THE ECONOMIC IMPLICATIONS

OF RENT CONTROL

BY BECKY BOWER

the housing
the demand
for affordable
rental housing has
skyrocketed as Americans
have shifted from a
homeownership mentality to
a renter mentality. As Richard
Elorida from Citylab might
argue, the migration from
suburban homeownership to
renting has been increasing
since 2006. In fact, from
2006 to 2014 the number
of U.S. renter households
did increase by 5%. With a
large percentage of the renter
population concentrated in or
near urban areas, some of the
most maijor cities in the U.S.
lack the necessary housing
supply to meet the demand.
Thedemandforreasonably pricedrentalhousing
has been reaching new heights in major metros,
with renter rates escalating the renter population
in individual states. Cities like California, New
York, and North Dakota had a renter population in
2015 that exceeded 15% of the state’s population.
As rentals are often centered near urban areas,
major metros (like New York, Los Angeles,
Chicago, Houston and Philadelphia) have become
some of the top unaffordable rental markets in
America. Many cities have even issued emergency
declarations due to a housing shortage. While the
need for affordable rental housing is certainly an
issue, rent control isn’t going to fix that.
WHY RENT CONTROL WON’'T FIX

ince
crisis,

THESE

PROBLEMS

The basic rules of Supply
and Demand in the housing
industry are simple. A high
rental housing demand,
coupled with a low supply of
housing, equals higher rents.
Although rent control has
been designed to stunt the
growth of those rental rates,
ultimately, it does more harm
to the already low availability
of rental housing than it helps.

1 Rent Control Slows
the Increase of the Housing
Supply

Rent control is a temporary
solution to a much bigger
problem. While it might stunt
the growth of rent rates in
properties by placing a cap on how much they
can be raised, it doesn’t address the central issue:
the limited housing supply. Without a competitive
rental rate, property owners will be hesitant to
invest their extra capital into new developments...
or worse, they’ll put the market in a state of flux
by trying to liquidate assets that can no longer
be profitable.According to Debra Carlton, Senior
Vice President of Public Policy for the California
Apartment Association (CAA), “California is facing
a historic housing shortage. Lack of supply of
housing has gotten in the way of tenants’ ability to
find an affordable place to live. Rent control is not
the answer. What developer in his or her right mind
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