- 2N

YANKEE
INSTITUTE

Testimony in Opposition to HB 6588
Submitted by Bryce Chinault, Director of External Affairs

February 21, 2023

Thank you for the opportunity to testify before the Housing Committee in
opposition to HB 6588: An Act Concerning Rent Stabilization. My name is
Bryce Chinault, and I am the Director of External Affairs for Yankee Institute, a
non-profit public policy organization in Hartford dedicated to empowering
Connecticut residents to forge a better future for themselves and their families.

Yankee Institute opposes HB 6588 because rent control measures exacerbate
housing market shortages, reduce the quality of available rental units, and
misallocate scarce resources.!

HB 6588 would cap the annual rent increase at 4.5 percent, plus inflation. Such a
proposal may be enticing to current renters who stand to benefit in the short run,
but this drastic increase in the Commissioner of Housing’s authority will lead to
negative consequences for not only landlords but the rental community and the
general public as well.23

When considering the effects of this proposal [ was reminded of economist
Thomas Sowell’s famous quote, "There are no solutions. There are only trade-
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offs.”* This insightful observation of the policymaking process ought to be
emphasized much more often.

One tradeoff to consider is that rent control measures reduce housing supply.
Current providers are deterred from expanding the number of rental units, and
potential providers become less likely to enter into the market altogether. Milton
Friedman and George Stigler, for example, found that rent caps incentivize
landlords to sell rental properties to owner occupants.> This change in supply
drives up overall costs over time, undermining the initial purpose of rent
control.6? Decreases in supply are found in almost every study that has looked to
answer this question and can be easily understood by a basic supply and demand
graph.89

Rent controls also decrease the quality of rental units as owners respond to price
controls by cutting costs.10 Daily maintenance tasks are decreased or cut
altogether, and repairs to damaged parts of a property are delayed or forgone.
This process ends up increasing the likelihood that quality apartments become
worse over time and become untenable in years ahead. Swedish economist
Assar Lindbeck once quipped, “In many cases, rent control appears to be the
most efficient technique presently known to destroy a city - except for
bombing.”11 The point he is making is clear, even if the quote is hyperbolic.

Furthermore, once a tenant secures a rent-controlled apartment they become
less likely to move.12 For instance, an older couple who might downsize after
they don’t have children living with them are more likely to stay or sublet their
apartment when they would otherwise move to a smaller unit. This leaves
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younger families with fewer options.13 Under price controls people will increase
the amount of housing space they occupy negatively effecting potential low-
income residents.14

Simply increasing the likelihood of rent controls can have a negative effect.1> If
existing rental property owners in Connecticut think there will be a cap on rents
in the future based on this bill, they are being incentivized to raise prices right
now. Existing and potential investors are right now becoming less likely to build
new or expand existing rental properties.

Furthermore, after a cap is installed, property owners will seek to increase their
prices up to the cap every year, knowing that their ability to increase rents to
offset increases in costs will be limited. The new cap, in effect, will become the
new floor for rent increases.

To quote Thomas Sowell again from his book Basic Economics, “In short, a policy
intended to make housing affordable for the poor has had the net effect of
shifting resources toward housing affordable only by the affluent or the rich,
since luxury housing is often exempt from rent control.”16

Rent control does not address the key cause of why a lack of housing affordability
may exist, which is artificial barriers to housing supply.1” Instead of considering
further burdens on the very people that provide the financing and maintenance
of housing for millions of people, the General Assembly should work to lower tax
burdens and streamline state and local rules and regulations that already limit
the existence of affordable housing in Connecticut.

Respectfully submitted,

Bryce N.Y. Chinault
Director of External Affairs, Yankee Institute
bryce@yankeeinstitute.org
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