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I.

Executive Summary

The alarming proliferation of STRs in Central City over the last few years caught the attention of Felicity
Redevelopment, pushing them to take initiative and become proactive in the STR field.

The controversial Short-Term Rental Legislation in New Orleans has been a subject of debate even before
its passing. Concerned citizens have advocated against it because of the reported negative impacts that
have emerged from short-term rentals in other cities that have adopted this mandate. In contrast, real
estate investors and entrepreneurs have perceived this as a beacon of hope to sustain their business
practices.

This research focused its efforts in the Residential Neighborhood of Central City. The data collected and
analyzed pertains strictly to this area.

The findings from this research provide evidence for Felicity Redevelopment to embark in this journey to
promote social justice. Results show that the Short-Term Rental Legislation has many loopholes,
consequently incentivizing bad short-term rental practices. The purpose of this research is to provide
recommendations and an action plan to mitigate the negative impacts this legislation has added to the
present housing crisis in New Orleans.

In summary, some of our findings are:

•

Accelerated gentrification and displacement of residents

•

Single Operators with multiple listings

•

Inflation in Rental and Housing Costs

•

Concentration of STRs in specific areas within Residential Neighborhoods

After conducting this research, we identified an imminent need for the City’s Administration to revisit the
Short-Term Rental Legislation and make reforms to it, in other words, shield this legislation from bad
practices.

II.

Introduction

In December 2016, The New Orleans City Council passed the Short-Term Rental legislation, legitimizing
the practice of listing rooms in online platforms. Ever since we have been witnessing a new form of
business unfold. This is a controversial subject because even though it caters to the needs of travelers on
a budget, it threatens the lifestyle and culture of neighborhoods and most importantly, limiting whole
home listings.

Felicity Redevelopment is a non-profit organization that has successfully bought and renovated over 50
properties in the area over the last ten years, investing over $5 million dollars in the historic
neighborhood of Central City. Their slogan is “Putting the neighbor back in neighborhood.”1 Their mission
is to recruit new homeowners as residents and business owners as investors. Consequently, over the las
two years, they have identified the STR legislation as a potential threat to their mission and values.

For this research project, I have been assigned by Ella Camburnbeck, Executive Director at Felicity
Redevelopment, to collect and analyze data from all short-term rentals to date in Central City, New
Orleans. The purpose is to identify the impact of this legislation in the area to potentially redefine the
neighborhoods development strategies.
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The findings of this research will enable them to dismiss the “threat” of short term rentals in the area if
the numbers of properties operating to date do not prove to be high enough, or if they were, to plan for
an action plan to mitigate the negative effects this may bring upon the neighborhood.

III.

Background

a. Short Term Rental Legislation in New Orleans

On December 1, 2016, the City Council of New Orleans adopted a set of ordinances for regulating the
short-term rental practice in the city, currently being managed under online platforms like Airbnb, VRBO
and others that have emerged in recent years. The ordinances2 are:

1. Ordinance 27,204
2. Ordinance 27,209
3. Ordinance 27,210
4. Ordinance 27,218

These ordinances took effect April 1, 2017. Moreover, they outline the licensing and enforcement
process, permitted land use, zoning, reporting, tax collection and fees. (See Appendix 1.) In short, New
Orleans has three types of operating permits3: 1. Accessory STR, 2. Temporary STR, 3. Commercial STR. All
applicant dwelling types must have proof of compliance to requirements listed at the City’s One Stop for
Permits and Licenses.

Accessory STR
This license type requires the property to be owner occupied, meaning the owner must be present and
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have a valid Homestead Exemption in their name. Owner-occupants can rent up to 3 rooms and a total of
6 guests. The license costs $200 per year and it allows the owner to rent for as many nights as possible as
long as single bookings do not exceed more than 30 days.

Temporary STR
In this license type, the owner is not required to live in the same dwelling, although they are required to
have an intown property manager available at all times. The property can be rented in its entirety, it
allows up to 5 bedrooms (up to 2 guests per unit) and a maximum of 10 guests. This license allows for a
maximum of 90 nights per year and the application cost is $150 without Homestead Exemption, or $50 in
the case of possessing one.

Commercial STR
This particular license type requires the property to stand in a non-residential zoning district (see
Appendix 2.) The maximum number of guests allowed are 10 and is limited to 5 bedrooms. Commercial
STRs do not possess a limit to the number of nights being booked. The cost of the application is $500 per
year and it does not require the owner to live in the same dwelling but have an intown property manager
available at all times.

