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Abstract. Rent control, to the economically uninitiated, sounds like a good idea. After all,
given that poor people spend a disproportionate percentage of their incomes on housing,
what policy could possibly be of more help to them than to lower their rents? Profit-seeking
landlords can hardly be expected to do so on their own. Their inability to undertake so
public-spirited a policy thus constitutes a “market failure,” and only government can ride to
the rescue of the suffering masses. This at least is the story widely told by journalists,
clergy, teachers, etc. The present paper is an attempt to shed some light on the very
opposite perspective: that rent controls lower the supply of residential rental housing, and
thus hurt the poor, the very people supposedly helped by this unwarranted legislation.
Keywords. Price control; rent control; housing; profits; shortages.
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1. Introduction
ent control is a policy beloved of the economically illiterate. Contrary to the
usual suppositions, it does not lead to lower rents for the masses of poor
people, it does not produce more or better housing, it does not promote
economic welfare. What it does accomplish is the very opposite: higher rents,
paradoxically, lower quality buildings, and shortages. In section Il we consider the
history of this pernicious legislation. Section Il is given over to exploring the
many and serious flaws of this legislative enactment. We conclude in section 1V.

2. History

Countries in Europe first started implementing rent control following World
War | (Jenkins 2009, 73). Because all building materials were repurposed for use in
the war, residential buildings were no longer being built due to lack of resources
(Willis 1950, 55). This, in turn, caused a housing shortage which made rents sky
rocket (Willis 1950, 55). Then, these European countries responded by imposing
rent freezes, otherwise known as “first generation” rent control laws (Jenkins 2009,
74). These controls prevented prices from changing at all, which played havoc with
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incentives for new building and maintenance of the extant housing stock. Why
were prices so rigid? Why did these laws stay in place until after World War 11?
One hypothesis is that it was because of European struggles with reconstruction,
(Jenkins 2009, 74). As time went on, and reconstruction began to improve, the laws
began to change, and rental prices were allowed to change slightly with the
changing of the market pressures (Jenkins 2009, 74). Another explanation is what
the Public Choice School characterizes as “rent seeking.”" In this case, there were
more tenants than landlords; the former group was more politically powerful than
the latter. That would account for the rigidity. Why, then, the softening? A possible
explanation is that economic sanity once again arose, in the midst of the rubble
created by these laws..

There are two different theories as to how, when and why rent control emerged
in the United States. Some say it began in the same way as in Europe; resources
were being reallocated to the manufacture of airplanes, guns, ammunition, and
artillery for World War I; they were no longer being used to construct residential
buildings (Dizikes, 2013). This, in turn, led to an extreme shortage of available
housing; for example the vacancy rates in New York dropped lower than 1 percent
(Dizikes, 2013). This incredibly low supply led to drastically high prices. Clearly,
tenants were not too happy with this state of affairs; as a result, they began to riot
(Dizikes, 2013). Many of these disturbances occurred in neighborhoods with a
large number of working- class citizens in Brooklyn neighborhoods, such as
Brownsville and Williamsburg; these housed many Jewish immigrants (Dizikes,
2013). Why is this pertinent? Because many of the women who lived there had
jobs in the garment manufacturing industry that had recently been on strike for
better working conditions, and therefore, the rent strikes took a very similar
approach (Dizikes, 2013). Women in these neighborhoods fought with their
landlords, organized and staffed the picket lines, and attempted to fend off police
intervention (Dizikes, 2013). As these insurgencies gained momentum, the New
York legislature took notice, and despite the fact that it was run by Republicans,
who typically favored landlords and building owners, they passed a program
intended to keep rents low and reduce the incidence of evictions (Dizikes, 2013).
Shortly afterward, other United States cities with significant working class
populations, like Washington D.C., adopted similar laws (Dizikes, 2013). Even
though these cities attempted to keep rents down, they did not put together any
official body? to enforce these new laws (Dizikes, 2013).® Because of this, laws
were enforced at the discretion of 50 different municipal court judges, some of
whom ruled in favor of the tenants, and others in behalf of the landlords and
building owners (Dizikes, 2013). This period of housing shortages ended around
the mid-1920s, after a large surge in the construction of residential housing. Thus
the time of high rents ended, and the laws that were in place to combat them
expired in 1929 (Dizikes, 2013). This however, was not the end of rent control, it
was simply the beginning of a different type of legislation of this sort, similar to the
kind we see today.

