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Executive Summary 
 
This study was undertook to gain an understanding of the issues associated with the increasing 
conversion of single-family homes to rentals in Frazee and to examine if the City Council should adopt a 
rental density ordinance. 
 
Rental restrictions have come to the forefront of municipal planning efforts in Minnesota as cities realize 
increased rates of conversion of single-family homes to rentals. Several studies have documented 
adverse effects associated with concentrations of rental properties and cities have found resolve with 
the establishment of ordinances regulating the number of rentals on a given block. Research shows that 
rental concentrations are linked to increased police calls and code violations, and data findings in Frazee 
give merit to those claims. 
 
The key findings of this study are outlined below: 
 

 The proportion of renter-occupied housing in Frazee has risen substantially in recent decades, and is 
now well above the statewide average (42% vs. 27%). Much of this increase can be attributed to the 
conversion of older, lower valued single-family homes that were once owner-occupied into rental 
use. Based upon future housing projections, this trend is expected to continue into the future.  

 

 The need to consider a rental density ordinance is rooted in the City of Frazee’s Comprehensive Plan 
(2019), which contains a strategy to “Explore a rental density code to limit the concentration of 
rental properties within the city.” 

 

 The literature review indicates that the overconcentration of rental houses in single-family 
residential neighborhoods can have the following negative impacts on surrounding residential 
properties and neighborhoods: increased noise, traffic, litter, and illegal parking; inadequate 
property maintenance; and a general decrease in quality of life for permanent residents of the 
neighborhood.  

 

 Literature also demonstrates that there is a beneficial relationship between homeownership and 
neighborhood stability. Homeowners have more at stake with their properties and, in turn, take 
better care maintaining them. In doing so, property values are maintained and may increase, and 
social conditions may be improved as another result. Along with the maintenance of property values 
comes maintenance of property tax revenues collected by the City, benefitting all in the community. 

 

 Data for Frazee reveals a direct relationship between the concentration of rentals and rental-related 
calls for police service. Areas of the City that have the highest concentration of rental properties also 
have the highest rate of rental-related police calls. Additionally, public nuisance/property 
maintenance issues are greater among rentals than owner-occupied housing.  
 

 Other Minnesota cities, including Anoka, Mankato, North Mankato, Northfield, West Saint Paul, and 
Winona, have enacted a rental density limit for various reasons. Several of these cities established 
their ordinance many years ago and continue to enforce it, which is an indication that the ordinance 
has been effective.  
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Recommendations from this study are outlined below: 
 
Recommendation 1: The City Council should amend Title 9, Chapter 2 (Rental Units) of the Frazee City 
Code to include a rental unit density limit.  
 
Recommendation 2: The City Council should amend Title 9, Chapter 2 (Rental Units) of the Frazee City 
Code to include a definition for a ‘block’.  
 
Recommendation 3: The City Council should amend Title 9, Chapter 2 (Rental Units) of the Frazee City 
Code to include an option for a temporary rental unit registration.  

 

Section 1: Study Background 
 
1.1 Purpose 
 
The City of Frazee’s Housing Study (2019) indicates that the percentage of renter-occupied housing units 
in the City has increased substantially in recent decades. Much of this increase has occurred because of 
the conversion of older, lower valued homes that had once been owner-occupied to rental use. While 
the City values providing opportunities for renters, research shows that concentrations of rental 
properties can lead to undesirable conditions posing a threat to neighborhood quality of life. These 
conditions include increased nuisance complaints, code violations, and calls for police service that 
impact the public welfare of citizens who both own and rent homes. Data collected in Frazee 
demonstrate a connection between the concentration of renter-occupied properties and increased 
incidents of these actions. 
 
In accordance with the implementation of the City of Frazee’s Comprehensive Plan (2019), on October 
14, 2019, the City Council enacted a one-year moratorium on new rental registrations (Appendix A) in 
order to prepare this study and protect the planning process. The purpose of this study is to document 
and recommend actions to address the increasing conversion of single-family, owner-occupied, 
residential homes to renter-occupied homes in the City.  
 

