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Milan, MN is at a crossroads. There is great 
need for rehabilitated and new single 

family homes. This document explores a 
strategies for both improving the existing 

housing stock and laying the foundation for 
future growth.  

A Place To Live 
Affordable Housing for Milan, 
MN 

Sean Hadorn 



Introduction 

The ability to find affordable housing for working families in rural America is growing more and 
more difficult. Rural communities face both economic and demographic challenges: rural 
populations are aging and moving into retirement. As they retire, however, a significant 
percentage of retirees are staying in their properties. This makes sense: if someone has worked 
in a place for most of their life and has their social and familial roots in that place, they are likely 
going to want to stay there. Economically and demographically, however, this poses a unique 
challenge. Since significant numbers of retirees and aging workers are not moving to larger 
houses or retirement communities, there is a small and dwindling pool of available affordable 
housing units for young working families. While the demographic trends and economic shifting 
away from small rural communities has largely masked this challenge in many communities, for 
those communities that have experienced an unexpected boost in numbers it poses a formidable 
problem that must be addressed.  

Nowhere has this challenge been felt more sharply than in Milan, MN.  Milan unexpectedly went 
from a declining population of about 150 residents to an immigrant destination for Micronesian 
workers who work in the local Jenny-O turkey plant. This grew the population to somewhere 
between 300-400 people. With an aging population coupled with a declining quality of housing 
stock, few finance options and no gap financing for new building available in such a rural 
community in a small county, multiple Micronesian families are cramming into decaying rental 
properties designed for at most a single family. This has created an unexpected housing crisis 
that the city is eager to address. The Micronesians have revitalized and repopulated a dwindling 
community but are now looking for opportunities to expand their own vocational skillsets and 
invest in living permanently in Milan.  

Currently, most of the Micronesian population is living in a decaying rental stock that is mainly 
owned by one landlord (the town banker and Peace Corps volunteer who was largely responsible 
for encouraging the Micronesians to move to the small community in the first place). He is 
reluctant to let those houses be sold to other landlords as he often provides extremely lenient 
rental terms to his Micronesian tenants and will not evict them for missing rent payments. This 
has created a conundrum – there are funds available that the city can apply for to rehabilitate 
those houses, but it seems unlikely that they will want to essentially conduct a large-scale 
property value transfer to the landlord without getting something in return. However, the 
landlord seems willing to work with the city and other area stakeholders to find a solution that 
leaves all parties satisfied. 

There are several other factors at play: the Micronesian families are making very little money. 
They are non-permanent residents afforded the right to work based on a Compact that the US 
government has with Micronesia from World War II. Gradually the children are becoming US 
citizens but the parents and most of the population are not – and are prevented from citizenship 
unless they have sponsorship, generally something only their children can provide. There is a 
high interest in learning vocational skills and other work skills that can be used to improve and 
maintain their current houses and to expand their work options into the construction trades. It 
has been suggested that perhaps Habitat for Humanity might be willing to train members of the 
Micronesian community, but rehabilitation and construction costs would need to be largely 
covered already. 

 



Proposed Strategy: Gap Financing 

 

So, what can be done to address this situation? At the center of Milan’s housing dilemma is the 
question of home ownership. For grant monies to be applied to rehabilitating existing housing 
stock, those property owners must be willing to take loans or apply for grants so that the state is 
not simply giving away money – there must be some skin in the game for the property owners. 
Second, how can we help move a group like the Micronesians, who have very little existing credit 
or financial history, to a place where they are financially able to apply and receive loans to 
purchase properties in the first place?  

 

Any strategy that seeks to address Milan’s housing challenges will be required to address these 
two separate questions: how can the housing stock be expanded or rehabilitated? and how can 
the new population that is currently renting in that housing stock be given the tools it needs to 
become future property owners? The answers to these two questions lead to two very different 
programmatic solutions that, with luck and dedication, will come together in the purchase of 
refurbished and revitalized housing stock within the city borders of Milan, MN. To use the 
community capitals framework, there needs to be development in both built capital (new and 
existing housing stock) and human capital (expanding the pool of potential buyers and getting 
the local population on the road to financial security).  