STR Taxes and Fees
Short Term Rentals in New Orleans collect4 and report the following:
1. Hotel/Motel sales tax: 4% on the rental rate mutually agreed between the renter and the guest.
2. Hotel Occupancy Privilege Tax: the tax rate is $0.50 per night of rental.
3. Neighborhood Housing Improvement Fund: $1.00 fee per night of rental occupancy.
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These taxes and fees are reported on a monthly basis to the Bureau of Revenue. Consequently, the due
date to submit the reports is the day 20th of the month following the month of collection. If STR operators
fail to submit these reports the will face penalties assessed by the City of New Orleans.

The City of New Orleans entered into a Voluntary Collection Agreement with Airbnb, Inc. that enables
Airbnb to remit taxes and submit reports in name of the property owners that use their platform to rent
their rooms. This particular “benefit” does not apply to property owners that operate out of this online
platform.

STR Enforcement

The Department of Safety and Permits of New Orleans has access to utilize the data coming from rental
platforms to pursue STR violations5 in the city. Section 26-620 from the City Code enables them to
investigate the good/bad practices of every short-term rental in the city. The fine for operating without a
license is of $500 per day of operation. Statistics indicate that French Quarter is one of the hot spots for
violations of this type. They have $115,000 total in fines to date. Even though the city has tried to enforce
the law, they have fallen short due to staff shortage, meaning many short-term rentals are still getting
away with operating without a license and not paying taxes.

b. Case Study: What Airbnb did to New York City

Airbnb’s effects on the city’s housing market have been dramatic, a report suggests. And other cities
could soon see the same pattern.
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A recent publication on CityLab6, by Alstair Boone on March 5, 2018, exposes the severe consequences
Airbnb and other rental platforms can bring upon cities where this form of economy hasn’t yet matured.

Ten years ago, when Airbnb (unicorn, first of its kind) first emerged, it had a questionable reputation
given that examples tended to emphasize the extreme misconduct of guests and in some cases, hosts.
But as the service matured and competition increased amongst the listing site users, their reputation
cleared up and became proficient in customer satisfaction, parallel to those found in the lodging industry.

Airbnb was increasing rents and consequently removing housing from the rental market. A new genre had
emerged. Gentrification and displacement were promoted by this practice. It evolved from being a way to
help owners earn income by occasionally renting an extra room to an impromptu hotel supplier of
dubious quality.

New York is the third-largest Airbnb market, also one of the oldest. Several studies have addressed the
impact of Airbnb and its various issues. A recent report by David Wachsmuth, professor of Urban Planning
at McGill University, hones down into the subject.

Wachsmuth said “There’s been a kind of increasing outcry from communities, from housing
organizations, from activists, and from elected officials that short-term rentals are having a negative
impact on housing,” He continues: “[New York] has been a big center of activity for a long time. When we
look at cities that have much smaller markets, we’re seeing them grow in a way that already happened in
New York before we started gaining the data. And we’re seeing the exact same process repeat, kind of in
real time.”
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His claims were proved to be true thanks to a California-based firm called AirDNA, which focuses in the
analysis of Airbnb data. Wachsmuth and his team utilized estimates from the firm and used a sample of
80 million data points, signaling Airbnb’s activity from September 2014 to August 2017, for the whole 20
million population of New York City. Findings showed that Airbnb had indeed promoted gentrification,
increased rents in the area and removed housing from the rental market.

Is it really still “home sharing”?

What first started as just that: residents renting out an extra space they possessed in their homes to earn
extra income has evolved into commercial operators.
Commercial Operators refer to those individuals who own multiple room listings, and even entire home
listings. They account for 12% of the total number of hosts in New York City, and these earned 28% of the
total Airbnb’s revenue.

In similar style like hotels, commercial operating hosts will change their rates per night according to the
market competition, lowering them at times to be more attractive and gain bookings over the rest. The
issue remains though, commercial operators are not taxed (property taxes and hotel taxes) like hotels
and bread and breakfasts do.
“If we didn’t have this dominance of commercial operators, the home sharers would do better,”
Wachsmuth said. “Currently what’s happening is that the price the actual part-time home sharers need to
charge in order to get a booking is getting pushed way down.”

This “business model” has a loop hole, and many have been taking advantage of it. The way these
commercial operators do business is illegal. First, it goes against Airbnb’s “one host, one home” policy,
and second, it violates New York’s Multiple Dwelling Law. In a survey presented by American Community
Survey (data collected from 2011-2015) researchers found that between 42%-46% of all listings had
engaged in this illegal practice (see Exhibit 3.)

Unfortunately, it is very hard to enforce this regulation, given that like Wachsmuth says “the landlord can
say, ‘Oh, I was there—I was just in a different room.’ They can’t prove that they weren’t.”

