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Rentals are a growing share of the real estate market. Many Americans choose to rent for a variety 

of reasons, but the overall number of renters nationwide is increasing. According to the Pew 

Charitable Trust, over 36 percent of Americans are renting their homes. This is the highest 

percentage since 1965. This increase is due, in part, to the notion that rentals are no longer viewed 

as just a preliminary step before a person buys a home, but are considered a longer term, if not a 

permanent, choice. 

In this Hot Topic Alert, we provide a current snapshot of the residential rental market. We 

summarize some of the policies that limit property rights in the rental community, from licensing, 

health and building codes, utilities/essential service standards, privacy/access laws, and property 

abandonment, to taxation, zoning, confiscation of property, and tenant screening. We also show 

how REALTORS® can influence government policies affecting the rental market.  

 

 

 

https://www.mysmartmove.com/SmartMove/blog/6-rental-statistics-landlords-need-know.page#:~:text=The%20Pew%20Research%20Center's%20analysis,a%20rate%20of%2037%20percent.
https://www.mysmartmove.com/SmartMove/blog/6-rental-statistics-landlords-need-know.page#:~:text=The%20Pew%20Research%20Center's%20analysis,a%20rate%20of%2037%20percent.
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RENTALS AND THE HOUSING MARKET 

Rentals and the housing market have fundamentally changed since the Great Recession. This 

change is reflected in an overall shift in the composition of demand for rental housing, a rise in 

short-term rentals (STRs), and increasing state and local government efforts to control the market.  

Rental markets have tightened and with vacancy rates at historic lows, the resulting effect is steep 

rental fees. This upward shift includes an increase in the number of high-income households that 

are renting. Meanwhile, rentals have been on a sharp uptrend, with new residential construction 

focused on high-end rentals and dramatic declines in the supply of low-cost rentals. In the decade 

from 2008 to 2018, the overall supply of rental units increased by 13%. These additions to the 

nation’s rental stock have been primarily large multi-family developments and single-family 

homes. 

According to a 2020 Harvard study, there were 47.2 million rental units in the U.S. in 2018. About 

one third of these were single-family homes, while most of the remaining two thirds of rental units 

consisted of units in multi-family buildings. 17% were in small apartment buildings (2 - 4 units), 

23% in mid-size buildings (5 - 19 units), and 23% in large buildings (20 or more units). 

Manufactured homes account for about 4% of rental stock. The characteristics of rental markets 

vary widely across the U.S. In the Northeast, for instance, single-family rental units make up only 

about one-fifth of rentals, whereas in other regions single-family units typically make up more 

than one-third of the rental stock. Low-cost rental units are more prevalent in the Midwest and 

South. 

The characteristics of these markets are changing as well. Mixed-use developments are rising in 

popularity. A mixed-use development is a combination of residential and non-residential units. 

Flexible zoning allows a single development to combine various uses such as residential, 

commercial, office, and even light industrial or manufacturing, into a single building or district. 

Mixed use developments are popular for a number of reasons. Cities that have mixed-use 

developments point to increased property values, lower infrastructure costs, and a general 

economic revitalization.   

Another type of rental that is growing in popularity is the accessory dwelling unit (ADU). These 

are rentals built on the same lot as, or attached to, single-family homes. They are known by terms 

such as “granny flats” or “coach houses.” The popularity of these units is growing, both as a way 

to provide more family living space for a homeowner, or as a way to generate extra income. At 

least 15 jurisdictions in the U.S. have adopted ordinances to promote the building of ADUs, as a 

way to incentivize affordable rental housing development through in-filling.  

LONG-TERM RENTAL MARKETS 

The urban rental market makes up a large share of residential rentals. In 2017, 41% of all occupied 

rentals were located in dense urban areas. This market is characterized by large apartment 

buildings and high population density.  In fact, 61% of rental structures with 20 or more units are 

in the highest-density urban areas in the country. In urban areas, single-family rentals are 

https://www.investopedia.com/terms/g/great-recession.asp
https://www.jchs.harvard.edu/blog/digging-deeper-into-the-story-the-widespread-implications-of-the-growth-in-high-income-renters-on-low-and-middle-income-renter-households/
https://www.jchs.harvard.edu/blog/digging-deeper-into-the-story-the-widespread-implications-of-the-growth-in-high-income-renters-on-low-and-middle-income-renter-households/
https://www.jchs.harvard.edu/americas-rental-housing-2020
https://archives.huduser.gov/oup/conferences/presentations/hbcu/sanantonio/multifamily_development.pdf
http://blog.walkscore.com/wp-content/uploads/2009/08/WalkingTheWalk_CEOsforCities.pdf
https://www.completecommunitiesde.org/planning/landuse/mixed-use-benefits/
https://www.completecommunitiesde.org/planning/landuse/mixed-use-benefits/
https://realtorparty.realtor/wp-content/uploads/2020/01/Accessory-Dwelling-with-Links.pdf
https://www.sandiego.gov/sites/default/files/dsdib538.pdf
https://www.jchs.harvard.edu/americas-rental-housing-2020
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distributed relatively evenly, making up about thirty percent of the rental stock in urban 

neighborhoods. The median gross rent in high-density urban areas was $1,110. 