The Minnesota Housing Finance Agency provides a variety of gap financing options that, if 
secured, could help move the project forward. Gap funding comes in two forms: development 
gap and affordability gap funding. Generally, in rural home development projects, the cost of 
building or rehabilitating a home will exceed the actual appraised value of that property once the 
work has been completed. Development gap funding, provided by MHFA, can fill in that “gap” of 
profit – so that a builder or rehabber can avoid losing money by investing in a rural property. 
This gap funding is the key mechanism for improving or building new properties in Milan. 
Affordability gap funding, on the other hand, is the difference between the sale price of a 
property and the amount that a buyer can afford. When developing affordable housing with a 
target demographic that will likely be unable to afford the property at full price, MHFA can help 
cover the difference between what that buyer can actually afford and what the property is worth. 
Both types of funding are crucial to any affordable housing projects that may occur in Milan. 
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Built Capital Strategy: Securing an MHFA Grant (Consolidated 2017 Single Family RFP) 

 

To address the built capital 
challenges that Milan, MN is 
facing, it must either 
rehabilitate existing housing 
stock or build new 
properties. While the city 
could potentially explore 
additional affordable 
housing units with 
organizations like USDA, it 
seems unlikely that there 
will be new developments in 
the short term. Therefore, a 

built capital strategy should focus on the rehabilitation of existing properties and putting those 
properties on a path to affordable home ownership. This step is complicated by the fact that the 
major landlord of the potential 20 or so properties is not willing to sign his own name to these 
properties. Additionally, some of these properties are in such a state of disrepair that they would 
not qualify for loans from any interested buyer, even at cost.  

While the state does provide gap financing for the actual work on the house, it does not provide 
financing for the purchase of those properties. Thus, to actually move forward on the project, 
either seed financing must be secured to purchase the desired properties so that the purchaser 
or purchasing entity can then apply for development gap financing or the current landowner will 
need to contract with that organization to ensure that the properties will be resold to affordable 
buyers once they’ve been rehabbed. Essentially, someone has to sign for the gap funding and it 
only comes if there is a guarantee that those properties are going to be resold to the target 
demographic. 

So before any decisive steps can be made by any sort of partnering organization that is willing to 
financially support the project in it is initial stages, more assessment of the actual properties 
needs to take place. The actual to-be-rehabbed properties must first be appraised so that both 
the purchase price and the rehab price can be ascertained. Once that occurs, if it makes financial 
sense and there is a willing partner, those properties can either be purchased or a deal can be 
made with their current owner; if the costs of rehabbing them don’t make financial sense, 
modular or low cost housing can be explored. 

Step 1 – Assess and refine existing housing stock 

The first step to the strategy is to determine what exactly are the costs and benefits of 
rehabilitating each property. To expedite the process, the stakeholders will select about five of 
the most obvious properties for full appraisals. The goal of these appraisals will be to determine 
what the properties are currently worth and what those properties would cost to reach a level of 
quality where potential buyers can receive loans and buyer’s assistance for them. Once assessed, 
these properties will be further refined to a smaller pool of one or two properties that can be 
“test balloons” for the rehab process. 

Year 1 –
Program 
Development

Year 2 –
Rehab 2 Houses 

Year 3 – Rehab 
2+ Houses

Year 4 - Rehab 
OR Explore 
Modular 
Housing / 
Building New

Year 5 -
Organizational 
Self Sufficiency



 

 

Step 2 – Define roles and stakeholders and begin preparing grant application 

Once the two most desirable properties are identified, the MHFA grant process will begin. This 
involves the following aspects: 

• Securing seed financing for the purchase of the properties. It is important to note 
that this purchasing money will be regained by the purchasing entity once the 
properties have been sold. 

• Agreeing to a sale price of the properties from the current owner. 
• Establishing a contract that agrees that the properties will be sold at the agreed upon 

price only if the grant application is successful. 
• Determining the administrator of the gap funding grant: a formal entity must serve 

as the receptor and administrator of the grant from the MHFA. The most likely entity 
that can serve is this capacity is the Chippewa County HRA (Public Housing and 
Redevelopment Authority) or Prairie Five or another community action group in the 
area. The Southwest Minnesota Housing Partnership could also serve in this 
capacity. 

