ANALYSIS

Lot Sizes and the

Supply Gap
Housing Production Constraints
in Minnesota’s Growth Regions

EXECUTIVE SUMMARY

Housing production in Minnesota remains below historic levels; the state has not recovered
from the Great Recession. The North Star State’s underproduction of housing is a structural
issue, something the market cannot overcome without underlying policy changes.
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On the land use front, what is the major challenge to more housing at scale? Data from

American Enterprise Institute and the U.S. Chamber of Commerce suggests that smaller lots in

greenfield areas where new subdivision are most prevalent would boost housing production
in St. Cloud, Minneapolis-St. Paul-Bloomington, and Rochester areas.

A review of zoning ordinances and data from the Minnesota Zoning Atlas shows that zoning

controls in the highest production regions of Minnesota largely limit production opportunities
at scale. Smaller, more affordable lots are not a permitted use across much of the developing

communities in the St. Cloud and Minneapolis-St. Paul-Bloomington regions. They are,
however, found in the Rochester area.

Additionally, in the Minneapolis-St. Paul-Bloomington region, discretionary approvals via a
planned unit development variance have become a substitute for functional base zoning
while also indicating strong market demand to deviate from base zoning.

Where demand exists and builders are most active, Minnesota
communities’ prevailing lot size and width requirements prevent
subdivisions from achieving the scale necessary to restore
necessary historic production levels.

Addressing the supply challenge at scale requires zoning controls in these growing
communities to adjust to existing market demands for smaller lots with modest setbacks.
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HIGHLIGHTS

ISSUE:

Single-Family Permitting Has
Never Recovered From The
Great Recession

Only Four Residential Zoning
Districts in Greenfield
Communities Reviewed Allow
Smaller Lot, Entry-Level Homes

None of the Residential
Zoning Districts in Greenfield
Communities Reviewed Allow
Smaller Lot, Entry-Level Homes

All of the Four Residential
Zoning Districts in Rochester,
Minn. Allow Smaller Lot, Entry-
Level Homes. One Zone May
Need Lot Width Adjustments

FINDING 1:

Prevailing Zoning Controls

in Growing Communities

are Insufficient for the Scale
Necessary for Increased Growth

FINDING 2:

Over-Reliance on Variances
Demonstrate Strong Market
Demand for Smaller Lots
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Minnesota’s Housing Need

In a recent Housing Affordability Institute report, housing
economist Elliot Eisenberg, Ph.D., highlighted that the high cost
of construction and insufficient construction levels have
combined to create a self-reinforcing cycle in which
homeownership in the state has begun to decline.

Dr. Eisenberg's assessment of the situation was, “Without policy
intervention, the shortage is unlikely to resolve itself,” and went
on to say that “encouraging new construction and removing
barriers to affordability will be essential to sustaining
Minnesota's growth, competitiveness, and appeal for future
generations.” This same report highlighted data from Up for
Growth, showing Minnesota’s housing deficit stands at 98,000
housing units, heavily concentrated in the Minneapolis-

St. Paul-Bloomington Core Based Statistical Area (CBSA).

UNDER-BUILDING: A STRUCTURAL ISSUE

Despite the high need for housing, housing production in
Minnesota is on the decline and has never recovered since
the Great Recession. From 1990 to 2006, Minnesota averaged
23,796 single-family building permits annually.

In the past 10 years, for which full-year data is available (2015-
2025), Minnesota averaged 14,727 units and 14,704 units
annually from 2020 to 2024.

Housing production in Minnesota and its highest growing
regions remains far below historical averages, demonstrating
that this issue is structural, not temporary.

With housing production hovering far below the levels seen
two to three decades ago, housing underproduction in Min-
nesota is not a temporary issue but rather a structural one that
cannot be easily reversed.

Note: Due to the 2025 Federal Government Shutdown, 2025
Year-End Data has been delayed and was unavailable at the
time of preperation with no estimate of when this data will be
made available.