A second explanation for the advent of World War | rent controls is that they
were simply a part of general price controls instituted at the same time. Yet another
alternative view is that they were needed due to vast war-related migration
patterns. For example, shipyard hiring on the Atlantic coast of the U.S. catapulted
into the stratosphere. Tens of thousands of workers moved to these areas. Simple
supply and demand economics would indicate rents rising through the prof, as the
supply of residential housing could not keep up with the sudden demand. It is our
contention that all three explanations played a role.

Rent control made its comeback during World War I1. At this point in time,
many families were forced to move to different parts of the country due to the war
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and to, again, the new places where they could find jobs (Jenkins, 2009, 74). Many
of these families ended up being relocated to New York, and as a response to the
huge rise in demand for housing, prices also rose. This is when the city of New
York implemented The U.S. Emergency Price Act of 1942 (“Emergency Price
Control Act”, 1999). This act set a maximum price that rents could reach during
World War II taking into account the occurrence of wartime inflation (“Emergency
Price Control Act”, 1999). The goal of this act was to “ensure affordable housing
and to prevent profiteering” (Jenkins, 2009, 74). Because this act was put in place
to affect rent prices specifically during the war, it presumably would have ended in
1945. However, in one of the greatest anomalies in all of economics, rent control is
still in place in New York City as of the year of this writing, 2016, in order to
“cure” a World War II “emergency” that should have ended 71 years previously.
So much for a price ceiling curing a shortage. Rather, as economics 101 teaches us,
it actually creates a gap between a greater demand and a shorter supply.

Most of the other cities that had enacted rent controls abandoned them after a
surge in housing in the late 1940s made housing more widely available. By the
early 1960s, New York was the last city in the United States still clinging to its
outdated World War I rent control laws (Jenkins, 2009, 74).

Despite the fact that rent control had all but died out, it made a comeback in the
1960s. Inflation at this time began to rise, eventually making its way into to double
digits. This eventually caused a resurgence of rent riots, and we began to see
phenomena such as the Harlem Rent Strikes, and groups such as the Chicago
Tenants Union (Jenkins, 2009, 74). Rent control once again found its home in
places like New York, Washington D.C., Massachusetts, Seattle, New Jersey, and
Baltimore by the 1970s (Jenkins, 2009, 74).° By the 1980s, rent control had died
down again, and by 2001, only several jurisdictions in the entire United States still
regulated the maximum level of rent.

Based on this history, it is clear to see why this law was an attractive option at
the time. People were having difficulties adjusting after both World Wars, and
when people started rioting in the streets, the government felt the best decision was
to step in. So, in order to keep the peace, they thought it advisable to regulate price
in favor of the desires of people who were economically illiterate. Unfortunately,
this policy decision was made without reckoning with basic supply and demand
analysis.

Those who favor rent control tend to fall left of center politically; they believe
that such laws keep poorer individuals from being pushed out of cities that are
largely inhabited by richer people who can afford to pay higher rents (“Do Rent
Controls Work?”, 2015).° Rent control allows tenants to estimate how much their
payments will be for many years to come, which makes it easier for people with
low incomes to plan for their future and save accordingly (Gallagher, 2016). It also
guarantees against the possibility that tenants will have to pay more in rent than
they c7an afford, let alonetheir total earnings (“Pros & Cons of Rent Control”
2016).