But what about the people who actually are sharing their homes?

Airbnb continues to be a great tool for those hosts who struggle to keep up with their lifestyles. So is the
case for Charlotte Harris. She is a host on Airbnb that lives in a four-bedroom apartment in Brooklyn. Her
housemates and her, began using the platform last summer to earn money at times when they were
traveling. This allowed them to make about $5,000 dollars, enough to cover for their September rent.
“It’s not very much, but it’s just so [we] can feel OK about not being home and paying rent,” Harris said.
This wouldn’t matter as much, she continued, “if you didn’t feel like each day of your rent, or each day
that you lived in your apartment mattered and was a substantial amount of your income.”

Airbnb disputes Wachsmuth’s findings. As no surprise, Airbnb’s data is completely different. According to
the company’s numbers, 92% of hosts in this sample, shared their primary residence (between 20172018) from which 79% of them used the money so they could afford to stay in their current dwelling. In
addition to this reveal, it’s worth to mention that Wachsmuth’s research was cosponsored by housing and
tenant advocacy organizations and the New York Hotel Trades Council.

What matters to Wachsmuth the most is the market share and amount of money these commercial
operators are making. According to Wachsmuth’s figures, in 2017, 48% of all revenue earned ($318
million) came from only 10% of hosts/commercial operators (about 5,000 people.) Subsequently, the
remaining 32% of revenue came from some 40,400 legitimate home sharers, accounting for $209 million.
The disparity in the earnings is alarming.

In addition to this, Airbnb has actively contributed to the increase in long-term rentals. Over the last three
years, according to Wachsmuth, it rents have increased by 1.4 percent. This means that renters are
paying $384 more per year than before. It also affects hosts, since they are obtaining less profit in relation
to their rent.

“In other words, using Airbnb to help pay your bills in a space-strapped city is a bit like using an air
conditioner to combat global warming: It might help keep your apartment bearable, but overall it’s just
making the environment worse.”-Alstair Boone

The Gentrification Factor

As it is no surprise, the vast majority of listings in Airbnb are allocated in New York’s most centrally
located areas (Midtown, Midtown West, Lower East Side, etc.) In the last two years, a correlation was
identified between housing prices rising parallel to Airbnb’s penetration increase. New hotspots emerged
such as Bushwick, Bed-Stuy, Harlem and even Jersey City.

New Orleans Housing Crisis
New Orleans is currently undergoing a housing crisis7. Statics have shown that 61% of the city’s residents
are cost-burdened, spending more than a third of their income in housing obligations and an alarming
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38% are spending more than 50% of their income. These numbers have awarded New Orleans the
position of being the 2nd city in the nation to be paying more than half their income in rent.

In comparison to the high costs of living in the city, with rents increased by 50% and home prices by 54%,
incomes have only risen by 2% since the year 2000. These statics demonstrate that the disparity in quality
of life will widen the gap between social classes and increase demand for affordable housing in years to
come.
To date, 100,000 black residents have been displaced and 4 out of 5 black residents are cost-burdened.
The relevance for the race signalment is due to the fact that 74% of Central City’s residents are black (see
Appendix 6). To mitigate the effects of the housing crisis, it is estimated that more than 33,000 affordable
housing units must be built over the next 10 years. Currently there are approximately 4,000 homes
operating as short-term rentals within the first year of the STR ordinance. If STRs continue to grow at a
fast rate, the number of affordable housing needs could potentially increase with it.
Moreover, Central City’s housing market is mostly dominated by renters8 (approximately 80% of the
residents rent and 20% of them own homes in the neighborhood.) From those renters, 65% of them are
paying 30% or more of their income in housing and even 45% of the owners are paying 30% or more of
their income in mortgages. Quality of life is being constantly challenged for the residents, with the
current situation resulting in the disruption of the stability in the community (see Appendix 4.)

Hypothesis on the effects of STR Law in New Orleans

After reviewing the tangible effects STR has had in more mature markets and studied all the eventualities
that have started to unfold in the City of New Orleans (merely within a short year of approval,) Felicity
Redevelopment’s team has come to the following hypothesis:
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“If the Short-Term Rental Legislation continues to be in effect without further revision and reforms, then
it will contribute to expand the current housing crisis in New Orleans through displacement and the
inflation of overall housing costs.”

c. Intended Project: Provide evidence to create awareness

The purpose of this research project is to extract all of the data available to date, study it and analyze it to
determine the steps that are needed to be taken in order to morph and adapt Felicity Redevelopment’s
strategies to move forward with their mission and values. There is a present need to create awareness
amongst residents and we believe that we can back up this case by presenting the evidence, the data and
break down what these numbers are saying about the housing phenomenon that is currently taking place
in Central City and all of New Orleans.