1.2 Intent 
 
This study provides background information, supporting data, and recommendations that work toward a 
shared community vision of maintaining a high quality of life in the City of Frazee and its neighborhoods. 
In this context, the City approaches the regulation of rental properties in a nondiscriminatory manner, 
appropriately considering the rights of property owners, renters, and their neighbors similarly. With 
these values in mind, this study provides recommendations based on peer reviewed empirical research, 
as well as data collection and analysis specific to Frazee. 
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Section 2: Studies Conclude that Issues Exist When Rentals are 
Concentrated in Single-Family Neighborhoods 
 
2.1 Negative Impacts Associated with Rental Concentrations in Single-Family 
Neighborhoods 
 
In 2012, the City of Winona contracted with the Hoisington Koegler Group Inc. (HKGI) to conduct a 
literature review relating to rental housing concentrations and associated negative impacts on 
neighborhood quality and livability; a copy of this review is provided in Appendix B. The review found 
several studies containing empirical analyses linking higher concentrations of rental houses to negative 
impacts on surrounding neighborhoods. Findings concluded that overconcentrations of rental houses in 
single-family residential neighborhoods can have the following negative impacts on surrounding 
residential properties and neighborhoods: increased noise, traffic, litter, and illegal parking; inadequate 
property maintenance; and a general decrease in quality of life for permanent residents of the 
neighborhood. Nuisance complaints, code violations, and crime incidents are key indicators of a 
neighborhood’s livability and residents’ satisfaction with their neighborhood. The literature supports 
claims of increased occurrences of these in areas of rental concentrations. Likewise, data collected and 
analyzed for Frazee provides evidence of this locally and is further explored in Section 4 of this study. 
 
HKGI also identified several studies through their research containing empirical analyses linking higher 
concentrations of rentals to decreases in property values of nearby homes. One study in particular, “The 
Impact of Rental Properties on the Value of Single-Family Residences”, concluded that “an inverse 
relationship exists between the value of a house and the presence of rental properties in the study 
area.” Data used in this study included over 23,000 single-family residences and over 1,100 home sales 
in San Antonio, Texas. The other studies researched by HKGI supported these findings. No such analysis 
was conducted assessing the impact of property values in single-family neighborhoods with a high 
concentration of rentals in Frazee as part of this review. 
 

2.2 Positive Influence of Homeownership on Neighborhood Stability 
 
Rohe and Stewart (1996)1 authored an article entitled “Homeownership and Neighborhood Stability” 
that gives merit to conventional thinking that increased homeownership leads to greater neighborhood 
stability. The authors focused research efforts on a conceptual model outlining the effects of 
homeownership rates on various indicators of neighborhood stability and found support for that model 
within existing literature. At least four aspects of neighborhoods were found to be positively affected by 
homeownership, including length of tenure of residents, property values, physical condition of 
properties, and social conditions in the neighborhood, such as crime and school dropout rates.  
 
Rohe and Stewart (1996)1 advanced a model that provides evidence of a link between homeownership 
and neighborhood stability. Those opting for homeownership differ from those opting to rent in a 
number of social characteristics. Homeowners are more likely stable defined in terms of length of 
residence and property maintenance. Homeowners possess both economic and use interests in their 
properties, which leads to increased support for increased property maintenance standards. These 
interests also lead to greater social interaction within, and psychological identification with, the 
neighborhood as a whole. With this, homeowners may be more likely to join area organizations that 
protect neighborhood interests. Research also suggests, “homeowners are more likely than landlords to 
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undertake repairs and spend more on them.” It is these interests homeowners have in their property 
that fosters a vested interest in the quality of the neighborhood as a whole. 
 
The article further suggests that homeownership can be an indicator of a family’s status and offers great 
control over one’s living environment. These represent important social and psychological benefits that 
are closely guarded by individuals. The deterioration of surrounding homes within neighborhoods can 
affect their property and may be interpreted as threats to their status and security. 
 
