to voters to influence 
how local officials developed the consolidation proposal and the outcomes of the 
referenda. Further, research has found that consolidation efforts that focus 
primarily on reducing costs may not be approved by voters.  Through our survey, 
local officials also identified other factors that may impede consolidation efforts, 
as shown in Table 5.3. Based on our research, we found that:    

	 Consolidation may not be appropriate for all local governments.  For 
jurisdictions in which consolidation may be a viable option, they still 
may face numerous challenges.   

13 Four states we looked at currently have a grant program that partially or fully funds feasibility 
studies or the implementation of local government consolidation.  In Minnesota, the previous Board 
of Government Innovation and Cooperation provided grants to help local governments study the 
feasibility of merging; these monies also helped local governments prepare information for voter 
review and consideration. 



 

 

   
     

     
   

      
 

    

     

    
     

    

     
   

     

 

 

 

 

                                                      

  

    

 

 

72 CONSOLIDATION OF LOCAL GOVERNMENTS 

Table 5.3: Percentage of Local Government Survey
 
Respondents Indicating Issue is a Significant 

Obstacle to Consolidation, 2011 


Issue County City Township Overall 

Loss of control and authority over 
services 70% 55% 65% 62%
 

Loss of identity with current jurisdiction 65 56 60 59
 
Resistance by citizens 64 52 56 55
 
Resistance or lack of interest by elected 


officials 62 47 45 46
 
Differences among potential partners in 


how services are financed 59 41 42 43
 
Inability to agree with potential partners 


on purpose and goals of 
consolidation 53 40 40 40
 

Unwanted changes in services 46 43 50 48
 
Lack of funding for the upfront costs of 


Lack of funding to evaluate the 
feasibility of consolidation 

consolidating 45 47 37 40
 

43 46 34 38
 
Possible increased ongoing costs 42 40 48 45
 
Statutory constraints 35 17 24 22
 

SOURCE:  Office of the Legislative Auditor, survey of local government representatives, 2011. 

According to local 
representatives, 
concern about the 
loss of control and 
authority over 
services is a 
primary obstacle 
to more 
consolidation 
efforts in 
Minnesota. 

As we discussed in Chapter 3, there are many factors that may affect whether 
consolidation would improve the efficiencies of local governments.  In addition, 
some jurisdictions may be too large—either in population or geographic size—to 
benefit from consolidation.14  Many survey respondents and other individuals we 
spoke with, even those that supported consolidation, suggested that the resources 
required to overcome geographic distances for services that require in-person 
interaction would largely offset any potential cost savings from a merger of 
larger entities with sparse populations. A 1997 study of the feasibility of 
merging Minnesota counties supported these assertions and found that 
consolidation could increase per-capita costs for some counties.15 

Table 5.3 shows several other factors that survey respondents viewed as 
significant obstacles to the consolidation of local governments in their region.  In 
particular, respondents identified two factors pertaining to the governance of 
LGUs—loss of control and authority over services and resistance or lack of 
interest by elected officials—more often than most other factors.  Two other 
obstacles cited most often pertain to residents’ reactions to mergers in their 

14 Sixty-two percent of county respondents, 49 percent of city respondents, and 49 percent of 
township respondents said that some LGUs were too large—by either population or geographic 
size—to consolidate. 
15 Minnesota Board of Government Innovation and Cooperation, The Feasibility of Adjusting 

County Boundaries in Minnesota (St. Paul, 1997), 42. 
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Very few local 
governments 
reported that they 
surveyed citizens 
about their 
interest in 
consolidation.  

community:  loss of identity with current jurisdictions and resistance by 
citizens.16  As one city official noted: 

Without significant financial assistance, few cities will consider 
consolidation—it is costly and a sensitive subject with residents 
of any community and requires a lengthy process to reach 
consensus and a community-wide comfort level that allows 
forward movement. 

At the local level, each of these factors varies depending on the potential partners 
in a merger. There is no one-size-fits-all approach for jurisdictions to overcome 
perceived obstacles in their community, and reconciling these issues should be 
considered on a case-by-case basis.  

Regarding local officials’ concerns about resistance by citizens, we note that in 
response to our survey, only a handful of local government representatives 
reported surveying citizens in the last five years about their interest in 
consolidation. Local officials’ perceptions that citizens—as voters—may resist a 
consolidation effort may be based in part on the relatively low success rate of 
past consolidation referenda in Minnesota.   