In non-metro areas, 47% of rental units are single-family units and 18% are in small apartment 

buildings. In these areas, manufactured housing makes up 14% of the stock, while mid-sized 

multifamily structures account for 14%, and large multifamily structures account for 8%. In 2018, 

84% of non-metro rentals rented for under $800 per month. In rural communities, rental stock is 

severely limited while rents average only $700 per month.  

Across all long-term rental markets, the average vacancy rate in 2019 was only 6.9%. This is the 

lowest vacancy rate since the 1980s.  

SHORT-TERM RENTAL (STR) MARKETS 

The launch of Airbnb more than a decade ago introduced a new source of revenue for many 

property owners: the short-term rental [STR] market. Since then, STRs have drastically changed 

the entire rental market landscape. Airbnb now has at least a dozen competitors, such as 

HomeAway, VRBO, Vacasa, TurnKey, Booking.com, FlipKey, and Hotels.com. Some of these 

competitors are sites that were formerly dedicated exclusively to hotels and other traditional short-

term accommodation businesses, but that have now opened up their platforms to include small 

STR investors.  

Another subset of the STR market is corporate housing, defined as fully-furnished, temporary 

housing, typically in an apartment setting. Rentals of corporate housing are typically for 30 or 

more days, and are aimed at providing temporary accommodation for traveling professionals 

engaged in contract work, projects, or training, or who are relocating for their jobs and need 

transitional housing. Corporate housing occupies a place at the intersection of long-term and 

vacation rental housing. It typically includes a range of services customized to the customer’s 

needs. Corporate housing tends to operate on a business-to-business model, with providers who 

are insured business entities and clients who are vetted professionals. Revenue for corporate 

housing in the U.S. and Canada was estimated to be $3.6 billion in 2017. 

Many communities have enacted measures to restrict or ban STRs. Neighborhoods often profit 

from an increase in visitors due to STR listings, but opponents complain that STRs disrupt the 

traditional lodging industry and jeopardize long-term housing affordability and availability. The 

severity of STR restrictions varies widely across the U.S. A number of cities have walked back 

their outright bans on STRs because the bans violated property rights. Currently, the most common 

restrictions limit the number of STR listings per address or the number of nights per year a unit 

may be rented, and impose a wide range of requirements such as business licensing, lodging taxes, 

insurance, and safety and emergency precautions, with stiff fines for violations. 

STATE AND LOCAL POLICIES AND PREEMPTION 

State and local rental restrictions aim at a huge variety of goals, such as promoting civil rights in 

the rental market, raising revenue through taxation, protecting the safety and health of residents, 

promoting affordable housing, and shaping neighborhood identities. 

https://www.census.gov/programs-surveys/geography/guidance/geo-areas/urban-rural.html
https://realtorparty.realtor/state-local-issues/issues/short-term-rentals
https://www.fool.com/millionacres/real-estate-investing/rental-properties/airbnb-alternatives-where-make-more-money-your-short-term-rental-or-vacation-home/
https://www.chpaonline.org/clientuploads/legislative/What%20is%20Corporate%20Housing.pdf
https://www.rentecdirect.com/blog/corporate-housing-a-trending-investment-opportunity/
https://www.chpaonline.org/clientuploads/what-is-corporate-housing.pdf
https://www.tandfonline.com/doi/pdf/10.1080/13683500.2018.1504899?needAccess=true&
https://www.2ndaddress.com/research/short-term-rental-laws/
https://granicus.com/blog/short-term-vacation-rental-bans-gone-wrong/
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Federal and state laws may preempt local rental restrictions. For instance, the Supremacy Clause 

of the U.S. Constitution provides that federal law is “the supreme law of the land.” This means 

that state and local laws are invalid if they are inconsistent with federal law. At the state and local 

level, local governments have varying degrees of power. In some states, municipal government 

powers are limited to those explicitly given to them. In other states, “home rule” is allowed, 

meaning that some or all cities or towns can exercise any power and perform any function unless 

it is specifically prohibited from doing so by state law.  

Preemption issues arise frequently in the fields of fair housing, rent control, and restrictions on 

STRs. For instance, at least half of U.S. states ban local rent control measures (legal limits on the 

amount a landlord can demand for leasing or renewing a lease on a home). A number of other 

states have also considered legislation to prevent local governments from banning STRs. On the 

other hand, Oregon and California have taken preemption in a different direction, and in 2019 

became the only states to impose statewide rent controls.  

Federal laws also have an effect on local rental practices. The most prominent example is the 

federal Fair Housing Act (“FHA”). The FHA prohibits most discrimination in the sale, rental, and 

financing of housing. States and municipalities may not set any policies that interfere with these 

FHA goals. Some state and local laws provide even more protections. For example, New York 

goes further than the federal law and prohibits rental discrimination based on citizenship, 

partnership status, gender identity, lawful occupation, and lawful source of income. California 

prohibits discrimination on the basis of sexual orientation and marital status.  