HOUSING AFFORDABILITY

FIGURE 1: SELF-REINFORCING CYCLE OF
DECLINING HOMEOWNERSHIP
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FIGURE 2: TOTAL SINGLE-FAMILY PERMITS ISSUED -
MINNESOTA 1990-2024

35000
30000
25000
20000
15000
10000

5000

0

O N X (o g N b
o o ol o o o oo N o o
ENENENESENIN RN NN

/
2>
2

L
R
PSP
B Single-Family Permits

Source: Census Building Permit Survey



oY

ANALYSIS

Lot Sizes and the Supply Gap
Housing Production Constraints in
Minnesota’s Growth Regions

INCREASING OWNERSHIP-CENTRIC
HOUSING PRODUCTION

How can Minnesota boost its production of for-ownership
housing? That first requires an understanding of what is
classified as homeownership housing in the state. Past research
from Housing Affordability Institute has shown how new
multifamily housing in the Minneapolis-St. Paul-Bloomington
area is predominantly for-rent housing. This leaves single-family
homes, both detached and attached—the latter of which can be
a townhome (three units or more) or a twin home (two units). In
Minnesota, both twin homes and townhomes are classified as
single-family attached housing on individually platted lots.

Land use reforms have been at the center of the nation’s
housing policy discussion. Data from the U.S. Chamber of
Commerce and American Enterprise Institute’s Housing Cen-
ter's “Strong Foundations: A Playbook for Housing and Eco-
nomic Growth” series indicates that with land use reforms, the
state could add up to an additional 7,800 units annually by
allowing smaller homes on smaller lots. The bulk of these units,
97.45%, would be in the three regions:

6,900 additional units
per annum
300 additional units per annum

400 additional units per annum

These same three regions also accounted for more than
three-quarters of all single-family permits in 2024, according to
the U.S. Census and HUD data.

The greater Minneapolis-St. Paul-Bloomington CBSA is the
state’s largest population center and home to the highest share
of single-family housing production in Minnesota. According

to the U.S. Census Bureau, housing production in this region
peaked in 2003 (within the period of 1990-2024). Through
2024, new single-family housing permitting has not recovered
from the Great Recession. Since the Great Recession, permitting
activity in Minneapolis-St. Paul-Bloomington for single-family
homes has never exceeded pre-Recession levels.

The average number of new single-family homes built in
Minneapolis-St. Paul-Bloomington from 2020 to 2024 was 9,500
units, compared to 15,331 units annually, on average, from
1990 to 2007, representing a 38% decrease in average annual
permits. Since the recovery after the Great Recession, no single
year has seen new home permits match the production levels
from 1990 to 2006.

HOUSING AFFORDABILITY

FIGURE 3: TOTAL SINGLE-FAMILY PERMITS ISSUED -
MINNEAPOLIS-ST. PAUL-BLOOMINGTON, 1990-2024
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Single-family housing production in the Rochester has
remained far below pre-Great Recession levels. From 2001 to
2007, permits for single-family homes in Rochester averaged
1,124 per year, peaking with more than 1,600 permits in 2004.
From 2020 to 2024, there was an average of 464 single-family
permits per year, a 58.71% decline.

FIGURE 4: TOTAL SINGLE-FAMILY PERMITS ISSUED -
ROCHESTER CBSA, 2001-2024
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The average number of new single-family homes built in St.
Cloud from 2022 to 2024 was 431 units. An additional 400 new
single-family homes would increase the total to 831 homes
annually, an increase by nearly a factor of two, or 192.8%. This
level of increase in production could boost annual home-
building in the St. Cloud area beyond the pre-Great Recession
(2001-2007) level of 821 homes.