RECOMMENDATION 

Minnesota local governments looking for service delivery options should 
survey citizens to determine their interest in consolidation. 

It may be useful for local governments seeking to reconfigure their services and 
improve their fiscal situation to determine whether there is sufficient citizen 
support to pursue either functional or structural consolidation.  Further, assessing 
the level of citizen support is important because, in many cases, voters have the 
final say about a consolidation proposal through referenda.  Surveys or focus 
groups of residents could help guide jurisdictions’ efforts to reform how they 
deliver services.   

State Processes 

From our review of case studies we learned that some local stakeholders involved 
in consolidation efforts in Minnesota preferred the locally directed process— 
under Minnesota Statutes, 465.81-465.86—over the process administered 
through the state’s Municipal Boundary Adjustment Unit under Minnesota 
Statutes, 414.041.  They cited several benefits of the process under Minnesota 
Statutes, 465.81, including greater buy-in by local officials and residents— 
because it is locally directed—and more flexibility in determining the time frame, 
path, and resources necessary to carry out the initiative. 

16 These and other issues were identified in national research and by representatives from other 
states as reasons more local government mergers have not occurred.  For example, nearly half of 
the representatives from other states said that an uninformed or misinformed public was a major 
obstacle to local government consolidation; some said that deliberate efforts to spread 
misinformation had successfully stopped some consolidation attempts. 
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With regard to the state process through MBAU, local officials and other 
stakeholders viewed two requirements as too restrictive.  First, they suggested 
that the schedule for selecting and appointing candidates for a consolidation 
commission to study the consolidation proposal, hold hearings, and report back 
to the chief administrative law judge was too rigid.  Second, ensuring the correct 
composition of the commission—a minimum of five individuals from each 
jurisdiction and one from outside the jurisdictions—for the duration of the 
process was viewed as challenging to comply with, particularly for smaller 
jurisdictions.17  Current law does not permit local units of government to deviate 
from either of these provisions.    

Some state 
requirements for 
consolidating 
cities may be too 
challenging for 
small jurisdictions 
to accomplish. 

RECOMMENDATION 

The Legislature should amend Minnesota Statutes 2011, 414.041, 
subds. 2-3, to allow for process-related waivers by the state’s chief 
administrative law judge.     

The process administered by the Office of Administrative Hearings Municipal 
Boundary Adjustment Unit under Minnesota Statutes, 414.041, provides an 
important resource for local jurisdictions and citizens interested in pursuing 
consolidation. The statutes governing this process also outline important factors 
that help local officials assess whether consolidation among two jurisdictions is a 
worthy pursuit.  However, the aforementioned process-related requirements may 
be too difficult for some jurisdictions to comply with.  We think that allowing 
jurisdictions more flexibility in their initiatives, upon showing of good cause to 
the chief administrative law judge, may be helpful for jurisdictions demonstrating 
an interest in consolidation. 

County Consolidations 

In Minnesota, there have been no significant changes in county jurisdictions for 
many decades.  In Chapter 2, we observed that county mergers are governed by 
several different statutes that provide minimal guidance for counties to 
consolidate, particularly when compared with their statutory responsibilities and 
their range of services. 

There may be many explanations for the lack of mergers among Minnesota 
counties. Among the possible reasons, some counties may have determined that 
consolidation is not appropriate for their residents, and officials have sought 
other ways to streamline services and reduce costs.  As we described earlier, all 
of our county respondents reported that they participated in cooperative 
agreements and other shared service arrangements, and counties reported having 
a median of twenty such agreements.  

17 Members must serve on the commission until it issues its report to the chief administrative law 
judge; the report must be submitted within two years of the initial appointment of the commission. 
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Unlike some other 
states, Minnesota 
allows voters to 
initiate 
consolidations 
among counties. 