The FHA contains a large loophole for owner-occupied buildings with four or fewer units and for 

single-family homes rented without a broker (so long as the owner does not own more than three 

houses). This is the “Mrs. Murphy” exception to most of the federal fair housing law (“Mrs. 

Murphy” being a hypothetical elderly widow who has converted a portion of her home into a rental 

apartment to supplement her limited income). A Mrs. Murphy landlord may lawfully discriminate 

against others in choosing her tenants. The portion of the national rental housing stock that is 

subject to Mrs. Murphy exemptions is unknown, since neither housing agencies nor the U.S. 

Department of Housing and Urban Development (HUD) keep such statistics. 

In any case, states and local governments have largely removed the Mrs. Murphy exemption, or at 

least narrowed it. For example, Massachusetts’s fair housing law generally applies to all but 

owner-occupied, two-family houses. California laws also cover landlords who would otherwise be 

exempt from federal law, such as landlords of owner-occupied properties with four or fewer units. 

TAXATION 

Property taxes are levied on land and buildings by local governments, such as cities, counties, and 

school districts, in all 50 states and the District of Columbia. The tax is based on the value of the 

property. Property taxes accounted for more than 30% of state and local tax revenues in 2016, 

more than any other tax source. Property tax rates vary widely across the U.S. The lowest median 

property taxes in the country (some counties in Alaska, Louisiana, Alabama, New Mexico, and 

Texas) were less than $200 per year. The highest median property taxes in the country are over 

$10,000 per year (counties near New York City in New Jersey and New York).  

https://www.law.cornell.edu/wex/preemption
https://www.law.cornell.edu/wex/supremacy_clause
https://www.iml.org/homerule#:~:text=The%20purpose%20of%20home%20rule,doing%20so%20by%20state%20law.&text=Currently%20there%20are%20217%20home%20rule%20communities%20in%20Illinois.
https://rentprep.com/rent-control/
https://www.vrma.org/blog/three-more-states-propose-short-term-rental-preemptions
https://www.justia.com/real-estate/landlord-tenant/housing-discrimination/
https://ag.ny.gov/civil-rights/fair-housing
https://www.nolo.com/legal-encyclopedia/housing-discrimination-complaints-what-landlords-need-know.html
https://harvardcrcl.org/wp-content/uploads/sites/10/2015/07/Reaching-Mrs.-Murphy-A-Call-for-Repeal-of-the-Mrs.-Murphy-Exemption-to-the-Fair-Housing-Act.pdf
https://harvardcrcl.org/wp-content/uploads/sites/10/2015/07/Reaching-Mrs.-Murphy-A-Call-for-Repeal-of-the-Mrs.-Murphy-Exemption-to-the-Fair-Housing-Act.pdf
https://www.mass.gov/info-details/mass-general-laws-c151b-ss-4
https://www.investopedia.com/terms/p/propertytax.asp
https://taxfoundation.org/county-property-tax-paid-2019/
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Because property tax is imposed as a percentage of assessed price, it may be thought of as part of 

the rate of return on a property investment. The government authority collecting the property tax 

is like a silent business partner claiming a portion of the property income. As a percentage of the 

rental value of a property, property taxes were about 12% of the aggregate rental value of 

residential real estate in 2017. As property taxes increase, rental prices may increase as well. 

However, market forces may prevent a landlord from raising rents to keep pace with property tax 

increases. This means that landlords may take their rental properties off the market entirely if 

property taxes climb too high. 

Additionally, tax rates are based on the type of property use in certain areas. Some localities may 

define STRs as commercial use rather than residential use properties, which shifts the property 

into a different, and often higher, tax bracket.  

Landlords must, of course, pay federal and state income tax on rental income. However, a number 

of tax deductions are available, some especially for small landlords, and it is worth learning how 

to take full advantage of those. Small landlords may be able deduct up to $25,000 in rental property 

losses from their rental income each year. 

OCCUPANCY, DENSITY, AND INCLUSION 

The supply of affordable housing in American cities is tight. Often, it is limited by governmental 

action. Zoning requirements in many cities may discourage the development of affordable housing. 

Many cities are working to address this problem with regulation that includes a market component 

to make compliance attractive to developers. Inclusionary zoning is a market-based approach to 

providing affordable housing. This type of zoning requires or encourages developers to set aside a 

certain percentage of housing units in their projects for low- and moderate-income residents. The 

practice leverages private-sector development, minimizing the financial subsidies required to meet 

affordable housing goals. It also promotes several policy goals. In gentrifying neighborhoods, 

inclusionary zoning can help slow the displacement of low-income households. Research shows 

that inclusionary zoning also provides low-income families with access to low-poverty 

neighborhoods and better performing schools. 

Another approach has been to increase the overall supply of housing. More and more cities are 

creating “density bonuses.” Density bonuses attempt to compensate landlords willing to set aside 

a portion of their rental units to disadvantaged groups such as low-income tenants or senior 

citizens, by increasing the permitted residential density in new multi-family units.  