Density: Lot Size & Width

Lot width is one of the ways in which the land development
community views lot size, as the street-facing linear length of a
lot plays a significant role in determining both density and the
lot's final cost. According to a report on land segmentation for
the Minneapolis-St. Paul-Bloomington market from Zonda, lots
less than 40 feet wide accounted for 0.66% of all lots, and those
with a width of 40-49 feet accounted for 6.11%. 18.15% of lots
in the region were platted between 50 and 59 feet in width.

Nearly half of all lots in the region, 46.96% fell between 60 and
69 feet in width. Those with a width of 70 feet or more
accounted for 28.12% of the region’s lots, according to Zonda.
For annual starts, lots with a width of less than 50 feet represent
8.1% of the market, compared to 27.57% of the market with lots
70 feet or wider.

DENSITY AND AFFORDABILITY

Another way to calculate density is to look at the number of
units in a development. In a 2019 hearing of the Minnesota
State Senate Select Committee on Home Ownership
Affordability and Availability, a developer outlined how zoning
and lot sizes directly impact housing costs, providing an
example of how a change in density dramatically alters the final
home price. The developer reported the home prices of the
approved project were 22.6% more than the proposed, due to
the 17.14% reduction in total units.

HOUSING AFFORDABILITY

FIGURE 5: TOTAL SINGLE-FAMILY PERMITS ISSUED -
ST. CLOUD CBSA, 2001-2024
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FIGURE 6: MINNEAPOLIS-ST. PAUL-BLOOMINGTON,
LOT WIDTH, CLOSINGS (2025)
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FIGURE 7: MINNEAPOLIS-ST. PAUL-BLOOMINGTON,
LOT WIDTH, STARTS (2025)
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FIGURE 8: DENSITY AND AFFORDABILITY EXAMPLE

As Proposed As Approved Change

Unit Count 140 116 -24 Units
Single-Family Single-Family (-17.14%)
Homes Homes
Sales Price $322,990 $395,990 +$73,000
(+22.6%)

Source: Minnesota State Senate Select Committee on Home Ownership
Affordability and Availability

What happens when the market demand for smaller lots is not
readily available via zoning controls?

Instead of allowing these smaller lots as a permitted use,
developers can get a variance in the form of a Planned Unit
Development (PUD). In this process, the project applicant must
give concessions to the approving municipality, coined as a
public benefit, in order to get the variance. Intended to be
used sparingly, PUDs have become the de facto method of
planning new subdivisions, according to an analysis of
suburban development by the Mercatus Center at George
Mason University. The report author went on to highlight that
Twin Cities suburbs have grown too reliant on the discretionary
process, with standard zoning used sparingly:

“Institutions of development in suburban
Minnesota are broken, as evidenced by the
increasing number of suburbs abandoning
traditional zoning in favor of PUDs.

While PUDs are appropriate for unique or
innovative projects, they are an invitation
to opaque policymaking and favoritism
when used routinely. In addition, the
creation of a PUD agreement involves
up-front administrative costs, making it
uneconomical for small-scale builders.
PUD:s used for routine subdivisions are a
warning that something is not working as it
should.” - Salim Furth

Overreliance on the discretionary review process is the
outcome of Minnesota’s planning and zoning laws. Smaller
lots are only available when they can be purchased from the
permitting local unit of government. Financial incentives

HOUSING AFFORDABILITY

exist for communities that do not adjust their zoning controls
to reflect the market realities of the day. According to

Furth's research on PUD utilization in the Twin Cities, some
communities’ reliance on PUDs neared or exceeded nine out
of every 10 homes built from 2010 to 2019.

FIGURE 9: NUMBER SHARE OF HOMES VIA PUD IN
COMMUNITIES REVIEWED (2010-2019)

Chaska 97% Victoria 90%
Maple Grove 95% Rosemount 86%
Carver 93% Savage 86%
Blaine 91% Dayton 86%

Source: Michael Corey and MaryJo Webster via Salim Furth, Mercatus Center

WHY SMALLER LOTS?