Rent control does not only impose maximum prices it also regulates the
conditions under which a tenant can be evicted. This is because of vacancy
decontrol.’That policy gives landlords the power to raise rents, sometimes to the
current market price when the unit becomes vacant (Gallagher, 2016). If landlords
had the power to evict anyone they chose, this would completely nullify that
enactment. This provision preventsthat from happening. Most laws mandate
landlords to have just cause for eviction and fully defines the requirements
(Gallagher, 2016). Typically, just cause includes failure to pay rent, breach of
lease, or creating a nuisance (Gallagher, 2015). Rent control also guarantees
continued housing for people on a limited income, such as the elderly and those on
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disability (Cohen, 2012). If rent control did not exist, these people would not be
able to live in more expensive cities such as New York or Los Angeles®. All of
these stipulations greatly benefit a sitting tenant: he has a guaranteed price for rent,
he will never have to pay significantly more than he did when he moved in, and as
long as he follows the (reasonable) rules of the building, he will never be evicted.
If rent control helps so many people, how could anyone think it is a bad thing? The
answer to this question is even though rent control seems undoubtedly helps some
people, in all reality, it has very serious drawbacks.

3. Flaws

Rent control laws destroy cities. These laws ultimately lead to the abandonment
of buildings and the destruction of cities. Rent control discourages rental housing
not only from being built, but also from being maintained. Because investors are
motivated by profit, they will not want to invest in something, such as residential
housing, that has a cap on how much they can charge, because it severely limits the
amount of profit they are able to make (Friedman, Hayek, Block, Kalymon, 1981).
If few people are investing in residential housing, apartment buildings will stop
being built which will lead to an even larger shortage in housing. Therefore, by
attempting to create affordable housing, rent control actually makes it more
difficult to find housing at all.

Buildings that are rent controlled tend to be poorly maintained (“Does Rent
Control Work?” 2015). There are two reasons for this. First of all, if the cost of
living in an area increases, but the rent remains the same, the landlord will
progressively make less of a profit and therefor will not be able to afford all of the
costs associated with maintaining the building (“Pros & Cons of Rent Control”
2016). The second reason for this is incentives. If landlords know they will only
make a set amount of profit, they have less incentive to improve the building or
even keep it in good condition.'® These two things ultimately keep landlords from
maintaining their buildings and they not only begin having structural issues, but
they begin to crumble, and if all of the residential buildings in a city are rent
controlled, and none of them are maintained, the whole city will start to look like a
war zone.

Rent control also creates and/or exacerbates racial discrimination in the housing
market. These laws take the price factor out of the decision of who gets which
apartment. Under free enterprise landlords filled their buildings with people who
could afford to pay the rent. But with fixed rents landlords are able to employ other
characteristics. This could be anything from age to sex to race. For example, if you
are a middle aged man looking for a woman, you might give all of you available
apartments to young single members of the opposite sex. If you are a racist, you
might fill apartments with white of a different color.

This enactment also mismatches tenants and real estate (Block, 2008). For
example, consider a family of eight living in an eight room controlled apartment.
When they moved in, it was the perfect dwelling for them; they all had their own
room, there were multiple bathrooms, it was great. However, as time goes on, and
the kids move out, and the father dies, the mother begins using less and less of the
apartment. She occupies only three of the rooms; she shuts off the other five, as
they are too expensive to clean. With a free enterprise housing market she would
undoubtedly vacate and find a smaller place, but because the rent is so low she is
better off remaining. As a result another much larger family lives in a too small
apartment and the available housing stock is minus three rooms. Under decontrol,
rents would not shoot up as fast as otherwise would be the case, due to this “little
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old lady” effect: those five rooms will come on the market much more quickly than
the time it would take to construct new residences.

Some argue that such controls violate the law of the land. Will (2012) said,
“Rent control is unconstitutional because it is an egregious and uncompensated
physical occupation of property.” The constitution prohibits the government from
taking private property for public use without making full compensation. Owners
of rent controlled buildings argue that this is exactly what the government is doing
by enforcing rent control laws. Critics argue that rent control is not unconstitutional
because the units that are being rented are not for “Public use” (Will 2012). This
argument is flimsy at best. It may not be a good use, but it is certainly “public” in
that the government has enacted this law.

The economy functions best when we let the market decide, and rent control
laws prevent this from happening. To many people, rent control laws seemed
logical during and after World War 11, but they certainly do not have a place in
today’s society."’ They supposedly help those in need and provide housing for
people who may not be able to afford it, but in reality, rent control laws just made
things worse. They destroy cities, createhousing shortages, and foster
discrimination. All rent control laws should be abolished, and decisions should be
made by the market.