HEALTH, SAFETY, HABITABILITY, AND NUISANCE 

Health and safety codes set minimum standards for rental property in areas such as energy 

efficiency, home safety and security from crime, moisture and weatherproofing, notices and 

disclosures, occupancy and access, pest control and extermination, and smoke and carbon 

monoxide alarms. In addition, many communities have occupancy restrictions that limit the 

number of people allowed to live in a single residential unit. These measures attempt to protect 

tenants from health and safety risks related to overcrowding. In Austin, Texas, for instance, city 

land use and maintenance codes allow no more than 6 unrelated adults per dwelling and no more 

https://www.mercatus.org/bridge/commentary/property-taxes-are-rent-public-landlord
https://www.denverpost.com/2020/01/23/reclassification-rental-properties-taxpayers/
https://www.houselogic.com/finances-taxes/taxes/rental-property-tax-deductions/
https://www.realwealthnetwork.com/learn/4-ways-reduce-taxes-landlord/
https://realtorparty.realtor/wp-content/uploads/2020/01/Inclusionary-Zoning-with-Links.pdf
https://www.huduser.gov/portal/periodicals/em/spring13/highlight3.html
https://www.rand.org/pubs/technical_reports/TR1231.html
https://planning.lacity.org/Code_Studies/Housing/DRAFTUPDATEDAffordHousingGuide.pdf
https://www.governing.com/topics/urban/gov-zoning-density.html
https://nchh.org/information-and-evidence/healthy-housing-policy/state-and-local/healthy-housing-codes/
https://www.housing-rights.org/occupancy
https://www.housing-rights.org/occupancy
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than two adults per bedroom of 120 square feet or less. During the COVID-19 public health 

emergency, some localities temporarily prohibited STRs from operating. By Summer 2020, many 

of these locations had lifted the STR-shutdown, but with new public health restrictions in place. 

Landlords have a duty to provide habitable and safe residential units. Those who provide 

substandard housing by failing to comply with building codes or health and safety codes face fines, 

as well as liability for injuries. Depending on the nature of the violation, tenants may have the 

option to make repairs themselves and to deduct the costs of repair from the rent or to vacate the 

unit with no constraints. Tenants may attempt rent strikes by withholding rent payments to protest 

uninhabitable conditions. However, these strikes may trigger eviction proceedings by the landlord. 

In some jurisdictions, tenants may pay their rent to a court-appointed receiver in order to avoid 

eviction while a dispute over essential repairs is pending. 

Most cities also maintain public nuisance or abatement ordinances. These are regulations that hold 

property owners liable for criminal, annoying, or disturbing activity at their property, even if that 

activity is from tenants, rather than the owners. These ordinances may include criminal penalties 

against the owners. In Cleveland, Ohio, for instance, landlords face penalties if tenants set waste 

containers out too early before pickup or leave them out too long in the street after pickup. 

Landlords typically have a duty to protect the neighborhood from the criminal activities of their 

tenants. For instance, a landlord who allows drug dealing by tenants (or others) on his property 

can be sued for public nuisance and face fines or criminal penalties.  

CONTRACTS AND RESPONSIBILITIES 

The relationship between a landlord and his or her tenants is closely regulated. For example, most 

states have laws addressing the maximum allowable amount of damage deposits and requirements 

for the return of damage deposits when a tenant moves out. States also require that landlords follow 

eviction procedures (known as ejectment or unlawful detainer proceedings, depending on the 

jurisdiction) in order to repossess rental property. The laws governing these actions usually set out 

a limited list of reasons for bringing such an action. “Not paying rent” is a valid reason, but most 

of the time, “I just don’t like them” is not. During the COVID-19 emergency, many state 

governments blocked landlords from evicting residential tenants for nonpayment of rent. In 

addition, the federal government imposed a nationwide eviction moratorium in September 2020 

effective until the end December 2020. The federal measure is not automatic, however; tenants 

must certify that they meet eligibility requirements. Rent (plus interest) continues to accrue during 

the moratorium, with unpaid amounts coming due once the moratorium is lifted. 

Roughly half of states have rules governing landlord entry into tenants’ units. Landlords generally 

have rights to enter property for limited reasons, but only upon notice. These reasons usually 

include, making necessary repairs, in order to sell or rent the property, and in order to inspect for 

health or safety concerns 

State and local measures also frequently address utilities such as water and sewer services. These 

govern who is responsible for continuation of services, as well as notification requirements and 

the utility’s right of collection in case of delinquency. For instance, in Washington, the landlord, 

who is ultimately responsible for utility charges even if the utility account is in the tenant’s name, 