Rohe and Stewart (1996)1 also developed a property value model and found this to suggest that changes 
in the homeownership rate have a positive association with property value changes; suggesting that 
even modest increases in homeownership rates may increase neighborhood property values over time.  
________________________________ 
1 Rohe, W. M. and L. S. Stewart. 1996. Homeownership and Neighborhood Stability. Housing Policy  

Debate. 7(1):37-81. 

 

Section 3: Legal Framework Enabling Rental Restrictions 
 
Restrictions on the density of rentals in a municipality brings several constitutional issues into question 
regarding equal protection, procedural due process, and substantive due process rights under the 
Minnesota Constitution. Additionally, appellants have questioned the level of zoning power provided 
cities under Minn. Stat. § 42.357, Minnesota’s zoning enabling statute, to regulate housing in a 
municipality. Recent proceedings involving property owners and the City of Winona, Minnesota have 
given new light to the constitutional validity of a municipality’s efforts to control the quantity of rentals. 
 
A common reaction of many individuals when discussing regulating rental density in a municipality is 
that regulations such as this violate property rights of individuals. However, if a municipality has more to 
gain regarding the general welfare of its citizens, the Minnesota Constitution (according to the Court of 
Appeals of Minnesota) upholds this as a valid use of police power that is not in violation of property 
rights. 

 
3.1 Constitutional Validity: Case Study - Dean v. The City of Winona 
 
In 2005, the City of Winona enacted an ordinance restricting the amount of rental units on a given block 
in certain zoning districts. This was prompted by increased parking demands in the neighborhood and 
concerns of rental concentrations leading to neighborhood blight. Ethan Dean, among others, sued the 
City after a request for a rental license was rejected. The group alleged the Winona City Council 
exceeded legislative authority with the rental density limit claiming the ordinance was unconstitutional. 
The Minnesota Court of Appeals easily concluded against this, finding that the public’s interest in 
regulating rental housing was sufficient to justify the municipality’s police power delegated by the State 
of Minnesota to regulate property. 
 
Dean and others also raised claims that equal protection, substantive due process, and procedural due 
process rights had been violated by the imposition of the ordinance. In the case of equal protection, “A 
party may raise an equal protection challenge to a statute based on the statute’s express terms, that is, 
a ‘facial’ challenge, or based on the statute’s application, that is, an ‘as-applied’ challenge.” State v. 
Richmond. 730 N.W.2d 62.71 (Minn.App.2007) “A facial challenge to a statute on equal protection 
grounds asserts that at least two classes are created by the statute, that the classes are treated 
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differently under the statute and that the treatment cannot be justified.” In re McCannel, 301 N.W.2d 
910, 916 (Minn.1980). Within this context, an equal-protection challenge requires an initial showing that 
“similarly situated persons have been treated differently.” Based on this information, the Court of 
Appeals of Minnesota rejected equal protection challenges concluding the rule to be facially neutral and 
that no similarly situated groups were treated differently; the rule was not applied in an arbitrary 
manner, and in any event would not have resulted in “invidious” discrimination even if similarly situated 
persons were treated differently.2 
 
Substantive due process rights require that only that a statute not be arbitrary or capricious; the statute 
must provide a reasonable means to a permissible objective. Stat v. Behl. 564 N.W.2d 560, 567 (Minn. 
1997). The Court of Appeals of Minnesota found that substantive due process rights weren’t violated 
because the ordinance promoted a valid public purpose of controlling rental density; was enacted after 
considerable deliberation and analysis, didn’t unreasonably, arbitrarily, or capriciously interfere with 
private interests, and was rationally related to the purpose served.2 
 
Appellants also contended that the rental density limit violated their “procedural due process right by 
unconstitutionally delegating legislative power to a property owner’s neighbors.” Arguments that the 
rule delegated legislative power to the neighboring property owners was also rejected finding that 
neighbors don’t vote on how the rule is applied nor do they make decisions regarding its application.2 
 