Another possible reason could be that a county-county merger in Minnesota 
could be quite complicated.  For instance, counties’ extensive use of cooperative 
service arrangements would likely require time and resources to renegotiate and 
reconcile services among their local partners.  Minnesota counties also act as 
agents of the state and administer many services as part of state and federal 
programs.  Regarding these responsibilities, local officials specified several 
factors they would need to address as part of a merger, including funding 
formulas for state-supervised services and state-county coordination of some 
services, such as corrections programs.  County representatives also were more 
likely than representatives from cities and townships to point to statutory 
constraints—such as requirements pertaining to county attorneys and sheriffs, 
and high voter threshold requirements—as significant obstacles to consolidation. 

We compared two of Minnesota’s requirements for county mergers to those in 
our nine comparison states.  In doing so, we found that only six states have laws 
or constitutional provisions that explicitly allow counties to consolidate, and only 
four of these states provide some guidance about the process.18  In the three other 
states, neither state statutes nor the state constitution address how or whether 
county mergers may occur.19  In examining these states’ processes, we found 
that: 

	 Minnesota imposes a higher voter threshold to initiate and approve 
consolidations among counties than most comparison states.  

In Minnesota, residents can petition their governing body to initiate consolidation 
proceedings by compiling the signatures of a requisite number of voters.  Some 
Minnesota officials said that Minnesota’s threshold is too high for county 
mergers. Among our nine comparison states, only three states—Indiana, 
Pennsylvania, and South Dakota—explicitly allow voters to initiate a county 
consolidation, as shown in Table 5.4.  However, Table 5.4 also shows that 
compared with these three other states Minnesota had the highest threshold—25 
percent of the votes cast in the last general election—while the thresholds for the 
other three states ranged from 5 percent to 15 percent.  In comparison, Minnesota 
was at the lower end of the spectrum for city consolidations, requiring signatures 
of at least 5 percent of the votes cast for governor in the last general election.20 

18 Georgia, Michigan, Indiana, Pennsylvania, South Dakota, and Wisconsin explicitly allow county-
county mergers.  The latter four provide some statutory guidance for county mergers. 
19 The three states are New York, Ohio, and Washington.  Representatives from these three states 
said that new legislation would be required to allow and address the processes for consolidating 
counties. 
20 In Minnesota, requirements for initiating a consolidation involving a county or city differ from 
those for townships.  Generally, mergers among townships may only be initiated by a petition of 
voters.  Under certain conditions, a county board may dissolve a township and merge the area with 
another township. 
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Table 5.4: Petition and Referendum Requirements in Minnesota and 
Comparison States, 2011 

State 

Minnesota 

Georgia 

Indiana 

Michigan 

New York 

Ohio 

Pennsylvania 

South Dakota 

Washington 

Wisconsin 

Threshold Required to Initiate Consolidation by Voter Petition 

County-County Consolidation 

25% of county residents voting in 
the last general electiona 

County consolidations allowed but 
voters cannot initiate 

5% of votes cast in the last election for 
Secretary of State 

County consolidations allowed but 
voters cannot initiate 

County consolidations not explicitly 
allowed 

County consolidations not explicitly 
allowed 

5% of votes cast in last gubernatorial 
election 

15% of registered voters in each entity 

County consolidations not explicitly 
allowed  

County consolidations allowed but 
voters cannot initiate 

City-City Consolidation 

5% of votes cast for governor in 
last general election 

City consolidations allowed but 
voters cannot initiate 

5% of votes cast in the last 
election for Secretary of State 

5% of total population of each 
entity 

City consolidations not explicitly 
allowed 

10% of votes cast in last 
gubernatorial election 

5% of votes cast in last 
gubernatorial election 

15% of registered voters 

10% of votes cast in last municipal 
election

City consolidations allowed but 
voters cannot initiate 

Referendum to
 
Approve Requires 

Majority Vote in  


Each Entity
 

Xb 

X 

X 

Xc 

X 

X 

X 

X 

Xd 

NOTES: Thresholds may differ for consolidation of townships or other combinations of entities.  Among all states, state laws require that 
jurisdictions be contiguous, adjacent, and/or overlapping for most types of mergers. 

a 
Consolidation of two or more counties in Minnesota can also be initiated by filing a resolution unanimously adopted by the board of each 

affected county under Minnesota Statutes 2011, 373.51, with the Secretary of State. 

b
 In Minnesota, consolidation of counties requires approval from 60 percent of voters in each county—the highest threshold among our 

comparison states. However, consolidations pursued through Minnesota Statutes 2011, 465.81-465.86, may involve a different threshold 
as determined by the reorganization plan.  

c
 In Michigan, voters must petition for a final referendum for city consolidations; if they do not, the consolidation is final if approved by the 

state boundary commission. 

d
 In Wisconsin, a final referendum is not required for consolidations attempted through cooperative boundary agreements among cities 

under Wisconsin Statutes 2011, 66.0307.  Residents may petition for a referendum, but it is advisory only. 

