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FOREWORD

¥ parilamentacy mancuvering had prevented renewal al

O PA powers in July 1o46, woulid povesnment price con-

trols have ended ? O would they have heen revived hy
stactes aned Ioczl povernments and by new Federal stamiles?

In the coseof rent control, ar least, the anseer 15 clear, Lur-
1r'.._i the lepse of Pederal controls in July, ane seite and local-
ity after anpther set up ar plannel to g2l up s owne agencies
lar maintaining ceillngs an rents.

Why?

Baciuse so many citizens and povernment afficials consider
these contrnls o be necessary ardesitable, for one resson or
another. Bver among those who oppose continuance af other
tonns of price and wage contral, a large number maks an ex-
ceprtinn in Tavor of rent control, 1t at ]-:*::'-.t they say, should
be retained,

Yet venc contrnl, aloong with laws [rrotes Ling Lenails against
cvlction, invalve pfltnl cxpropriation of praperty rights. It
limies the owner's right to use and ta profr from the ase ol
his property. Te also restrices the opportunite ol everyone
clse who would Like o bid lar the use of the properoes thus
controlled by povernment,

Uhis particular method of expropriating property righes
anil restric 1|||g agqrartunity inopeice time 15 semething new
i the Thateed States. How ]|:J|._"; will i1 conlinee and how Tar
will 165 corrosive influence spread tn American attitudes
towan?d individual enterprise and private property in general 2

SATHMary necessine®™ was wsed during the war as a reason
tar ””r"JLI'lH-":H MU raus '\:.'-r.'lﬂ'.ll.-llil.ﬁ]r.:'l-jﬂ and rescrictions inco
the Aumerican cconomy, Mozt supparters of reat contzel 56l



justify it continuznee merely as a fempozary emergeniy”
measure, The war supposcdly restricied cesidentind building,
while population continued o increase, with @ canscepucne
remporacy “housing shorfage™

But what are the lacts of the matter? Did che [Il:;]:m':iﬁﬁ._]ll
population or number of families acinally outstsip residential
building ?

And is government rent contral seeving the avowed por
poscs of ity supporierse bs it helping velorans, fofmer war
worlkers, nuewlviveds, and lower income families o find hous-
ing at “reasenahle” cost?

What i5 2 "reazonabic” renti What are rents paid [or—
merely to give the land “lant"” an incomed Or does the rental
murket serve some ather purpose which has been caken for
granted so lang that it has been forgotien?

[*rofessors Frivdman and Stigler have spenc years in study
amil training so that they might be able herter tooleal with
just such questions. Their answers may surprise you.

LEONAKDE, REAIL
Drgrigiras

Roafr ar Qeilines? The Currend Howsing Profles
hy

hliLres FriEpyias and GEORGE [, STIGLEY

KF 8an Francizen carthgquake of April 8, 1ood was
tollowed by great fires which 1in 3 days wetesly
destroyed 3200 acres of buildings i the heart al
the city.
Maj. Gen, Greely, cammander ¢f the Federal ceoops in the
arei, deseribed the sination in these terms:

A uf g feded o mode o fngartire s darr staoading, The arect abar-
ez Baseier Bad eendeked O W aen bandred eed ttealy-foe Desscad
Preple were . Reainten”

Fro acddition, the ecarthguake damaged or destroved maoy
ather homes.

Thus o city of about 2oeo00 lost more than half of its hous-
ine facilities it three daw,

Various lactors miligated the acwe shortage of honsing.
blany people temporarily left che city ooe cstumace i as
high as 7r.oo0, Lemporary camps and shelters were estab-
Dishedl sned af their penk, in the summer of gof, carad for
ahot zooon peaple. New construction proceeded vapidly.