This case became moot while on appeal to the Supreme Court of Minnesota. The appellants were found 
to “no longer have an interest in the outcome of the litigation” as the properties in which rental licenses 
were being sought for were sold. Appellants attempted to raise claims that this issue was of statewide 
significance and should be ruled on in anticipation of future events to others. Supreme Court Justices 
found no support for this determination and suggested that these claims would not be pursued. In light 
of this, the Supreme Court declined to reach the merits of the appellants’ claims and dismissed the 
appeal.3 
__________________________________ 
2 Dean v. City of Winona, 843 NW 2d 249 - Minn. Court of Appeals 2014 
3 Dean v. City of Winona, 868 NW 2d 1 - Supreme Court of Minnesota 2015 
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Section 4: Trends in Neighborhood Conversion to Rental Property 
 
4.1 Zoning District Affected by Regulation 
 
The residential properties being considered for further regulation in this study are those located in 
Frazee’s Single and Two-Family Residential (R-1) Zoning District.  
 

4.2 Rental Unit Registration Status 
 
As of March 2020, there were 220 rental units registered with the City of Frazee. Of this total, 86 rental 
units were located within the Single and Two-Family Residential (R-1) Zoning District, comprising 20% of 
all housing units in the district. However, it is important to note that based upon a review of available 
parcel information, there are several homes in the in the R-1 Zoning District that are suspected to be 
unregistered rental units. Therefore, this percentage likely does not include all renter-occupied housing 
units.  
 

4.3 Trends in Renter-Occupied Housing Units 
 
A healthy mix of owner and renter-occupied units is important for a community and many communities 
strive to maintain 65-70% of their housing units owner-occupied. The City of Frazee has experienced a 
substantial increase in the amount of rental housing in recent decades. According to the US Census, the 
percentage of renter-occupied housing units increased from 30% in 1990, to 42% in 2010; the 
corresponding statewide average in 2010 was 27%. The City of Frazee’s Housing Study (2019) states that 
many of the rental units added in recent years have been older, lower valued single-family homes that 
had once been owner-occupied. The City of Frazee’s Comprehensive Plan (2019) indicates that nearly 
one-third of the City’s housing was built in 1939 or earlier. Additionally, the City of Frazee’s Housing 
Study (2019) reports that the median value of an owner-occupied home in the City was $103,900 in 
2017, which was substantially lower than the surrounding communities of Perham ($138,200) and 
Detroit Lakes ($167,000).  
 
Housing projections contained in the City of Frazee’s Housing Study (2019) indicate that between 30 and 
40 additional rental units could be added in the City by 2023 to keep pace with expected high demand. 
Given the high proportion of older, lower valued homes in the City, it is reasonable to expect that this 
segment of the housing market will continue to be targeted for conversion to rental properties in order 
to meet this demand. The City of Frazee’s Housing Study (2019) recognizes this trend and cautions that 
it “reduces affordable home ownership opportunities”, and “can also negatively impact community 
stability, as fewer homeowners often result in more household turnover and fewer residents with long-
term ties to the community.” Furthermore, the City of Frazee’s Housing Study (2019) states that while 
this trend “expands rental options, it is probably in the City’s best long-term interest to attract home 
owners, and increase the rate of home ownership.” Keeping in mind the purpose of this study is to find 
the appropriate balance for owner/renter-occupied single-family homes, this expected trend should be 
observed carefully for decision making purposes. If left unchanged, upward trends in rental unit 
registrations will lead to increased concentrations in renter-occupied properties. 
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4.4 Distribution of Police Calls 
 
Police call data (2015-2019) was collected and analyzed for renter-occupied dwellings located within 
Frazee’s Single and Two-Family Residential (R-1) Zoning District. Figure 1 provides a map of the of 
renter-occupied dwellings within this zoning district; each of these dwellings had a rental unit 
registration during the 2015 to 2019 timeframe. Areas 1-3, as depicted in the map, were determined to 
have the highest concentrations of renter-occupied dwellings. Table 1 provides ownership and police 
call-related statistics for these selected areas. Approximately 80% of all police calls to renter-occupied 
dwellings in the R-1 Zoning District during this timeframe occurred in these three areas. Area 1 had the 
highest amount of renter-occupied dwellings (46%) and the most police calls (118). Areas 2 and 3 each 
had a slightly lower percentage of renter-occupied dwellings, but had a relatively high number of police 
calls. 
 