A paternalist government’s main focus is to appeal to the population by
enacting policies that help, either economically, socially or physically (health) the
majority of the population, if not all. While this sounds good, in practice it is very
deleterious. These policies that have opposite effects of those intended. We will
attempt to discredit paternalist practices, specifically those of rent controls*? by
arguing that they seek to give advantages and protect its citizens by regulating the
market but in reality harm the economy of the country and thus the pockets of the
people who live there. Rent control has always had a positive tone to it because it
offers the possibility of lower rent for low income families. Governments often
focus on these short-run effects and forget to account for the long-run. This
especially contradicts Hazlitt’s (1946) insightthat “one must trace not merely the
immediate result but the results in the long run”. This author’s lesson serves to
show that while the immediate result of rent control is low prices, this is not true in
the long run. In fact, in May 1992 the American Economic Review issued a poll in
which 93% of the economists who responded agreed in some way or another that
“a ceiling on rents reduces the quantity and quality of housing available” (Alson,
Kearl, Vaughan, 1992).

Rent control has been a major topic of conversation in densely populated cities
such as Seattle, New York and San Francisco. In Seattle, rent prices rose 11%
between 2010 and 2013 ("Do Rent Controls Work?"), which motivates those in
favor of rent control or rent stabilization. Those who advocate rent control, such as
New York City’s Mayor Bill de Blasio say that a freeze on rents would “fix the
housing market” and make housing in big metropolitan cities more affordable to
low-medium income families. Ault (1981) addresses the argument of rent controls
as an aid to the poor and mentions that while rent controls aim to help the tenant
“these gains are diminished as time wears on” (p. 57) thus strengthening the theory
that rent control tends to negatively impact both tenants and landlords in the long
run. A freeze on rent prices ultimately lowers the quality of the houses available for
rent as well as significantly reduces the supply of available houses for rent. A cap
on how much a landlord can earn takes away the incentive to fix up and rent out
apartments, it also affects the willingness of the landlord to seek new tenants, “with
rents below market clearing levels, landlords are able to reduce normal
maintenance and still keep their units occupied at the maximum allowable rent”,
says Ault.
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For an image of what are the effects of rent controls in a city and the quality of
life of its tenants we need not to go further than New York City. Holcombe (1995)
explains that by 1986 the city owned 9% of the total housing stock in New York
and that this was a direct result of rent controls. As the cost of maintaining the
buildings increased and the price of renting them was frozen because of rent
controls, many landlords and tenants abandoned their buildings, which ultimately
ended up in ownership by the government. It then proceeded to renovate the
buildings themselves, which raised public spending, or rent them out, which results
in buildings that are over 60 years old been used instead of building new ones with
more modern amenities. This leads to mismanagements of the publicly owned
properties because, as Holcombe (1995, p. 86) describes, “saying that something is
publicly owned means that nobody has ownership interest, so nobody has an
incentive to take care of the property.” In contrast with no rent controls, landlords
would constantly renovate and improve because they would have the incentive of
attracting more tenants and making a bigger profit.

There is also the argument that rent controls benefit tenants because the Money
they save in rent can now be used in something else which can ultimately improve
their quality of life. This claim is inaccurate because as Ault (1981) explains, “the
benefits he (the tenant) receives is the difference between the rent he pays for the
unit and what he would be willing to pay if prices were not controlled.” So if the
market values a property at $600 but because of rent controls the landlord is
obligated to rent it for $400 only people who are willing to spend $400 on rent will
want it thus not really giving the tenants a real monetary benefit and making the
landlord incur a loss of $200. If a person wants to spend $400 on rent that person
will look for a place that is inside his budget regardless of rent controls, the
difference will be that the property that the person would get under a controlled
market would be of inferior quality." This shows that a free market where value is
determined by supply and demand, landlords will up-keep their properties in order
to increase demand for them.

Rent controls also have a negative effect on the supply of housing units. With a
smaller margin of profit for landlords, many of them may leave that industry and
seek a more profitable one. Tenants are also more prone to stay in their units for
longer durations. This decreases labor mobility, one of the underpinnings of
economic growth.