Howeever, after the dizascer, 16 was pecessacy for many
menths for perbiaps oue-fifth of the cie's former population
e be absarhed into the remaming half ol the honsing Tacili-
tres. Lo etherwords, cach remaining house on che average had
ta shelter o percent more people,

Yerwhen oine tirns e the Szn Fraocisco Cheenicle ol May
2s, 1noif—the firse available ssue after che carchquake—freese
it asingle wieniion of & fonsing thoertege! The classilivd
gdverciscments listed g otfers {some formore than one deecll
g h oaf Hlass arl liouses o crent, amd g of houses for sale,
apainst ¢ advertisements of Aas or honses wanted. Then and

7



8 ROOFS OR CEILIMGS ¢

thereafter a conziderable number of all types of accommeada-
tion except hotel rooms were uliered for venl

The Housing Preblem in 1944

Forty vesrs later anather housing shorcage descended on
San Francisco. This cime the shortige was nation-wide. The
sitwation in San Francisce was not the warst io the nation, bat
because nf the migration westwarnd il was worse than averige.
In 140, the population ol f35,000 had no shortage of hous
ing, in the sense that enly o3 pereent of the dwelling waies
were peeupied. By 1046 the population had inercazed by at
mast 4 third abont zeooon Meawwhile the oumber ol
dwelling units had increszed by at Least a fifth,

‘Lherefore, the ciy wes being asked to shelter 10 percent
mote peaple in cach dwelling unil than before the war, Que
mirht say that the shortage in 19460 Was one-guarler 43 aculs
as th 1gab, when exch remaining dwelling unic had to shelter
40 percent more people than befere the earchquake.

To b, however, the housing shortage Gl nol pass un-
nnticed by the Chiroicle or by ochers, Cn January 8 the Cali-
fornia stite legisiatare was convened and the Governar listed
the housing shortage as “the most cricical problem facing
Calileria” During the firse five davs ol the year there were
altogrether anly 4 advertisernents offering hovses or apart
ments [or rent, as compaced with 62 in ane day in May 106,
arsl o advertisenents offering to eschange quarters in San
Francisce (o0 quarters clasewhers, Bat in iggf there were
2o advertisements per alay by persons wanting o rent houses
ar apartments, against only 3o 1god alter the grear disaster,
Dhuring this sarme period in rgaf, thers were shaet fHo adver-
tisemnents per day of houses for sale, a8 against 10 in 1o,

Tn both 1o and 1o40, Sun Francisce wag faced with the
problem that aow confronts the entise natien : how can g rela-
sively xed amount of housing be divided [ that ig, rationed]
amaig people wha wish much more until new Conatruction
can fill the zap? In 1gof the rationing was donc by hipher
rents. To 1aq6, the use of higher rents to Tation housing has
been made illegal by the impagition «f rea ceilings, amid the
rationing s by chance and favaritism, A third possibilicy
wiontlel be for OPA o undertuke the ratienimg,

Wit are the compararive merits of these three methods?

THE CTTRRENT HOUSING PROBLERM a
i The toot Method : Price Rattoniny

WWar expericnce has led many people ta think of ratiening as
equivalent to QLA forms, coupons, and arders.

Bt this 15 a superhcia] view; evervthing that 15 not as
sbundant as air ar sunlighl must, in a seose, be rationed.
That i, whenever pepple want more of something than can
e bl for the aslong, whether bread, thester tickes, blan-
lketz, ar haircues, there must be sare way ol decermining how
it shall be distribuced amenyg those who want 1t

Our normal pesce-time hazis of rationing has been the
method of the suction sale, T demand for anything increascs,
competition ameng buvers tends to raise s price. This rize in
prive canses buyvers to use the arcicle more sparcingly, care-
fully, and cconomically, and therehy reduccs consumption
ta the supply. At the same Line, the risc 1o price encoutages
producers to espand cutpue. Similarly, if the demand for
any article dlecreases, the price tends to fall, expanding con-
siumplion to che supply amd discouraging output.

In 06 San Francizen used chis free marker method o deal
with 112 housing problems, with a consequent rise of rents,
Yer, although rents were higher than befare the carthguake,
it is cruel o present-ilay houzse seckers to quote o ignd post
disaster advertisement: "Six-room house and bath, with 2
aifitional rooms in basement having Are places, nively fur-
pishied s fine piano; ... $45."

The wdwvantames of rationing by Wghes rents ace clear from
UL .'I]r'lf.l:l: 5

v Ina free marker, there is alwavs some heosing im-
mediately availoble for rene—at all rent levels.

2 The bidding up of rents (orces zame people o
coonomizy on spece. Uil Weve e sufficiant new
conrtrnciinn, thes donllfing u@ & the andy solution,

1 The high rents act ag o fleang simulus to now con-
struction,

4 Mo enmplex, cxpensive, and expansive machinery
s mecessary, Uhe ratiooing iz conducied gquietly
and Impersanally through the price sysiem.