In contrast to Areas 1-3, the data for Area 4 demonstrates that limiting the concentration of rentals in a 
neighborhood can have a positive effect on rental-related calls for police service. Area 4 had a high rate 
of owner-occupied dwellings (86%) and a limited number of renter-occupied dwellings that are fairly 
evenly distributed throughout the area. From 2015 to 2019, there were no police calls to renter-
occupied dwellings in this area.  
 
Citywide data indicates a large disparity between homeowner and rental calls for police service. In 2017, 
Frazee’s Public Nuisance/Property Maintenance Committee estimated that rental-related calls were six 
times that of homeowner-related calls. Furthermore, a 2018-year end police call summary shows that 
calls for service to rental properties were nearly three times higher than owned properties.  
 

4.5 Distribution of Public Nuisance and Property Maintenance Issues 
 
In October 2017, members of Frazee’s Public Nuisance/Property Maintenance Committee conducted a 
windshield assessment of the City to document the extent of public nuisance and property maintenance 
issues. Approximately 33% of registered rental properties had an apparent public nuisance and/or 
property maintenance issue, compared to 12% of homeowner-owned properties that had a similar 
issue. The most common types of public nuisances noted were weeds and untrimmed grass, unlicensed 
vehicles, and piles of debris/refuse/rubbish. The most common types of property maintenance issues 
noted were building surfaces in need of paint, decks/stairs in need of repair or replacement, and 
shingles in need of maintenance or replacement.  
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Figure 1: Map of registered rental units (highlighted red) located in the Single and Two-Family Residential (R-1) 
Zoning District. Area 1 includes highlighted parcels located between Lake St S and 2nd St SW. Area 2 includes 
highlighted parcels located between Maple Ave E and Oak Ave E. Area 3 includes highlighted parcels between 
Main Ave E and Balsam Ave. Area 4 includes highlighted parcels between 5th St NW and Lake St N.  
 

 
 
Table 1. Ownership status and police call statistics (2015-2019) for identified areas located within the Single and 
Two-Family Residential (R-1) Zoning District.  
 

Statistic Area 1 Area 2 Area 3 Area 4 

# of dwellings 28 15 13 84 

% of owner-occupied dwellings 54 60 62 86 

% of renter-occupied dwellings 46 40 38 14 

# of police calls to renter-occupied dwellings 118 36 35 0 

# of renter-occupied dwellings with a police call 5 1 1 0 
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Section 5: Findings 
 
The findings of this study support the City’s decision to establish a moratorium on the issuance of new 
rental unit registrations and to consider the adoption of an ordinance to limit the density of rental units. 
The number of renter-occupied dwellings has increased substantially in recent decades and data suggest 
that police calls and public nuisance/property maintenance issues are greater among rentals than 
owner-occupied housing. If left unchecked and unregulated, increased rental concentrations will likely 
lead to the deterioration of neighborhoods. Further, the ability of a municipality to regulate rental 
density is engrained in the police powers delegated through the State Constitution which is defined as: 
“…the power to impose such restrictions upon private rights as are necessary for the general welfare.” 
 
The key findings of this study are outlined below: 
 

 The proportion of renter-occupied housing in Frazee has risen substantially in recent decades, and is 
now well above the statewide average (42% vs. 27%). Much of this increase can be attributed to the 
conversion of older, lower valued single-family homes that were once owner-occupied into rental 
use. Based upon future housing projections, this trend is expected to continue into the future.  

 

 The need to consider a rental density ordinance is rooted in the City of Frazee’s Comprehensive Plan 
(2019), which contains a strategy to “Explore a rental density code to limit the concentration of 
rental properties within the city.” 