Those who support rent controls argue that the problem of supply could be fixed
by increasing government investment in the housing industry as well as
incentivizing the private sector to invest in the construction of buildings and other
housing projects. In the case of private sector investment, it would be almost
impossible for private investors to see housing projects as profitable. As Ault
(1981, p. 66) puts it, “any legal change which has the effects of reducing the
profitability of rental housing will result in the reduction of its construction.” To
further stress this point, a decrease in private sector investment in construction
would also constitute a loss of jobs in that industry and a slowdown on the flow of
capital into cities, businesses and people’s bank accounts.

On the matter of government investment in public housing, it has been
estimated that it “is 10% more expensive to produce” (Barton & Olsen, 1976).This
would cause the cost of housing to rise.** Ault (1981, p. 72) also argues that “costs
may rise because of additional costs of dealing with the rent control bureaucracy”
one of these expenses being the “administrative cost of the program”

Hayek (1981) looks at the matter of government boosting supply in terms of its
long run effects and takes into account the increase in the size of the population
over time. He explains that if the ultimate goal is to consistently keep rent prices
down then the government would have to provide all the supply in the long run,
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possibly taking complete control over housing. Given the fact that demand for
housing is heightened by its control of prices, as population increases the
government would have to keep building more housing projects and expanding
investment ultimately causing it to become the primary supplier of housing units.
This would raise complex financial questions in regards to taxes and public
spending (Hayek, 1981, p. 174).

Moreover, this author talks about the elasticity of supply and demand of the
housing market (Hayek, 1981, p. 173) and explains that shortages caused by
regulations on rent prices cause tenants to stay for longer periods of time in the
same house turning the property into a “capital asset.”**This makes it much more
profitable to sit on it rather than look for another place. As a consequence, demand
for rentals would keep increasing with no creation of supply because of low
profitability for the private sector and high costs for the public sector.

The Economist (2015) adds that “landlords may become more selective on who
they rent their places and tenants may stay in properties longer than makes sense”.
This allows property owners to more easily and cheaply indulge any tastes for
discrimination (Becker, 1957) they may have. Other consequences related to
supply and demand are that wealthy tenants may seek to buy cheap, non-luxury
houses and remodel them to make them luxurious, driving the price of the property
up and making a house that was one affordable to a middle income family
unattainable (London, 2015). As well, since rent control legislation typically makes
an exception for high-end rental housing, this furnishes yet another reason for
upgrades; again, at the cost of the lower and middle classes, since this housing is
now incompatible with their pocketbooks. The paternalist reason for regulating the
housing market may well be to help those who have less purchasing power, but in
practice it lowers the chances of them ever getting a decent place to live in.

Not only do rent controls have negative effects on supply and demand but they
also impinge upon resource allocation. This, too, negatively impacts those at the
bottom of the socioeconomic ladder, who are the ones the paternalist government
presumably® seeks to protect.’” As Hayek puts it, public building investment,
caused by a decrease in supply due to low profitability of the industry, “distorts
resource allocation” (p. 180). He also considers that the government ignores the
fact that “the needs of those who happen to not have any accommodation at present
and who head the queue for new construction do not coincide with the needs which
would come to light if existing accommodation were distributed rationally” (p.
181).Thus, even when the government pours a significant amount of resources into
building housing units they are not be in accordance with the demand. The result of
this wrongful allocation of resources is the construction of housing units that do not
correspond to the needs of those with the strongest demand.

What the theory of public investment fails to see is that in a market where rents
are not controlled and people see profit in selling and renting their units, people
whose homes no longer fulfill their needs would have an incentive to put them up
for sale or rent and the market would correct any supply and demand
imperfections. Hayek exemplifies this by giving a case in which homes are being
built for families with children due to low supply of suitable accommodations and
argues that it in a housing market with no rent control this would be unnecessary
because there may well be older couples occupying homes that are now too big for
them and do not satisfy their needs (Hayek, 1981, p. 181). Block (1981) refers to
this as the “old lady effect.” These are cases where a whole family used to own a
property but as time passed the family members started to die or move away
resulting in one person (the old lady) staying behind in the property but not using
all of it. Although the house may have become too big for the “old lady” it would
not be profitable for her to sell the place because of rent controls. In a free market,
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she would be able to put the property up for sale or rent, increasing supply. She
could ultimately move to a smaller place that better served her needs, which
implies an increase in supply for a specific type of house.