SOURCE:  Office of the Legislative Auditor, summary of state statutes, constitutions, and interviews with other state representatives. 

Among the six other states that explicitly allow county-county mergers, most of 
them require that residents have the final say on a consolidation proposal through 
a referendum and vote, as shown in Table 5.4.  In most of these states, including 
Minnesota, a majority of voters in each entity must approve the consolidation.21 

Compared with six other states that require voters to approve county-county 
mergers, Minnesota’s 60-percent voter approval threshold was the highest.  

21 Some states allow for a different voter threshold, where approval is based on an affirmative vote 
by a majority of voters from the entire area under consideration, rather than a majority from each 
entity. 
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These higher voter thresholds pose additional challenges for county officials 
seeking to initiate and develop consolidation proposals that are satisfactory to 
residents. 

Consolidation 
proposals should 
be evaluated on a 
case-by-case basis 
to determine the 
potential for 
improved services 
and outcomes. 

RECOMMENDATION 

The Legislature should provide funding for a county-administered pilot 
project to (1) develop a more comprehensive process and guidelines for 
consolidating counties in Minnesota, and (2) facilitate consolidation among 
two or more counties demonstrating significant interest in combining their 
jurisdictions. 

We think that proposing a consolidation would be a large undertaking for any 
Minnesota county, in part due to a lack of experience and statutory guidance.  
The counties’ role as administrative agents of the state and providers of many 
state-mandated services also would require the involvement of various state 
agencies and, thus, likely complicate any merger attempt.  Further, the financial 
investment required to carry out an initiative and present the question to voters is 
of concern to county representatives, particularly when voters may reject the 
proposal. 

More work by state and local officials is necessary to address stakeholders 
concerns about state requirements and to further develop the process and 
guidelines for consolidation initiatives by counties or their residents.22  This work 
could be completed separately or as part of a pilot project involving two counties 
interested in consolidating.  For such a project, the Legislature should provide 
financial support to help facilitate the merger.  Finally, as we have noted 
elsewhere in this report, consolidation proposals should be evaluated on a case-
by-case basis to determine the potential for improved services and outcomes.   

22 County officials and community leaders have previously suggested that, if the state wished to 
encourage boundary adjustments or consolidations among counties, the state should work with 
local officials to remove legal and fiscal barriers to their implementation.  See Minnesota Board of 
Government Innovation and Cooperation, Summary Report: The Feasibility of Adjusting County 
Boundaries in Minnesota (St. Paul, 1996), ii. 



 



 

 

 

 

 

 

  
 

 

  

 

  
 

   
 

 

 

 

 

List of Recommendations 


 The Legislature should consider ways to encourage more collaboration and 
consolidation among local governments when funding local government 
capital projects and capital grant programs.  (p. 59) 

 Consolidation efforts in Minnesota should continue to be led by local 
government representatives and citizens.  Further, local government officials 
should consider and pursue such opportunities.  (p. 68) 

 The Legislature should provide grant funding—to be administered by
counties—for cities and townships to evaluate consolidation proposals.           
(p. 70) 

 The Municipal Boundary Adjustment Unit and counties should make 
available more information and technical materials about consolidating local 
governments in Minnesota.  (p. 70) 

 Minnesota local governments looking for service delivery options should 
survey citizens to determine their interest in consolidation.  (p. 73) 

 The Legislature should amend Minnesota Statutes 2011, 414.041, subds. 2-3, 
to allow for process-related waivers by the state’s chief administrative law 
judge. (p. 74) 

 The Legislature should provide funding for a county-administered pilot 
project to (1) develop a more comprehensive process and guidelines for 
consolidating counties in Minnesota, and (2) facilitate consolidation among 
two or more counties demonstrating significant interest in combining their 
jurisdictions. (p. 77) 



 



 

 

 
 

 
 

   
 

  
 

 

    

 

 

 

 

 
 

 
 

 

 

 
 

 

 

 
 

  

  

Factors for Considering 
Consolidation 
APPENDIX 

Minnesota law lays out several different processes to consolidate local 
governments.  The following tables outline key requirements for some of these 
processes.  Table 1 shows the analyses and procedures that local officials must 
address for consolidations pursued under Minnesota Statutes 2011, 465.81
465.86, the locally directed process.  Table 2 shows the analysis that local 
officials must address when merging under the processes in Minnesota Statutes 
2011, chapter 414. 