Smaller lots can make development more efficient. Data from
Zonda shows the count of subdivisions and vacant developable
lots (VDL) in the Minneapolis-St. Paul-Bloomington region has
fallen significantly over the past two decades. The average
quarterly active subdivisions in the Twin Cities for 2022 and
2023 was 856, less than one-third of that figure from 2004-
2005. For the same period, the average quarterly VDL is down
80% and new lot deliveries are down 86%.

FIGURE 9: NUMBER SHARE OF HOMES VIA PUD IN
COMMUNITIES REVIEWED (2010-2019)
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Analysis

Lot sizes and setbacks were analyzed for the ability for single-
family housing to be built at scale (i.e. new subdivisions).
Communities reviewed were limited to those with growth
opportunities, with “built-out” communities generally
excluded. The analysis also excluded zones dedicated to
manufactured homes. Any zoning district that requires a
discretionary review or conditional use approval (including
those labeled as a Planned Unit Development zone) was
disqualified, as this review looks at permitted uses without
other qualifications.

Permitted Use: Single-Family Detached Homes are a permitted
use, absent any additional performance standards or condi-
tional approvals.

Single-Family Detached Homes absent
any additional performance standards or
conditional approvals

5,000 square feet or less (Alternatively, density

of 8.71+ Units Per Acre)

6 feet or less (Alternatively, a sum of 12 or
less)

No width or lot width to not exceed 50 feet

Anoka County: Anoka, Blaine* (+ Ramsey County Portion),
Centervillle, Circle Pines, Columbus, East Bethel, Ham Lake*,
Lexington, Lino Lakes, Ramsey

Carver County*: Carver, Chaska, Victoria, Waconia

Dakota County: Empire , Farmington, Lakeville, Hastings,
Inver Grove Heights, Rosemount

Hennepin County: Corcoran, Dayton, Independence,
Long Lake, Loretto, Maple Grove, Maple Plain, Medina, Orono,
Rogers

Ramsey County: Arden Hills

Scott County*: Belle Plaine, Credit River, Elko New Market,
Jordan, Prior Lake, Savage, Shakopee

Sherburne County*: Becker, Big Lake, Elk River, Zimmerman

HOUSING AFFORDABILITY

Wright County*: Albertville, Buffalo, Delano, Hanover,
Monticello, Otsego, St. Michael

Washington County*: Afton, Bayport, Cottage Grove, Forest
Lake, Grant, Hugo, Lake EImo, Mahtomedi, Stillwater, Woodbury

Olmsted County*: Rochester

Stearns County*: Clearwater, Sartell, St. Cloud (+ Benton and
Sherburne County Portions), Waite Park

*Denotes Manual, Not Accessiable Via Minnesota Zoning Atlas
Others Inital Review Via Minnesota Zoning Atlas (MZA)

MINNEAPOLIS-ST. PAUL-BLOOMINGTON

In Anoka County, the Minnesota Zoning Atlas shows four zones
across three cities as allowing for smaller lot single-family
detached housing, which happen to be mixed-use zones. Of
these, only Lexington’s M-1 Mixed Medium Density Residential
with Business, which has no minimum lot size, allows for smaller
lot homes without conditions, with additional city documents
suggesting a maximum density of 20 units per acre.

Closer Examination of MZA Data:

The city's Mixed Use has no inherent rights,
and all uses must be approved as part of a Community
Unit Plan, which appears to be a variation of a Planned
Unit Development and is a discretionary review.

Only parks and municipal buildings/facilities
are permitted uses in the MU-M and MU-H districts; all
others, including single-family detached homes, require a
planned unit development variance. Both zones are listed
in the MZA as allowing lots of 5,000 square feet.