As rent control presents more and more problems, it raises questions as to how
best to phase out this law. As to how government could move from a controlled to
a free housing market, many who favor paternalism would argue that people who
are unable to afford rent under the unregulated market would have to move to
smaller dwellings. Hayek (1981, p.183) gives his assessment on the transition to
the open market and recognizes that these types of problems may become a reality
only if the transition is not managed in the correct way. His solution is not to allow
rents to rise gradually but to make the open housing market as big as possible,
while maintaining some temporary restrictions in particular cases. What he intends
with this proposal is for private investment to “progressively enlarge as far a
possible the existing free market sector catering for noncontrolled tenancies,
subletting and home buying” (p. 184). This newly enlarged private housing sector
would balance back the prices and provide supply without “creating a new demand
by the eviction of the tenants”.

Hayek appears to fear that if rents are decontrolled all at once, havoc will be
created in the housing market. Pent up demand will skyrocket prices; true, new
building will also be forthcoming, supply curves slope in an upward direction after
all, but this will take too much time. Better, for him, some sort of gradual process
of decontrol. There are two errors here, a pragmatic one, and an issue of
deontology. Let us consider the latter first. Rent control is a rights violation. It
amounts to a taking (Epstein, 1985) of private property of the building owner. If we
had the power to end this, in one fell swoop, and, yet, phased it out over a period of
years, then we would be responsible for this violation of rights during the period it
was still the law of the land.™ As a practical matter, Hayek reckons in the absence
of the “little old lady effect” mentioned above. Within a very short period of time,
rising rents would encourage “elderly women” to disgorge supply, as they moved
to smaller quarters, to save money.*

4. Conclusion

Through the economic analysis of rent controls it is easy to see why government
regulations on the market are counter-productive and can trigger consequences that
negatively affect the quality of life of citizens. Policies like rent control sound
appealing to the general public because they bring short term results that some
people may see as favorable, but it is clear that they lead to worse situations and
give more power to the governments to control the economic activities of its
citizens. When policy makers suggest that the government should reduce rents they
only see the fact that the tenant will pay less thus having more money to spare and
that the landlord will keep making a profit just a smaller one. They ignore the fact
that the landlord will try and find profit in a different industry or reduce costs by
lowering the quality of his dwellings.

Rent control is a regulation that destroys the quality of cities, the incentive to
invest in housing projects and that also imbalances supply and demand leaving
many homeless or with no real options but to stay where they are and not look for
anything better. With no real incentive for the tenant to keep the place in good
condition, the quality of the houses goes down and “the decay of each building unit
affects those nearby and a vicious cycle comes into place” (Ault). In the end, it is
the long run effects what give way to the truth of rent control and expose what
paternalist policies produce. If there were a free market where the government
would not interfere with the behavior of the housing industry, more people would
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be able to live in better maintained houses. Those with lower incomes would be
able to afford homes that in a regulated market would be owned by those who are
reluctant to let go of them because of the lack of incentive to profit from it. With all
of these factors into place it is not hard to give credence to Lindbeck’s (1972)
statement that “in many cases rent control appears to be the most efficient
technique presently known to destroy a city, except for bombing”.

In the view of Myrdal (1965), another socialist Swedish economist®: "Rent
control has in certain western countries constituted, maybe, the worst example of
poor planning by governments lacking courage and vision."

Notes

! For a critique of this particular phrase, but support of the concept, see Block (2000, 2002), Block &
Gordon, (2016).

2 Such as a rent control commission

® One theory is that the legislatures could have done this on purpose in order to let the court judges
use their discretion in matters off rent control, because they had to do something to keep people
from rioting, but they didn’t want to enforce any rent control laws that would actually make a
difference.