https://www.avalara.com/mylodgetax/en/blog/2020/04/states-restrict-short-term-rentals-in-response-to-pandemic.html
https://www.avalara.com/mylodgetax/en/blog/2020/04/states-restrict-short-term-rentals-in-response-to-pandemic.html
https://www.stimmel-law.com/en/articles/landlord-obligations-habitable-premises-basic-california-law
https://www.jimersonfirm.com/blog/2015/10/florida-building-code-violations-claims/
https://nchh.org/information-and-evidence/healthy-housing-policy/state-and-local/healthy-housing-codes/by-state/
https://www.oregonlaws.org/ors/90.380
https://www.stimmel-law.com/en/articles/landlord-obligations-habitable-premises-basic-california-law
https://law.jrank.org/pages/9770/Rent-Strike.html
https://kylandlordlaw.com/blogs/news/public-nuisance-ordinances
https://library.municode.com/ca/national_city/codes/code_of_ordinances?nodeId=CD_ORD_TIT1GEPR_CH1.36ABPUNU_1.36.010DE
https://www.law.nyu.edu/sites/default/files/Regulating%20Landlords%20Unintended%20Consequences%20Greif.pdf
https://www.allpropertymanagement.com/blog/post/5-landlord-liabilities-that-might-surprise-you/
https://www.american-apartment-owners-association.org/landlord-tenant-laws/
https://www.american-apartment-owners-association.org/landlord-tenant-laws/
https://realestate.findlaw.com/landlord-tenant-law/eviction-and-unlawful-detainer.html
https://www.nolo.com/legal-encyclopedia/emergency-bans-on-evictions-and-other-tenant-protections-related-to-coronavirus.html
https://www.nolo.com/legal-encyclopedia/emergency-bans-on-evictions-and-other-tenant-protections-related-to-coronavirus.html
https://www.cdc.gov/coronavirus/2019-ncov/downloads/eviction-moratoria-order-faqs.pdf
https://www.marketplace.org/2020/09/11/what-you-need-to-know-about-the-cdc-eviction-moratorium/
https://realestate.findlaw.com/landlord-tenant-law/requirements-for-landlord-entry.html
https://www.thebalancesmb.com/a-landlord-s-right-to-enter-rental-property-2125097
https://www.realpropertymgt.com/landlord-center/utilities/
http://mrsc.org/Home/Stay-Informed/MRSC-Insight/April-2019/Landlord-Tenant-Issues-Water-Sewer-Utilities.aspx
http://mrsc.org/Home/Stay-Informed/MRSC-Insight/April-2019/Landlord-Tenant-Issues-Water-Sewer-Utilities.aspx
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risks incurring property liens for unpaid utility bills. Some states, such as New Mexico, provide a 

method for landlords to absolve themselves in advance of their obligations to be responsible for 

their tenants’ unpaid utility bills. 

The basic action of finding out more about a potential tenant before allowing them to move into a 

rental property is also a big issue. Tenant screening refers to the fact-finding part of identifying 

applicants for a rental unit. Prospective tenants must often submit to criminal background checks. 

Fair housing laws provide that landlords may not discriminate against applicants based on a 

protected characteristic, such as race. However, given that non-white people are convicted of 

crimes at a much higher rate than white people, landlords must take care that screening tenants 

does not have a discriminatory effect. HUD has issued guidelines to eliminate discrimination in 

criminal background checks. Some cities have also taken steps towards limiting landlord 

background checks, by setting clear guidelines for what may be considered when checking a 

tenant’s background.  

ILLEGAL OPERATORS 

Most jurisdictions require some type of license for landlords. In general, landlords are required to 

obtain a certificate of occupancy and a housing business license for each unit. Despite these 

requirements, illegal rental units are relatively common. They lack the required certificate of 

occupancy to verify that a residential building complies with building codes and is safe to live in. 

A lease contract for such a unit is likely void and unenforceable. For instance, in California, the 

landlord of a unit lacking a certificate of occupancy is not entitled to collect rent from the tenant. 

Many jurisdictions impose stiff fines on landlords caught renting out illegal units. In New York 

City, the penalty can reach $15,000. Landlords who rent out illegal units also open themselves up 

to lawsuits by tenants, leading to rescission of the lease. In these situations, the landlord may be 

forced to repay some of the rent to the tenant as well as paying the tenant’s relocation costs. A 

landlord’s property insurance company might also refuse to pay for damages caused by the tenant 

of an illegal unit or to cover the landlord for injuries to the tenant in the illegal unit.  

UNINTENDED CONSEQUENCES AND IMPACT ON PROPERTY RIGHTS 

Regulation of the use of privately-owned real estate promotes a variety of public goals, such as 

orderly development of neighborhoods, providing adequate amounts of housing, and protecting 

environmental resources. However, these regulations can restrict the private right of the property 

owner to use his or her property and reap some economic gain. 

Zealous regulation of the rental market may also have unintended consequences. If restrictions 

squeeze owners to the point that the legitimate market is unprofitable or difficult to enter, they may 

choose to enter the illegal market instead. Excessive restrictions may also hurt tenants by reducing 

the availability of housing stock and impacting housing security. For instance, in Cleveland, tough 

regulations that punish landlords when their tenants violate local rules (including minor violations 

like putting out the garbage too early) have been connected to actions by landlords that undermine 

tenants’ housing security. These actions have included excessive tenant screening, hassling of 

tenants, elevated rent prices, rushing to evict, and bottoming out the lower end of the housing 

market in the midst of a citywide housing shortage. 

