




















May, 1997 
( ... conl'd from prev pg) 

was to help the poor and prevent them from 
being ripped-off by greedy landlords. This fear 
is, of course, economic illiteracy. If landlords 
indeed " rip off" tenants, this means they earn 
high profits. But big returns are a magnet. If 
they exist, they would attract everyone and 
their uncle to bring more supply to the market. 
But this, in turn , will lower prices, ending any 
incipient tendency for "ripping off" or "over 
charging. " (Even were this process, somehow, 
not to occur -- - per impossible --- how can we 
know that rents are 'excessive'? All we know is 
that a rental contract is a voluntary agreement 
between buyer and seller, and that therefore 
both gain, at least in the ex ante sense.) 

In actuality, the reverse has happened; it 
is the rich who often benefit from rent control. 
Since rent control is city-wide, and not based 
on tenant income, there is a cap on the 
apartments of the rich as well, saving them a 
lot of money. These are the people who need 
to save money the least, and they are being 
helped the most by rent control. 

"In 1979 rent control in New York City 
seemed to do as much for the rich as for the 
poor. The mayor of New York, for example, 
lived in a rent controlled apartment at $250 a 
month. The estimated fair market value ... was 
$400 to $450. The president of the American 
Stock Exchange paid $660 a month for an 
apartment with a fair market value of $850 to 
$1200."1 These men, both of ample means, 
only have to pay half the market price for their 
apartments because of rent control. Thus a law 
designed to help the poor has instead helped 
the rich. 

Rent control also causes an increase in 
discrimination. Before rent control, a landlord 
could choose his tenant based on ability to 
pay. If he discriminated, he risked losing 
money by not being able to fill his apartments 
with tenants. Now, however, many more 
people have the ability to pay the lower rent, 
so the landlord can use another set of criteria 
without fear of profit loss. This can range from 
skin colour to religion to national origin to pet 
ownership. 

" Because of rent control , landlords 
observe many applicants vying for each 
vacant unit; they can afford to be very picky 
about whom they rent their apartments 
to .. . (they) will tend to pick the applicant whose 
non economic characteristics --- e.g. , race or 
religion --- are most appealing to him. " 1 For 
example, before rent control, from 1939-1941, 
a Chicago newspaper ran 1,000 inches of 
apartment ads which precluded blacks. Howe
ver, once rent control was enacted, this 
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amount grew to 9,400 inches by the late 
1940's. 

If all of the evidence points to rent control 
harming the consumer rather than helping 
him, why are such laws still in effect? There are 
several reasons. 

First, the 'benefits' of rent control are 
visibly obvious and immediate, while the costs 
are harder to see and more subtle. The tenant 
is not aware that fewer or no new buildings are 
being erected. He only sees that his rent is low 
and feels that without rent control it would be 
high. People also fear that rent would sky
rocket if controls were ended, because it 
would take a year or two for a new supply to 
come on stream. The fear is that landlords 
would escalate rents, even though over time 
competition would set in and rents would go 
down to affordable levels. 

This fear is unfounded, however, due to 
the 'undoubling effect '. Under rent control , 
tenants tend to occupy excessive space. (The 
law of demand states that the.lower the rent, 
the more quantity will be purchased.) 

Consider an old woman with a 12 room 
apartment whose husband has died and 8 
children have grown up and moved away. 
Without rent control, this matriarch would have 
long since transferred to a smaller, cheaper 3 
room apartment. But under this law, her 
present spacious accommodation may 
actually be cheaper than this alternative in a 
new uncontrolled building. Now rent control 

ends, and this woman moves, in effect releas
ing an additional 9 rooms immediately, in one 
fell swoop. Thus, any tendency for rents to rise 
upon decontrol would tend to be ameliorated 
by this 'effect' . 

Finally , pol it icians do not see the long run 
benefits of ending rent control. They only see 
what the voters see, and that is the short term 
'harm' it would do. Rather than do something 
which may hurt some at first and help 
everyone later, pol iticians do only what will 
help win the next election. Rent control adjust
ment would take too long to help put them in 
office, therefore they do nothing about it. 

Rent control is a harmful policy which 
must be ended. It limits the housing supply. It 
causes friction between tenants and landlords. 
It hinders worker mobility rendering the 
economy inefficient. It often benefits the rich 
more than the poor. It also exacerbates racial 
discrimination. 

Polit icians, however, will not touch rent 
controls because the benefits are short term 
(and visible) , while the benefits of economic 
freedom are long term and more difficult to 
see. {END} 
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"All socialism involves slavery_ "- Herbert Spencer 



Page 12 
.SECOND WIND, conl'd from page 3) 

Metz: This may seem very sensible to a 
lot of people, but whether the Harris or the 
Manning plan is the most economically 
accurate remains to be seen. I think there 's a 
lot of evidence to suggest that immediate tax 
cuts help in every direction. 

Walker: But in one context, and in their 
defence on that one, whether 'immediate' is 
better or not is almost a moot point because 
we're talk ing about the year 2000. Reform is 
talking about having a balanced budget by 
1999. 

Metz: Yes. 

Walker: So really we're talking about 
only a couple of years away, which in terms of 
the growth of the state and taxes is a mere 
drop in the bucket. 

Metz: What did you think about Man
ning's idea to 'flatten ' the tax rate? He told us 
that there was a great difficulty in that, and that 
Reform was going to try to go from about five 
different tax rates down to two levels. 

Walker: I was pleased with that. I'd like to 
see them go all the way , but again, a step in 
the right d irection deserves a pat on the back. 
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Metz: One thing that concerned me was 
when Manning suggested that the GST would 
disappear, but be INTEGRATED with our other 
taxes. In other words of course, the money 's 
still going to be coming out of our pockets, but 
will be taken in a different way. 

Walker: Yes. 

Metz: Did that sound like it fit in with the 
rest of his thinking? I thought it was a little 
contradictory . 

Walker: I think that what it comes down 
to is that he said he's not going to give tax 
relief until the year 2000, so what he's going to 
do is to rename the GST something else and 
put it into another jurisdiction. 

Metz: It sounds like the Liberal plan. 

Walker: The GST is hated as a consump
tion tax, so he's going to turn it into an income 
tax. To me, that's the old 'common sense 
shuffle'. 

Metz: (laughs) Where else do you want 
to go with our comments on Reform? 

Walker: We've talked about the analogy 
of the sign on my lawn. You may well ask 
yourself what would it take to get one there? 
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Metz: What? A sign? 

Walker: Yes. I won 't shut the door on 
putting one on my lawn. What it would take is 
a CANDIDATE who was strong on civil issues. 
If Reform had a candidate in my riding who 
was strong on civil liberties, and who I felt 
would stand up for that, I may well put a sign 
on my lawn. BUT, I think the odds of that... well 
you picture it. If I asked four questions to 
challenge a Reform candidate, I would ask a 
question about (1) controlling the Internet, (2) 
drug laws, (3) capital punishment, and (4) 
abortion. What do you think the chances are 
that I'm going to get four acceptable answers? 

Metz: How about zero? 

Walker: That's my big difficulty with the 
Reform Party. 

Metz: But what about the chances of 
Reform getting your vote? 

Walker: 100%. 

Metz: Same as me. 

Walker: Let me put it this way: Reform is 
good enough to vote for, but does not entirely 
represent the ideal kind of government that I 
believe Canadians deserve. {END} 
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