In the 16 residential zoning districts reviewed in Carver
County, none of them had the permitted use of a single-family
dwelling on a lot of 5,000 square feet or less. Victoria, Minn.,
however, does allow for twin homes, which are described as a
semi-detached home (minimum size of 1,200 square feet on a
3,750-square-foot lot), and townhomes (1,000-square-foot lots
with a minimum unit size of 1,000 square feet) in one zone.
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Dakota County in the southeastern corner of the Minneapolis-
St. Paul-Bloomington region has zero residential zones that the
Minnesota Zoning Atlas categorizes as allowing a single-family
detached home on a 5,000-square-foot lot.

Notes on MZA Data:

The City of Empire, listed as a Township on
the MZA, does not allow for single-family detached
homes smaller than 15,000 square feet in the city's
Mixed Residential District outside of a planned unit
development variance.

While four zones, R2, R3, R4, and MX-2,
show as allowing single-family homes on small lots, a
closer examination of the zoning code says the three
residential zones do not allow for small lots. The MX-2
zone doesn’t permit single-family detached housing.

In the state’s largest county by population, a review of
greenfield communities shows only two residential zoning
districts in the 10 communities reviewed as allowing single-
family homes that readily allow smaller lot single-family homes,
according to a review of the Minnesota Zoning Atlas data and
local zoning district data.

The R-5 zoning district, which allows for a
mix of housing, offers a novel approach to lot sizes. In
place of a minimum lot size, housing density is based on
the average number of units per area, offering flexibility
for both housing type and development standards, with
a minimum of eight units per acre. The 40-foot structure
buffer between the development's boundaries can
increase lot sizes for lots a development'’s border. Its R-3
zoning district has a similar approach but less density,
allowing for between five and eight units per acre.

: Roger’s R-4 district provides no minimum
lot size, with a range of four to 15 units per net acre.
Although not required, the city “encourages” the use of
Planned Unit Developments. Twin homes have a 40-foot
minimum width; all other residential uses, including
townhomes, are at least a 50-foot minimum width.

Closer Examination of MZA Data:

In the City of Corcoran’s RMF-2 zone, single-
family detached and attached homes are among the
permitted uses, with a permitted density of between

HOUSING AFFORDABILITY

eight and 10 units per acre. The city's lot requirements
of 5,000 square feet for each townhome unit make
townhome development financially impractical. Single-
family housing is limited to eight units per acre, the
district's minimum density, which conflicts with the lot
size requirement of 6,000 square feet, which equates to
7.26 units per acre.

While the MZA lists small lots for single-
family homes as possible in the City of Independence,
the city does not allow any permitted use in the Urban
Residential zone.

The MZA lists the city's three Mixed Use
Zones (designed MU-G, MU-D and MU-B) as allowing for
both commercial and residential uses. The minimum lot
area for residential housing in all three MU zones, which
are all the same, is 1,000 square feet per dwelling unit.
The minimum lot width is 25 feet for townhomes. Single-
family homes, however, are subject to the R-1 standards
of 80-foot minimum lot widths and a minimum lot size of
12,000 square feet.

Via its map, MZA notes the Rural Residential
district may allow for smaller lots, but a closer
examination shows that the minimum lot size for single-
family homes is 5 acres.

While the MZA shows smaller lot homes as an
option in the city’s RMF-2 district, single-family homes are
a conditional use for that zone.

Ramsey County, unlike the rest of the Minneapolis-St. Paul-
Bloomington CBSA, is relatively built out from a greenfield
perspective, with large-scale subdivisions limited to
redevelopment opportunities. The most significant of these
opportunities exists in Arden Hills, Minn.: the former Twin Cities
Army Ammunition Plant (TCAAP).

None of the single-family zones in
the TCAAP site provide opportunities for affordable,
entry-level, single-family detached housing. Single-family
lot sizes in this area are no less than 11,000 square feet
for single-family detached homes and 8,000 square feet
per unit for two-family attached homes. Lot widths are not
less than 85 feet (R-2, R-3, and R-4), and the narrowest
side setbacks are 5 feet minimum, with a sum of 15 feet
(R-2, R-3, and R-4).
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In Scott County, of the 26 residential zoning districts reviewed,
only one district—Shakopee’s R-1C district—-would provide
some, but not complete, development of the zone for smaller
lot homes.