https://www.lcsun-news.com/story/money/business/2019/05/19/state-utility-law-protects-landlords/3734081002/
https://rentprep.com/tenant-screening/tenant-screening-laws/
https://rentprep.com/tenant-screening/tenant-screening-laws/
https://www.hud.gov/sites/documents/HUD_OGCGUIDAPPFHASTANDCR.PDF
http://www2.minneapolismn.gov/inspections/renterprotections
http://www2.minneapolismn.gov/inspections/renterprotections
http://www.aptmags.com/blog/4885/what-landlords-need-to-know-about-business-licenses.html
https://ipropertymanagement.com/blog/illegal-rental-units
https://www.tobenerlaw.com/renting-an-illegal-unit/
https://www.nydailynews.com/new-york/renting-illegal-apartments-cheap-risky-solution-article-1.2612256
https://www.nydailynews.com/new-york/renting-illegal-apartments-cheap-risky-solution-article-1.2612256
https://www.brickunderground.com/rent/illegal-apartment-can-i-get-rent-back
https://thismatter.com/money/real-estate/land-use-controls.htm
https://www.law.nyu.edu/sites/default/files/Regulating%20Landlords%20Unintended%20Consequences%20Greif.pdf
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Rental restrictions tend to have a negative effect on rental property values as well.  Introduction of 

rental restrictions may prevent new units from coming on the rental market and this would decrease 

supply of permanent affordable housing options, possibly leading in the long run to higher demand 

and values of rental units. 

Restricting the number of rental units in a neighborhood has an uncertain effect on the values of 

neighboring, non-rental properties. At least one study has found that having STRs in the 

neighborhood can significantly increase property values. STRs also increase overall rent prices. 

Land-use controls that limit unit density can also unduly burden property owners by curtailing the 

profitability of property and hampering the ability of landlords and property owners to keep up 

with changing markets.  

As noted earlier in this paper, rent control policies have been put into place in some states and even 

city by city. These policies face much criticism. Rent control laws often have unintended negative 

effects on communities. Economists agree that rent ceilings reduce the quantity and quality of 

available housing. If the rent ceilings are too low, landlords choose to sell, convert, or demolish 

their rentals rather than hold onto unprofitable property. Although rent control appears to help 

current tenants in the short term, in the long term it decreases affordability, spurs gentrification, 

and creates negative spillovers. 

Excessive rental restrictions could also amount to an unconstitutional taking of property. The 5th 

Amendment of the U.S. Constitution states that “private property [shall not] be taken for public 

use, without just compensation.” States may also provide (e.g., by state constitution or state statute) 

more robust protections for private property than the federal Constitution does. If a property 

restriction deprives an owner of most or all beneficial use of his property, the restriction may be 

considered a regulatory taking. This is a common argument brought by landlords opposing rent 

controls and other rent restrictions that devalue or hinder the use of their property. Property owners 

have had mixed results with these claims, however. Usually, these restrictions are upheld because 

courts find that the regulation has not deprived the owner of all beneficial use of the property.  

Landlords in Washington challenged an ordinance which required them to rent their property to 

the first qualified applicant. The Washington State Supreme Court upheld the ordinance because 

it did not cause a permanent physical invasion of the property, nor did it deprive the owners of 

every economically beneficial use of it. In June 2020, New York landlords attempted to defeat an 

eviction moratorium imposed by Governor Andrew Cuomo during the COVID-19 public health 

emergency. The federal trial court upheld the moratorium, even though the landlords argued that 

it effectively prevented them from making any economic use of their property. The court reasoned 

that all property owners understand that property ownership does not grant an absolute freedom 

from public programs which are enacted for the public good and that, in any case, the moratorium 

was only a temporary reallocation of resources. 

REALTOR® INVOLVEMENT ON RENTAL RESTRICTION ISSUES 

The National Association of REALTORS® (NAR) and its state and local associations are vigorous 

and effective advocates on rental issues as they represent the nation’s 1.4 million REALTORS® 

and 75 million property owners.  

https://homeguides.sfgate.com/rental-properties-affect-neighborhood-6910.html
https://nlihc.org/resource/study-finds-presence-short-term-rentals-associated-higher-property-prices
https://hbr.org/2019/04/research-when-airbnb-listings-in-a-city-increase-so-do-rent-prices
https://thismatter.com/money/real-estate/land-use-controls.htm
https://www.sciencedirect.com/topics/social-sciences/building-density
https://rentprep.com/rent-control/
https://www.independent.com/2020/02/11/unintended-consequences-3/
https://www.independent.com/2020/02/11/unintended-consequences-3/
https://www.nmhc.org/globalassets/knowledge-library/rent-control-literature-review-final2.pdf
https://www.independent.com/2020/02/11/unintended-consequences-3/
https://www.bloomberg.com/opinion/articles/2018-01-18/yup-rent-control-does-more-harm-than-good
https://www.brookings.edu/research/what-does-economic-evidence-tell-us-about-the-effects-of-rent-control/
https://www.brookings.edu/research/what-does-economic-evidence-tell-us-about-the-effects-of-rent-control/
https://constitution.congress.gov/constitution/amendment-5/
https://constitution.congress.gov/constitution/amendment-5/
https://www.law.cornell.edu/constitution-conan/amendment-5/regulatory-takings
https://nextcity.org/daily/entry/is-rent-control-a-taking-of-landlords-property
https://www.jdsupra.com/legalnews/washington-state-supreme-court-13486/
https://www.crowell.com/NewsEvents/AlertsNewsletters/all/Court-Rejects-Landlords-Constitutional-Challenges-to-New-York-Executive-Order-Suspending-Evictions
https://www.nar.realtor/political-advocacy
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At the national level, NAR’s Land Use Initiative is a program designed to assist state and local 