IV.

Methods

a. Materials and Instruments for Data Collection

The materials and instruments utilized for this research were:

1. Microsoft Excel
2. City of New Orleans Open Data – Map of Short-Term Rental Licenses9
3. Alstair Boone’s publication on New York’s case study on Short-Term Rentals10
4. City of New Orleans Short Term Rental ordinances11
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5. Statistical Atlas of United States-Louisiana12
6. The Data Center – Statistics per neighborhood in New Orleans13
7. Jane Place Neighborhood Sustainability Initiative’s “Short-Term Rentals, Long-Term Impacts”
repot14
8. The Times Picayune-STR news15
9. The New Orleans Advocate16

b. Samples and subjects

Defined footprint of Central City (see Appendix 5.)

Sample Size
The sample size for this project was of 386 filed applications from April 2017 – May 2-18 in Central City.

c. Procedures and Interventions

Step 1
The first step of the procedure consisted of manually entering the applicant’s information, STR type and
current status of the application in an excel sheet.
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Step 2
Next, we color coded every application to differentiate each from one another based on the short-term
rental application type (see Appendix 6.)

Step 3
We created a separate tab for each STR Type (Accessory, Temporary and Commercial.) We proceeded to
color code these applications according to their status, which could be either one of the following: 1.
Issued, 2. Denied, 3. Pending, 4. Other.

Step 4
To finalize the breakdown of the data, we grouped those applications that were submitted by companies
in one. The purpose of this step was to identify how much reach and market share these businesses are
starting to have in the STR market.

d. Statistical Analysis

After entering all the data points obtained from City of New Orleans Open Data’s Map of Short-Term
Rental Licenses17, the findings were the following:

1. Total number of applications in Central City: 386
2. Total number of Accessory STR applications: 105
Total number of Issued Accessory STR applications: 49
Total number of rooms available for rent: 83
3. Total number of Temporary STR applications: 187
Total number of Issued Temporary STR applications: 117
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Total number of rooms available for rent: 297
Total number of Companies that applied: 9
Total number of Companies’ rooms: 48
4. Total number of Commercial STR applications: 94
Total number of Issued Commercial STR applications: 78
Total number of rooms available for rent: 165
Total number of Companies that applied: 8
Total number of Companies’ rooms: 81

While breaking down the data retrieved from the city’s website, we were able to identify Hosteeva as the
number one booking platform of its kind that had applied for Temporary and Commercial STR permits.
They currently have 15 properties in their portfolio just in Central City, accounting for a total of 52 rooms
available for rent.
All of the applications that have been denied has been as a result of misinformed applicants that did not
know the law well enough to fill out the right application form. Furthermore, after getting notified of their
mistake, or missing requirements, these applicants failed to respond to comments and feedback given. In
other words, the Department of Safety and Permits of New Orleans will approve any application received
as long as its compliant with the requirements pertaining to the property type.

After analyzing the results of the data collected, we turned to the Jane Place Neighborhood Sustainability
Initiative18 latest report to study their findings in relation to ours.
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According to their data, Sonder19, Hosteeva20 and Stay Alfred21 top the list of Hosts controlling the New
Orleans market to date. Sonder has 124 listings, followed by Hosteeva with 111 and Stay Alfred with 86
(see Appendix 7.)

Moreover, Central City ranks 2nd place in the list of neighborhoods that have experienced most significant
growth since short-term rentals first appeared in the market in 2015 (see Appendix 8.) They have grown
by 178% from 2015-2018. It is worth mentioning that the number of listings in 2018 have actually
decreased (they went from 339 listings in 2017 to 325 in March 201822. This slight change could be
attributed to some property owners not having renovated applications in time.

Some discrepancies emerged while reviewing the numbers since STR operators can register their licenses
under different names. This complicates the research process because it makes it difficult to trace the
applicant’s source and footprint. There are currently no regulations to the applicant’s transparency in the
legislation, another loophole that should be addressed by the City’s Administration.

Additionally, there are currently no limits on the number of rooms or whole homes available/permitted
for STR use per block. The Lens and HuffPost found one block where 10 out of 16 residential addresses
were STRS in Treme. Yet another aspect of the legislation that needs to be revisited and reformed.