Density in the City of Shakopee’s R-1C zone is based on a
maximum of 7.5 units per acre, less streets, or an average
minimum lot size of 5,808 square feet. R-1C's minimum lot size
is 50 feet wide by 100 feet deep for a total of 5,000 square
feet. Housing Affordability Institute has previously highlighted
how competing policies that can negate one another, driving
otherwise permitted use projects into discretionary reviews.

In these scenarios, something may be allowed on paper, but
not in practice. Shakopee’s zoning ordinances provide a great
example of this disconnect.

In Sherburn County, which is part of both the Minneapolis-

St. Paul-Bloomington and Greater St. Could areas, none of the
residential zoning areas reviewed were sufficient for homes
targeting the first-time home buyer.

Note: St. Cloud’s Sherburne County portion was reviewed as
part of the Greater St. Cloud Area.

Washington County on the eastern end of the Minneapolis-

St. Paul-Bloomington area has not a single one of the 39
residential zones in the nine communities reviewed in which lot
sizes would allow for smaller lot single-family detached homes
without a variance.

Like Sherburne County, Wright County makes up a portion of
the corridor between the Minneapolis-St. Paul-Bloomington
and St. Cloud areas. In the communities reviewed, none of the
zoning districts provided homes for the first time buyer without
conditions. Notably, the City of St. Michael does not allow for
permitted uses of single-family homes without homes adhering
to the city's standards, thereby eliminating all zoning districts
from consideration.

Monticello’s Traditional Neighborhood zone
allows for 5,500-square-foot lots with a minimum width
of 55 feet. However, this zone also requires 10-foot
side setbacks, a total of 20 feet, and all homes must
be finishable up to 2,000 square feet (excluding the
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garage), leaving smaller home options off the table.
This is a prime example of how zoning performance
standards outside density and setbacks can limit more
affordable home options.

ROCHESTER, MINN.

Of all the communities reviewed, Rochester has the most
readily available opportunities for affordable, entry-level,
single-family detached housing. Its residential zoning districts,
however, do not provide readily available opportunities for
single-family attached housing. The amount of mandated park-
ing spaces also provides significant flexibility for development,
as larger garages can necessitate wider lots.

Of all the communities reviewed, Rochester’s zoning ordinanc-
es are the most growth-focused for single-family detached but
could be adjusted to allow townhomes as another option for
first-time homebuyers.

FIGURE 11: ROCHESTER, MINN. ZONING
OVERVIEW

Min. Lot Interior Front/Rear Lot Width
Area Side Setback
Setback
5,000 sq. ft. 5 ft. min., 15 ft./ 20 ft. 60 ft.
per unit sum of
12 ft.
3,000 sq. ft 0ft. min., | 15ft./10 ft. 30 ft.
per unit sum of
10 ft.
QL) 2,000 sq. ft. 6 ft., 12 ft. 20 ft./20 ft. 30 ft.
per unit
R-3 3,500 sq. 6ft, 16 ft. | 20 ft./ 25 ft. 30 ft.
ft. per
structure

Other than the 60-foot-wide lot requirement,
which may preclude homes targeted to the first-time
homebuyer, this zoning district is sufficient for a range of
single-family detached housing options. Modifications
would be required to make townhomes feasible.

Sufficient for entry-level homebuyers of single-family
detached homes.

Sufficient for entry-level homebuyers of single-

family detached homes.

Sufficient for entry-level homebuyers of single-family
detached homes.
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GREATER ST. CLOUD AREA

While larger than the scope of the report, the 6,000-square-
foot minimum lot size on a 50-foot-wide lot is a common
theme for the area’s denser zones. Further cost analysis,
outside the scope of this report, would be needed to evaluate
the effectiveness of these lots. In total, four zoning districts

in the Greater St. Cloud area readily allow for narrower lots,
with modest setbacks on lots of at least 6,000 square feet.
An additional three districts include wider setback mandates
that limit homes to a width of 20 feet under the minimum
standards. This would only be accomplished with a parking
requirement of a one-car garage, as building a wider home
in these districts would require a larger lot than the minimum
width of 50 feet.