REALTOR® Associations in their public policy advocacy of land use issues by providing 

recommendations to requesting REALTOR® associations desiring to improve/support/oppose 

proposed state or local land use measures. Upon request, NAR will provide expert analysis of the 

legal, planning, economic and environmental issues surrounding legislative and regulatory land 

use proposals. NAR, through its consultant Robinson & Cole, has provided guidance and expert 

opinion on more than 1,000 different legislative and regulatory proposals that affect the interest of 

REALTORS®. 

Recent requests include an August 2020 review of the draft city ordinance proposed by Lafayette, 

Louisiana to limit the geographic distribution of STRs to certain zoning districts and to require 

owners to obtain and prominently display a certificate of occupancy for the property. While the 

analysis found that the proposed ordinance is considerably less burdensome than some others, 

portions of the proposal are vague and confusing, while the display requirement for the certificate 

of occupancy could have the unintended consequence of making STR properties a target for crime. 

Another August 2020 request deals with a proposed transient occupancy lodging (“TOL”) 

ordinance in Hudson, New York. The proposal would limit TOL to certain districts and require 

conditional use permits, as well as maximum occupancy, safety equipment, and inspection 

requirements. The analysis finds that the TOL ordinance unreasonably infringes on private 

property rights, in particular the core property right to rent one’s property. 

A third recent request, from July 2020, deals with proposed zoning regulations in Calhoun County, 

South Carolina. The proposal would create two new zoning districts within a previously 

unrestricted area. This would significantly limit the way the land can be used for residential 

development, drastically reducing the districts’ development potential, and causing some existing 

developments to become nonconforming. 

Additionally, local REALTORS® are active participants in the public decision-making process on 

property-owners’ rights. Expertise and advocacy by REALTORS® fighting new rental restrictions 

has yielded a string of successes across the U.S. NAR’s Advocacy Everywhere program is 

specifically designed to expand the influence of the National Association of REALTORS® and 

REALTOR® Associations on public policy like rental restrictions. Using Advocacy Everywhere, 

State and Local REALTOR® Associations can quickly mobilize REALTOR® and Consumer 

constituents and ask that they “take action” by writing or calling their elected officials or show up 

to town halls or committee hearings on these issues. 

For instance, the Santa Barbara Association of REALTORS® raised significant concerns with a 

proposed just cause and relocation ordinance in August 2020. The measure would have required 

landlords to show just cause for residential evictions and required landlords to give tenants 

relocation assistance payments for no-fault just cause evictions. As a result of concerted action by 

area REALTORS®, the City Council rewrote the ordinance in line with the REALTOR® 

positions, such as making relocation payments per unit rather than per tenant. 

https://www.nar.realtor/commercial-connections/a-look-at-nar%E2%80%99s-land-use-initiative
https://www.nar.realtor/smart-growth/nar-land-use-initiative-memo-database
https://www.nar.realtor/smart-growth/nar-land-use-initiative-memo-database
https://realtorparty.realtor/member-consumer/advocacy-everywhere
https://www.sbaor.org/
https://www.sbaor.org/clientuploads/Government%20Affairs/2020/Concerns_with_Proposed_Just_Cause_and_Relocation.pdf
https://www.independent.com/2020/08/18/just-cause-eviction-protection-inches-forward/
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The Oakland/Berkeley Association of REALTORS® successfully fought to keep several 

exemptions to the proposed rent stabilization and eviction for good cause ordinance. The proposal 

appeared on the November 3, 2020 ballot, and passed with 54% of the vote.  

In a fight to prevent amendments to the residential landlord tenant ordinance in Summer 2020, the 

Chicago Association of REALTORS® rallied its members, and over 3,400 REALTORS® stepped 

up to take action. The amendments increase tenant notification of lease termination to 90 days 

from 30 and provide tenants with a $2,500 relocation fee if a landlord would like to renovate, 

convert units to a condominium, or demolish the building within 90 days of the tenant leaving.  

The Cape Cod and Islands Association of REALTORS® joined the Planning Board on the issue 

of STR zoning to recommend to the City Council in the Summer of 2020 to keep STRs. 

Meanwhile, Delaware REALTORS® successfully lobbied the Delaware Governor to lift the STR 

ban in the wake of COVID-19. In March 2020, the Raleigh Regional Association of REALTORS® 

successfully lobbied the Raleigh City Council to undo STR restrictions put in place by the last City 

Council. 

When the Maui Council considered phasing out STRs, the REALTORS® Association of Maui 

rallied more than 100 people to attend the Town Hall and the City Council appeared to back off 

the proposal.  

