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In some cases, developers say they can’t sell lots for what they owe cities that helped pay
for infrastructure in new neighborhoods.
“It’s almost like they’d give the lot for free if you’d build the house,” said John Norman,
St. Cloud’s ﬁnance director. “It’s not a good thing.”
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A few houses dot the network of roads in the Waters Edge at Donovan Lake development on June 3. The project was supposed to bring 1,261 new housing units.
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Standstill

Too many lots

So far, 57 homes have been built in the Donovan Lake project in St. Cloud. Since January 2007,
30 of those houses have gone through foreclosure, according to the assessor’s office.

GAMBLING on GROWTH
The public cost of Central Minnesota’s
housing boom and bust
“There are so many lots,”
said Michael Couri, attorney
for the cities of Avon and
St. Augusta, which both have
large, unfinished subdivisions.
“There’s much, much more
than anybody thought.”
In many cases, the lots are
in foreclosure and owned by
a bank. Banks don’t want to
hold onto the land, so they
are looking to sell lots cheap,
Couri said. He likens the situation to “a watermelon going
through a snake.”
“It’s driving the prices
down way low — much,
much lower than anyone anticipated,” he said.
There is real discussion
about entire housing developments going into tax forfeiture, he said.
“Everyone always thought
these lots had enough value,”
Couri said.
At one recent point,
St. Cloud had 1,700 vacant
lots, said John Norman, the
city’s finance director.
Meanwhile, the local
building rate has slowed
significantly. In 2004, more
than 800 permits for singlefamily homes were issued in
St. Cloud, Sauk Rapids, Sartell, Waite Park, St. Joseph
and St. Augusta. But five
years later, just more than
100 permits were issued.
In some cases, developers
say they can’t even sell lots
for the amount of assessments they owe to cities that
helped pay for infrastructure
in new neighborhoods.
“It’s almost like they’d give

the lot for free if you’d build
the house,” Norman said. “It’s
not a good thing.”
Even if a development has
only one or two homes, the
city is still responsible for
snowplowing and street and

the homes being built,” said
Dale Powers, a former Clear
Lake City Council member
and a private planning consultant. “But since the homes
aren’t being built, they’re left
with really nothing.”

might ask, “Am I stupid? Am
I crazy?”
“When everyone else (goes)
with their gut, it’s hard to go
with the numbers,” he said.
Johnston said he thinks a
cooling-off period should be
required to allow public officials to think about a decision from all angles.
“We’re all susceptible to
that,” he said. “And good
public policy should keep us
from doing that.”
And in small towns, it can
be difficult for city officials to
deny a new subdivision even
if they recognize it’s premature, Powers said.
“They can’t look at the
guy they go to church with,
(whom) they’ve known their
whole life ... and tell him no,”
Powers said. “It takes a lot of
strength by an elected official
to tell that person no.”

Into the shadows

Three years ago Ken Croat
had 28 people working for
him.
Now he has two.
Croat is the owner and
CEO of Croat-Kerfeld
Homes, which owns several
subdivisions in the St. Cloud
area, including Coyote Creek
in St. Cloud and Avalon Village in Sartell.
During the flush years, he
built 90-100 houses a year.
In the past couple years he’s
built eight to 10 per year.

“Cities have been told there’s going to be a lot of property tax
generated from the homes being built. But since the homes aren’t
being built, they’re left with really nothing.”
Dale Powers, Former Clear Lake City Council member and private planning consultant
utility maintenance. Those
costs can be a strain for cities
with tight finances exacerbated by cuts in state aid.
“Cities have been told
there’s going to be a lot of
property tax generated from

Public policy
Earlier this decade, developers, builders, mortgage
brokers, banks and real
estate agents were making good money. In 2004,

going with their gut instead.
“We get caught up in the
optimism of something, and
you think, ‘Wow, it’s going to
be great. Things are going to
happen,’ ” Johnston said.
He said a lone skeptic

He said some of his developments are about one-third
or half full. Foreclosures have
made it difficult for builders to
sell new homes; the prices of
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Homebuilding has come
to a virtual standstill, and
the glut of building sites
is drag ging down land
values and causing serious
financial problems for developers and cities.
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The Times collected data
on almost 60 stalled developments in St. Cloud, Sauk
Rapids, Sartell, St. Augusta,
St. Joseph, Kimball, Rice,
Clear Lake and Avon. All
have at least 10 vacant lots;
some have dozens; a few,
more than 100. In many developments, just a tiny fraction of the planned homes
have been built. A few developments stand empty.
Minnesota developers,
builders and investors have
lost thousands or even millions on a gamble that the
housing market would keep
growing. Some have gone
bankrupt or owe thousands
in taxes and assessments.
Elected officials and other
government leaders made
the same gamble. In many
cases, cities bore the cost of
expanding and improving
roads, sewer and water lines,
treatment plants and schools,
all based on growth projections that didn’t materialize.
Those developments
haven’t generated the property tax revenue, assessment
payments and user fees city
officials expected. In some
cases, stalled developments
have burdened cities with
millions of dollars of debt.
“I think it could be a very
major problem for local governments in the future,” said
Edward Goetz, director of
the Center for Urban and Regional Affairs at the University of Minnesota’s Humphrey
Institute of Public Affairs.
Jeff Johnson , assistant
Stearns County assessor, estimates the lot surplus will
take five to 10 years to absorb, depending on location
and how quickly the economy recovers.
That means taxpayers
like Tarr will continue to
pay for maintenance, roads
and street signs in neighborhoods where few people live.
It means people will dwell
in stark neighborhoods
they thought would be bustling, and live in homes they
thought would grow in value
but actually declined.
And it means city leaders
and business owners will
keep looking for ways to recoup their losses.

St. Cloud issued residential
building permits for projects
worth more than $53 million
combined.
Cities in fast-growing areas
such as St. Cloud expected
the growth to continue and
helped pave the way for new
residential subdivisions.
As area communities
planned for the future, they
based their decisions on
projections of strong growth
from the state demographer’s
office and other sources, said
David Drown, a financial adviser who works with several
Central Minnesota cities.
“Just about everybody was
telling them, ‘Expect a lot of
growth,’ ” Drown said.
It didn’t happen.
In 2004, Minnesota city
leaders were also trying to
deal with dramatic Local
Government Aid cuts made
by Gov. Tim Pawlenty. That
might not have been the
only reason cities went into
debt for developments that
are now stalled. But it’s one
factor in their decisions, said
Louis Johnston, associate
professor of economics at the
College of St. Benedict and
St. John’s University.
He’s sure most local city
officials acted responsibly by
looking at population and
income growth estimates before signing off on new public projects.
But sometimes they don’t,
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