 

 The literature review indicates that the overconcentration of rental houses in single-family 
residential neighborhoods can have the following negative impacts on surrounding residential 
properties and neighborhoods: increased noise, traffic, litter, and illegal parking; inadequate 
property maintenance; and a general decrease in quality of life for permanent residents of the 
neighborhood.  

 

 Literature also demonstrates that there is a beneficial relationship between homeownership and 
neighborhood stability. Homeowners have more at stake with their properties and, in turn, take 
better care maintaining them. In doing so, property values are maintained and may increase, and 
social conditions may be improved as another result. Along with the maintenance of property values 
comes maintenance of property tax revenues collected by the City, benefitting all in the community. 

 

 Data for Frazee reveals a direct relationship between the concentration of rentals and rental-related 
calls for police service. Areas of the City that have the highest concentration of rental properties also 
have the highest rate of rental-related police calls. Additionally, public nuisance/property 
maintenance issues are greater among rentals than owner-occupied housing.  
 

 Other Minnesota cities, including Anoka, Mankato, North Mankato, Northfield, West Saint Paul, and 
Winona, have enacted a rental density limit for various reasons. Several of these cities established 
their ordinance many years ago and continue to enforce it, which is an indication that the ordinance 
has been effective.  

 
These findings give merit to the literature that suggests there are adverse effects associated with rental 
property concentrations and provide further evidence of the presence of those effects in Frazee. In light 
of these findings, efforts to establish an ordinance that will limit the issuance of rental unit registrations 
to protect neighborhood stability are warranted and should be pursued by the City of Frazee. 
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Section 6: Recommendations 
 
Based upon the findings of this study, the following recommendations are provided to ensure an 
appropriate balance of owner and renter-occupied homes that will allow rental opportunities, while not 
adversely affecting permanent residents or overburdening City services because of issues related to the 
concentration of rental units:  
 
Recommendation 1: The City Council should amend Title 9, Chapter 2 (Rental Units) of the Frazee City 
Code to include a rental unit density limit. It is recommended that no more than ten (10) percent of the 
lots on any designated block in the Single and Two-Family Residential (R-1) Zoning District should be 
eligible to obtain a rental unit registration. This regulation will balance two goals. First, it will continue to 
achieve accessibility for renters to reside in Frazee because rental registrations will continue to be 
available. Second, it will apply a ceiling on the total amount of property that may be converted to rentals 
in the R-1 Zoning District to achieve and maintain neighborhood stability in Frazee. The police call data 
from Area 4 suggest that a ten (10) percent density rate is appropriate to accomplish these goals. 
Additionally, other cities, including Anoka, North Mankato, and West Saint Paul, have enacted a ten (10) 
percent rental density limit.    
 
Recommendation 2: The City Council should amend Title 9, Chapter 2 (Rental Units) of the Frazee City 
Code to include a definition for a ‘block’. For the purpose of the administration of the rental unit density 
limit and achieving a ten (10) percent density rate, it is recommended that a ‘block’ should be defined as 
an area of land containing a minimum of six (6) lots within the Single and Two-Family Residential (R-1) 
Zoning District that is enclosed within the perimeter of streets, watercourses, public parks, municipally 
owned lots, and city boundaries. Table 2 indicates how many lots per block should be eligible for a rental 
unit registration based on the number of lots that exist in a block.  
 
Table 2. Number of rental unit registrations allowed per block within the Single and Two-Family Residential (R-1) 
Zoning District.  
 

Lots/Block Rental Units Allowed 

6-15 1 

16-25 2 

26-35 4 

36-45 4 

46-55 5 

 
Recommendation 3: The City Council should amend Title 9, Chapter 2 (Rental Units) of the Frazee City 
Code to include an option for a temporary rental unit registration. Other communities have suggested 
that the establishment of a temporary rental unit registration alleviates some unforeseen circumstances 
that may occur in relation to homeowners who are unable to sell properties but cannot afford the 
property or do not reside there. 



 
 
 
 
 

Appendix A: Moratorium on New Rental Unit Registrations 
 







 
 
 
 
 

Appendix B: HKGI Literature Review 
 
