The Greater LA Association of REALTORS® opposed a proposed 1-year minimum lease on all 

rentals in West Hollywood. As a result of concerted public participation and protest against the 

measure, the City Council tabled it indefinitely. 

The Kansas City Regional Association of REALTORS® fought strict proposed provisions of the 

tenants’ bill of rights which would have led to increased regulations and costs associated with 

renting to tenants. Landlords were able to work with stipulations in the version of the bill finally 

passed by the City Council at the end of 2019. 

The Boise Regional REALTORS® got involved in public discussions about the mayor’s 

recommendations on limiting STRs to one unit per property with requirements for owner 

occupation and licensing. This led to an outpouring of public opposition. The mayor withdrew the 

recommendation in November 2019. 

The Greater Metropolitan Association of REALTORS® (MI) got involved when the Livonia City 

Council was considering restrictions on STR properties in Spring 2019. As a result of public 

opposition to the measures, including REALTOR® involvement, the City Council backed off of 

the restrictions. 

When the Village of Rhinebeck, New York, was considering strict STR restrictions that included 

an annual lottery for no more than 15 homes and rentals for 16 days per year, the Dutchess County 

Association of REALTORS® successfully lobbied to soften the measure. The regulation version 

that the Village Board approved in late 2019 allows un-hosted rentals with renewable permit 

requirements. 

http://www.oaklandberkeleyaor.com/
https://www.berkeleyside.com/wp-content/uploads/2020/07/2020-07-28-Item-41-Placing-a-Measure-on-the-November-1.pdf
https://ballotpedia.org/Berkeley,_California,_Measure_MM,_Rent_Stabilization_Ordinance_(November_2020)
https://www.chicago.gov/city/en/depts/doh/provdrs/landlords/svcs/residential-landlord-and-tenant-ordinance.html
https://chicagorealtor.com/
https://cciaor.com/
https://www.townofbarnstable.us/Departments/planninganddevelopment/Barnstable-Short-Term-Rental-Information.asp
https://www.delawarerealtor.com/
https://www.delawarerealtor.com/covid-19-updates-for-delaware-realtorsr/
https://www.delawarerealtor.com/covid-19-updates-for-delaware-realtorsr/
https://www.rrar.com/
https://www.newsobserver.com/news/business/article240843736.html
https://www.ramaui.com/
https://realtorparty.realtor/about-us/maui-realtors-staves-off-threat-to-short-term-rental-permits
https://www.bhglaar.com/
http://kcrar.com/
https://nextcity.org/daily/entry/kansas-city-adopts-a-tenants-bill-of-rights
https://www.boirealtors.com/
https://www.boirealtors.com/boises-proposed-short-term-rental-regulations-update/
https://www.gmaronline.com/
https://www.hometownlife.com/story/news/local/livonia/2019/05/24/livonia-considers-regulating-airbnb-vrbo-rentals/1188661001/
https://netforum.avectra.com/eWeb/DynamicPage.aspx?Site=DCAR&WebCode=HomePage
https://netforum.avectra.com/eWeb/DynamicPage.aspx?Site=DCAR&WebCode=HomePage
https://rhinebeck.wordpress.com/2019/09/14/short-term-vacation-rental-legislation-approved/
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As the market for rentals continues to grow, the interest of governments in regulating this market 

will likewise continue to grow. NAR and its state and local REALTOR® associations will continue 

work to make sure that these restrictions protect the interests of property owners, and do not put 

too much burden on the rental market. 

CONCLUSION 

As more and more Americans choose to rent, the number of properties available to rent must grow 

as well. In the midst of this growth, reasonable restrictions on rentals can be helpful. They can 

protect tenants, provide landlords with a measure of certainty, and help communities and 

neighborhoods by making sure rentals do not have a negative impact on the community. Some 

market-based approaches to regulation have been shown to actually increase the amount and 

affordability of rental housing. But when rental restrictions actually distort the market and impair 

the freedom of property owners, rental properties are forced off the market, and the restrictions 

hurt more than they help. 
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ADDITIONAL STATE & LOCAL RESOURCES 
 

White Papers: Comprehensive reports prepared for NAR on issues directly 

impacting the real estate industry. Examples include: Rental Restrictions, Land 

Banks, Sales Tax on Services, State & Local Taxation, Building Codes, Hydraulic 

Fracturing, Foreclosure Property Maintenance, Climate Change, Private Transfer 

Fees. 
 

Growth Management Fact Book: Analysis of issues related to land use and modern 

growth management topics include: density — rate of growth, public facilities and 

infrastructure, protection of natural resources, preservation of community character, 

and affordable housing. 

 

All available on REALTOR® Party webpage under the State & Local Resources tab. 

 

 

 

 

 

 

Hot Topic Alerts are prepared for NAR by Legal Research Center, Inc. 

To read NAR’s other Hot Topic Alerts, visit the REALTOR® Party website 

 

Questions or concerns contact Melissa Horn 
Email: MHorn@nar.realtor 

Phone: 202-383-1026 
 

https://realtorparty.realtor/
https://realtorparty.realtor/news/hot-topic-alerts
mailto:MHorn@nar.realtors