Table 1: Contents of Cooperation and Combination 
Plan, 2011 

The plan for cooperation and consolidation must address: 

	 The specific cooperative activities the units will engage in during the first two years; 

	 The steps to be taken to effect the merger, with completion no later than four years after 
the process begins; 

	 The steps by which a single governing body will be created or, when the entire territory 
of a unit will be apportioned between or among two or more units, the steps to be taken 
to provide for the representation of the residents of the apportioned unit; 

	 Changes in services provided, facilities used, and administrative operations and staffing 
required to effect the preliminary cooperative activities and the final merger, and a two-, 
five-, and ten-year projection of expenditures for each unit if it combined and if it 
remained separate; 

	 Treatment of employees of the merging governments, with specific provisions for 
reassigning employees, dealing with exclusive representatives, and providing financial 
incentives to encourage early retirements; 

	 Financial arrangements for the merger, specifically including responsibility for debt 
service on outstanding obligations of the merging units; 

	 One- and two-year impact analyses, prepared by the granting state agency at the 
request of the local government unit, of major state aid revenues received for each unit 
if it combined and if it remained separate, including an impact analysis, prepared by the 
Department of Revenue, of any property tax revenue implications associated with tax 
increment financing districts and fiscal disparities; 

	 Procedures for a referendum to be held before the proposed combination to approve 
combining the local government units, and specifying the voter approval threshold 
requirements for the referenda; and 

	 A time schedule for implementation. 

SOURCE: Minnesota Statutes 2011, 465.82, subd. 2. 
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Table 2: Factors for Considering Consolidation, 2011 

Factors for Consideration of Consolidation: 

	 Number of households; past, present, and projected populations. 

	 Quantity of land within the area; the natural terrain including physical features, general 
topography, major watersheds, soil conditions and such natural features as rivers, lakes 
and major bluffs; 

	 Present pattern of physical development, planning, and intended land uses in the area, 
and the impact of the proposed action on those uses; 

	 Present transportation network and potential transportation issues, including proposed 
highway development; 

	 Land use controls and planning presently being used in the subject area, including 
comprehensive plans, select plans and policies of the Metropolitan Council, and any 
inconsistencies between proposed development and existing land use controls; 

	 Existing levels of governmental services being provided to the subject area, including 
water and sewer service, fire rating and protection, law enforcement, street 
improvements and maintenance, administrative services, and recreational facilities; and 
the impact of the proposed action on the delivery of the services; 

	 Existing or potential environmental problems and whether the proposed action is likely 
to improve or resolve these problems; 

	 Fiscal impact on the subject area and adjacent units of local government, including 
present bonded indebtedness; local tax rates of the county, school district, and other 
governmental units, including, where applicable, the net tax capacity of platted and 
unplatted lands and the division of homestead and nonhomestead property; and other 
tax and governmental aid issues; 

	 Relationship and effect of the proposed action on affected and adjacent school districts 
and communities; 

	 Whether delivery of services to the subject area can be adequately and economically 
delivered by the existing government; 

	 Analysis of whether necessary governmental services can best be provided through the 
proposed action or another type of boundary adjustment; 

	 Degree of continuity of the boundaries of the subject area and adjacent units of local 
government; and 

	 Analysis of the applicability of the State Building Code. 

NOTES:  Minnesota Statutes 2011, 414.0325, reference the requirements listed in Minnesota 
Statutes 2011, 414.031, subd. 4. Minnesota Statutes 2011, 414.041, reference the requirements 
listed in Minnesota Statutes 2011, 414.02, subd. 3.  Among the various processes, some factors differ 
slightly.    

SOURCES:  Minnesota Statutes 2011, 414.02, subd. 3; 414.031, subd. 4; 414.0325; and 414.041. 
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