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INn Defense of Rent Regulation

In the current fight to repeal vacancy decontrol, many are
considering the value and necessity of rent regulation.The
purpose of rent regulation is to combat the effects of a
housing shortage, which landlords are able to exploit by
charging excessive rents. The need for regulation in housing is
similar to the need for regulation in other industries that
provide essential services, such as banks and utility providers.

Because of the housing shortage in the downstate New York
region, rental prices are not driven by usual factors — namely,
the quality of services being provided, and the affordability to
tenants in the region. Instead, housing prices are driven up by
scarcity. Tenants are left with few options, and in an unregu-
lated housing market, this produces dramatic rent increases,
evictions of tenants without cause, instability, overcrowding,
and often poor services. New York enacted rent regulation
laws in the post-WWII era to combat these social problems,
though a housing emergency had existed in New York City for
well over half a century. Jacob Riis and others documented
conditions in the overcrowded tenements of Manhattan’s
Lower East Side at the turn of the 20th century, where
landlords provided minimal services, but still extracted very
high rents from the city’s poorest residents. Similar problems
persist throughout New York City today.

Rent regulation offers tenants some protections from landlord
abuse and exploitation, but it is not a subsidy program, nor is
it a low-rent program. Citywide, the median rent-stabilized
rent is $925, representing 31.6% of the median income of
rent-stabilized households. In many respects, rent-regulation
is similar to the regulation of other industries that provide
essential services, such as utility companies and banks.
Experiments in deregulating electrical companies in California
showed that in a free market, the energy industry was content
to provide expensive, unreliable service. Deregulation and a
lack of oversight in the financial sector in recent years allowed
rampant speculation and over-leveraging to the point that
our economy has been brought to the brink. Still, banks and
credit card companies constantly fight against public-interest
laws, such as those limiting the interest rates they can charge

retail loan customers, just as landlords fight to weaken or abolish
rent regulations that protect tenant rights.

Like regulation of utility companies and lending companies, rent
regulation preserves the profit-model for the industry. Yearly rent
increases, set by appointed members of rent guidelines boards,
have historically outpaced the rate of inflation and of household
incomes. Even as the recession was setting in last year, owners of
rent-stabilized buildings saw net operating incomes increase to
38 cents on the dollar. Most of the 2.7 million residents who live
rent-regulated housing are low to middle income, and many are
already rent-burdened. Vacancy decontrol allows units to be
permanently deregulated, and this is causing a crisis in the
downstate housing market not unlike the crisis in the financial
sector which developed primarily from unregulated financial
products.

As stated on the Rent Guidelines Board website, the object of rent
regulation is to “attempt to simulate the kinds of rents that a
competitive market with a vacancy rate in excess of 5% might
provide... Except in high rent sectors where market rents prevail,
New York's housing shortage largely suppresses or masks these
consequences. Housing options in middle and low-income
markets are limited. Owners are commonly in a position to say
"take it or leave it" and tenants have little choice but to accept
what is offered. The benefit to low and moderate income tenants
of a recession-induced deflation of rents is largely lost.”

We are in as much of a housing emergency today as we have ever
been.Vacancy rates in New York City are 2.88 percent — down
from 4.01 percent in 1996. Rent-regulation is essential to the
health and stability of communities throughout the downstate
region, but vacancy decontrol is rapidly undermining this system
by depleting the regulated housing stock, an in doing so, threat-
ening the viability of living in the New York City region for low
and middle income families. Vacancy decontrol must be repealed
now!

Sources: The Decline in Affordable Housing in New York City, report by the New York
State Comptroller, April 2009
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