Most recently, Eric Bay, President at Alliance for Neighborhood Prosperity proposed expanding the shortterm rentals in New Orleans to properties residentially zoned in the French Quarter in order to “alleviate”
demand23. In addition to this, they are requesting for the number of Temporary STR’s nights to be
19
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increased from a 90-day limit to 180. They claim to have the community’s best interest at heart by also
including a petition to raise the nightly fee collected from $1 to $2 and capping the number of whole
home listings to two per block. After closer examination, Alliance for Neighborhood Prosperity’s only
mission seems to be driven by the short-term rental legislation topic.

e. Expected Results

The need for this research was born from the assumption that Short Term Rentals represented a real
threat to communities in general, especially Central City. The expected results were to find an unjust
usage of the Short-Term Rental legislation; Moreover, it being exploited by investors taking long-term
rentals and houses off of the market and groups that exercise displacement.

f.

Conclusions

The Short-Term Rental legislation in New Orleans is in its primal stages. It is in urgent need of revision and
reforms. The data collected proves that this practice without a balanced and fair regulation can reduce
the housing stock for those people that are looking to buy a home and wish to be live and work in the
Central City community. Displacement has already taken place due to the gentrification factor and
affecting the rise in rental and home pricing as well. While there has been a mis-use of the legislation, it
has also promoted tourism and allowed community members to generate additional revenue.

Short-Term Rentals can be a great thing for the community, as long as it serves the purpose it was initially
intended to do. Airbnb was born from the need of residents to mitigate the high rising costs in housing in
New York. It represented an opportunity to earn revenue from vacant rooms within their property, or

even for a short period of time while home owners went away for vacation. The problem comes from the
loopholes in the law that so many operators have worked to their advantage. Short-term rentals no
longer just represent a way to put a few extra bucks in your pocket to get by, but a well-structured form
of business.

Another aspect that concerns Central City and communities in general is the fear of having their
neighborhoods turned into entirely tourist hot spots. Tourists do not use local businesses such as
markets, accountants, dentists, pet groomers, etc. Businesses that offer products and services that cater
to residents are witnessing a real threat of disappearing if STRs keep rising.

V.

Recommendations

The Short-Term Rental Legislation should be revisited and reformed. Community efforts should be unified
and voice the imminent danger of the signaled loopholes that this legislation currently possess. We
strongly advice Felicity Redevelopment to partner with Jane Place Neighborhood Sustainability Initiative
and Sherman Strategies to co-host an event and invite members from the community of New Orleans to
exhort them to join them in their efforts. A group of concerned citizens from New Orleans took a stand in
the midst of the STR approval/passing in mid 2016, their contact information can be extracted from the
following source:
http://cityofno.granicus.com/MetaViewer.php?view_id=2&event_id=21205&meta_id=328629

The identified issues with the legislation are:

1. Questionable application’s reliability: since STR operators can register their licenses under
different names it is difficult to trace and identify the applicant’s STR market reach.
2. There is no limit to the number of Short-Term Rentals Approved.
3. The displacement of residents from their homes to turn them into commercial lodging.
4. Not enough enforcement staff to monitor violations.
5. Not enough awareness in the community about the impacts of STRs in the city.
6. Investors massively acquiring properties to turn them into commercial lodging.

Proposed reforms to the legislation:

1. Require property owners to use their real credentials when applying for STR licenses.
2. Put a rational cap on the number of STRs approved per block and Neighborhood.
3. Ban the displacement of residents for STR purposes.
4. Request additional staff and hours of operations for enforcement purposes.
5. Require all STRs to hold a Homestead Exemption.
6. Re-define STR license types by eliminating the rental of entire dwellings to anchor its original
concept of allowing cost-burdened residents to earn extra income and help them stay in their
homes.

Proposed plan of action to mitigate impacts of STRs to date:

1. Promote an awareness campaign about STRs to educate citizens. Additionally, the group could
take the lead and become the liaison between sellers and buyers for Central City, in other words,
a “matchmaker” to ensure these property transactions are not being handed to investors who
are merely looking to earn profits off of the STR’s broken system.
2. Co-author a new study case with Jane Place Neighborhood Sustainability Initiative and Sherman
Strategies portraying the positive effects that could be potentially gained from having a
bulletproof STR legislation.

The purpose of this plan of action is to advocate for tenant’s rights, the quality of life in residential zones
and most importantly, present an opposition standpoint to those groups that are pushing proposals to
expand STR’s permits and licenses to zoning districts that aren’t currently allowed and even increasing the
number of rental nights allowed (example: Alliance for Neighborhood Prosperity’s initiative.)
We believe that if these recommendations are executed, and with the help of the new City’s
Administration, STRs could represent a real benefit for residents and overall communities.
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