• Gathering support from area stakeholders: financial support, letters of support, 
institutional support. 

• A contractor/developer will need to be identified, the contracts will need to be set 
before the grant application goes in (so that those costs can be covered by the grant 
application by the HRA). 

Step 3 - Grant administration, actual purchase of properties, rehabilitation of properties, and 
then resale to new buyer. 

If the MHFA grant is successful, then the real work on the properties will begin. Any needed 
rehabilitation work to ensure that the properties qualify for homebuyer loans will begin, using 
MHFA funds to complete that work. Estimates and cost overruns will need to be considered and 
built into the grant application. Putting together this grant application and getting all 
stakeholders to the table to agree to terms will require a tremendous amount of work. It is 
recommended that there be a staff person designated by the administrator of the grant funding 
to oversee the project. 

Step 4 – Resell the homes to pre-approved buyers. Those buyers will have moved through the 
program’s human capital program and completed its determined curriculum.  

 

Step 5 – Begin grant cycle again, while using the resale value of the properties less 
administrative and developer expenses to bolster and expand the program’s reach. At some 
point in this cycle there will no longer be financially viable existing stock and the program 
should shift its attention toward the purchase or development of other types of affordable 
housing, like modular homes. 

 

 



 

 

Human Capital Development 

While the actual rehabilitation and construction of the existing housing stock is rather straight 
forward, the effort to prepare the target demographic for the challenges of homeownership is 
not. For the Micronesian population to be able to secure homeownership skills, vocational and 
construction trade skills, build up their credit, and to qualify for mortgage programs for the 
actual purchase of the rehabbed properties, there must be a sustained and multifaceted 
approach toward training and education. This is no small task. While there are multiple 
organizations throughout the region that provide different aspects of this sort of necessary 
training, there is not an entity or organization that is actively tracking the families participation 
and progress.  

If there is going to be some sort of human capital requirement that must be met in order to 
purchase the houses that this program recommends, then there must be some sort of curriculum 
and the potential homeowners’ participation in those lessons must be tracked. It is far beyond 
the scope of this project to define what exactly must be in that curriculum, however it will be a 
key responsibility of the program and grant administrator to develop and track that process if it 
is indeed going to be a fundamental part of the project. There is much need here for further 
exploration and research: especially to figure out what is and is not included in the curriculum 
and the mechanisms for tracking and “graduating.” In the abstract it sounds reasonable – that 
those seeking to purchase the rehabbed homes must be able to care for them and to meet the 
terms of their mortgages. In reality, however, there is a clear need for administrative and 
curricular development and oversight and it is not certain who would actually be funding and 
tracking the program.  

 

 

 

Summer

•Assess Houses
•Begin Homeowner Training
•Secure seed financing and partner organization.

Fall
•Assemble Grant Application
•Work on Contracts

Winter
•Submit Grant
•Finalize Contracts

Spring
•Purchase Houses
•Begin Rehabilitation

Summer
•Sell Houses
•Begin Cycle Again



Conclusion 

Much work is left to be done to address the housing needs of Milan, MN. It is imperative, 
however, that something is done. There should not be multiple families and children crammed 
into substandard properties when it is those families that are bringing back the lifeblood and 
vitality of a once stagnating rural community. It is the responsibility of all stakeholders to 
address this situation. 

Luckily, the solution is rather straightforward – it just needs actual partners to begin to finance 
the project and to administer its processes. The first steps are very clear: assess and appraise the 
existing properties and build a financial and administrative network of partnerships to make the 
initial purchases and to administer the initial loans.  In the long run, it is clear that these 
properties can and will be rehabilitated and their lifespans extended. Less clear is the path 
forward to ensuring that the population that is most at need has the skills and training to take 
advantage of a rehabilitated housing stock. It is up to the community stakeholders to both define 
and administer a robust training curriculum to ensure that the housing situation in Milan 
becomes stable, permanent, and growing. 

It will take a huge amount of work but the rewards are evident – the community will secure itself 
for the future, everyone’s property values will rise, and with any luck, more businesses will see 
the expansion and growth in Milan and decide to relocate and invest there. 
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