The city's R-1 Single-Family Urban District allows for
a minimum lot size of 6,000 square feet with two units
of parking and five-foot setbacks on a 50-foot-wide lot.
The increased lot size may be offset by the decreased if
a developer were to price lots based on linear footage
versus total area.

HOUSING AFFORDABILITY

R-2 (Single and Multiple-Family District): For single-family
detached homes, this zone allows for a 6,000-square-foot lot,
with a minimum linear footage of 40 feet. R-2 makes up an
extremely small portion of the city’s zoning, with R-1's 75-foot-
wide lots dominating the city’s zoning map for residential uses.

Both the city's R-2 and R-3 zones
permit single-family detached homes to be built at 6,000
square feet with a 50-foot lot width for interior lots. Two-
family dwellings are also a permitted use in both zones.
Interior side setbacks in R-2 are 5 feet, and R-3, R-3A and
R-4's 10-foot lot width may limit home design options
to the narrower homes. The other residential districts
allow for smaller lots, but wider setbacks limit detached
housing opportunities to homes 20-feet wide on the
narrowest lots (15-foot side setback).

Lots of 6,000 square feet are permitted for single-
family homes with a width of 50 feet. 5-foot setbacks are
permitted in this zone.
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Conclusion

Minnesota's underproduction of housing is a systemic,
structural issue. As land development is the first stage in new
home construction, controlling what goes where, this report
evaluated whether zoning in Minnesota’s primary growth
regions allows ownership-oriented housing to be built at the
scale required to address documented housing shortages.
The analysis focused on permitted uses and dimensional
standards, excluding discretionary and conditional approvals.

Of the 57 cities in nine
counties reviewed, only four of the residential zones reviewed
allowed for smaller lots as a permitted use. According to
recent market data, 25% of lots platted are less than 60 feet
wide, and less than 7% of lots are platted at less than 50 feet
wide. Further, suburban municipalities in Minneapolis-

St. Paul-Bloomington have grown over-reliant on variances in
place of standard zoning.

In the St. Cloud area, none of the single-family
zoning districts provided for smaller lot starter homes in
the scope of the review, although a 6,000-square-foot lot
minimum standard and modest setbacks were found in four
zoning districts in the area.

Only one growing community, Rochester allows
for higher-density homeownership options as a permitted
use in multiple residential zones, with three of the four zones
meeting all the criteria and one additional zone needing only
lot width modification.

Across most communities reviewed, base zoning does

not allow sufficient density to support subdivision-scale
production of entry-level and moderate-priced single-
family homes. Minimum lot sizes, lot widths, and setback
requirements—individually and in combination—limit the
number of homes that can be built per acre to levels below
those historically associated with stable housing supply.

For regions already experiencing a significant housing
shortage, like the Minneapolis-St. Paul-Bloomington,
Rochester, and St. Cloud CBSAs, economic growth is
hampered by a lack of available housing.

HOUSING AFFORDABILITY

Where demand exists and builders are
most active, Minnesota communities’
prevailing lot size and width requirements
prevent subdivisions from achieving the
scale necessary to restore necessary historic
production levels.

Housing production is a function of both demand and
capacity. While demand for ownership housing remains
strong, zoning capacity in many growth-ready communities
is constrained. When achievable density is limited, increases
in housing production require either significant land
consumption or discretionary approvals that add cost, time,
and uncertainty. Neither approach has produced sustained
increases in production since the Great Recession. Absent
wide-scale zoning changes on the growth plain, development
will be inefficient, and smaller lot homes for first-time buyers
will continue to be limited.
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