* 1t takes far longer to construct new housing than for would-be tenants to flock to a new area.
% The difference between rent control in the 1940s, or first generation rent control, and rent control in
the 1970s, or second generation rent control, is that the first generation rent control froze rents and
didn’t allow for any upward movement at all, whereas second generation rent control allowed for
very minor changes in the rent (Jenkins 2009, 75).
This cannot be denied. Rent control will indeed preserve a space for poor people in the downtown
area of major cities. But it is unclear as to why public policy should promote any such occurrence.
Occupancy of prime real estate is a luxury good. A Rolls Royce also falls into that category. Should
we encourage the poverty stricken to own automobiles of that sort? The very idea is preposterous. If
the impecunious can occupy high class real estate and cars, what will be the point of becoming rich?
And, if incentives toward wealth are atrophied, the entire economy will be undermined. No, the
poor no more deserve a Rolls Royce vehicle than they do prime real estate.
This claim too, is undoubtedly true. With rent control, the tenants can more easily plan ahead. But
they do so at the expense of the landlord. Where is the justification for seizing wealth from
investors in real estate and giving it to occupants of rent controlled apartments, who are often very
rich? If there is any case for transferring funds from rich to poor, an issue far beyond the scope of
the present paper, rent control is an inefficient means toward this end, since there are rich tenants
and poor landlords.

Phase | rent control, used during World War |, had no such provision. If a tenant departed

voluntarily, the amount the landlord could charge a successor remained the same. Under such

Draconian rules, no new housing was built, and lack of maintenance lead to housing deterioration.

Phase Il laws, enacted during World War 11, allowed not only for rent raises upon eviction, but for

increases based upon inflation.

® This argument is not very strong, because if your fixed income is too low to afford the rent in a
particular city, the cost of living in that city is probably too high for you, and you should move
somewhere more affordable. It’s not the government’s job to make sure everyone can afford to live
in the high rent district of their dream city. See fn. 9, supra on this issue.

10| fact, because of eviction laws, it makes more sense for landlords to let their building fall apart,
because tenants in rent controlled units would be more likely to want to move out, and when they
did, landlords would be able to raise the rent of the unit.

1 For an economic analysis critical of price controls during wartime, let alone during peace, see
Higgs, (1992).

12 Rent control is a law placing a maximum price, or a “rent ceiling,” on what landlords may charge
tenants. Block (1993).

13 Suppose a tenant values an apartment at $401 per month, and rents it for the controlled rent of
$400. He earns a profit, or a consumer surplus, of $1 monthly. If it could have rented for $600
without controls, then, in order to benefit a tenant by $1 per month, the landlord loses $200. This is
dead weight loss of $199 per month. This is no way to run a railroad.

¥ public housing also comes replete with many and serious problems on its own. See Anderson,
(2000); Bovard, (2000); Duxbury, (2013); Gamble, (1988); Gulliver, (2013); Jacobs, (1961); Marsh,
(1991); Milligan, (2013); Wolfe, (1991). One difficulty is that main reason for implementing such

6

7

8
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housing socialistic measures is the supposed “failure” of the private rental market. But this, as we
have seen, has been brought about by rent control in the first place. Instead of introducing yet
another government failure of a program, why not instead merely rescind the first policy that
brought about the difficulty, namely rent control?

15 For the tenant, not the landlord, even though the latter, presumably, is the owner of the property in
question.

18 We say “presumably” since in point of fact this law helps not the poor, but those fortunate enough
to be residing in housing extant when the enactment comes into being. Typically, this is the rich, not
the poor (Edwards, 2015) Mankiw (1998, p. 116) reports that the following movie stars, politicians,
businessmen and other elite members of society have benefitted from this legislation: Mia Farrow,
Cicely Tyson, Baroness Ingrid Thyssen, Sidney Biddle Barrows, Manfred Ohrenstein, Todd
Goodwin, David Dinkins and Robert Morgenthau.

7 The point is, as a result of rent control too few resources are allocated to housing for the poor and
the middle class, and too many to everything else under the sun.

18 Suppose we had the power to end slavery right now, but forbore, on the ground that so abrupt a
change would be disruptive to the economy. Instead, we would this pernicious system over a period
of ten years. Then, we would be responsible for this abomination for the duration it was still in
force.

1% For a more thorough criticism of Hayekian gradualism, see Block (1996).

2 A redundancy.
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