The full signilicance of these advantages will be clearcr when
we have considered the alleroatives.
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Objections fo Price Rationing

Apaingl these meritg, which belors the war were scarcely
rquestioned in the Tnited Btates, three olisening objections
are nowr rased. The Arst I.'.Ih_|l_l..|.ll.'.IJ'| iz nsweally stated i this
form: “The rich will pet all the housiag, end the pror nooe™

This objection is false: A0 all Gmer during the avale short-
e b Wil fres penve Flais and fonses were avatladle. What
i7 true is ther, unider free matket conditions, the Detter quar-
ters will gooto thase who pay more, either because they have
larper lncomes o mare wealth, ar because they preler hetter
housing to, say, hetter auceomwohbiles,

Bur this fact has no more relation to the housing problem
of today than r that of g0, In fact, if ineguality “of income
and wealth among fndivicdluals J1|;t||ﬁrt rent contrals e, it
provided an even stronger reazon Tor such cnncinlz o 1940,
The danger, if any, that che rich would get all the housing
was gven greater then than now,

Llach person or Tamdly is nose using af least as much hous-
g space, on the average, as hetoe the war (zee below 18],
Furthermoere, the rotal income of the nation Is nesw dis
tribueled more equally AT the nation's families than
before the war, Therelare, & rents soere freed frowe legal
conttrod and fefl o reel their g Tevels, as much honstng ar
qoumt eoen pied fefore e e aeould |'l.'-'£“' disirebuted muore
pqeally fhan it aoar then.

The fact thar, under free marketl conditions, heller quar-
Lters go o thase who have larper locames or mare wealch s,
1 aovthing, simply & reason for eking long-term measures
to reduce the pegquality of income zncd wealth, For those,
like us, whe would like cven more equality than there is at
prezent, notsilene for housing but for all produces, 1695 surcly
better o attack divectly exizting inequalities in income sl
wealth at their souvee chan to ration cach of the hundreds
nf commodities and services that compose our standarcd of
living, Tois the height of Tolly to pernin imividuals b e
ceive unequal money incames and then oo tale elabarate and
cewtly messures fo prevent thoem from using their incomes.™
*Tiditnis Mete: The anthars fail 1o state whethes the “lesngi-tierne neemanr” caclich S
vt kgt g Bl climimettan ob gpevial privilage such 25 monepaly res o
rrce=dd By poveroimeoe, 1|'._u:|'.' CasE Ilm'.'_e.-::r. she sigmifienne: of thehr a-moanent a1 {his

|_I-|i:'|| Yrmere s apeeial neeles, Tr mezans thar, evon Domen thee wen wipeic ] of these who par
eipnlify abuve justice augd lileree, rent coetzaly ars the heigkt of Selle®

THF CURREXT HOTTRIMG PROBTEM 11

The seeond objection often relsed o romoving rent con-
trals is that landlords would benckt, Rents would certaniy
rise, pxiept in the so-called black market; snd soowould the
wgarnes of Tandlords, Bt s this an ebjection? Some proups
will pain wnder any system of raconing, and ic is cortainky
true that urhan residential landlovds have beneficed Less than
almast any other large group from the war expansion,

The ultimate solotion of the heusing shartage st cnme
thranegh nes constrslioen, duch of this new construction will
be Tor owner-occupancy. Bac many persons prefer to or must
live in rental propertics. locrease or improvement of houys-
ing for such persons depends o larze part on The constroe-
tion of new properiies worend, T0is anoodd way o cncourape
new rental eonstraction {that 5 becoming 2 londlord] by
sradeing cotorprising bullders an atcractive refurn!

1T third current objection tooa free marker in hiowsig
1@ that a rise in rens means anondlation, oe leads to one.

Liut price inflation is a rise of many individual prices, and
it 15 much simpler o artack the hireat ot s sorrce, which
iz the inczeased Tamily oceme amd hooid sesources that 0-
nance the increased spending on almost everything, [leavy
h*{.[tmn, governmentsl cconomies, amd contral al the slock
of anoney ate the Tundamental weapons e Gzht inflation.
Tinkering with millions of individaal prices—the rent of
house A m San Francises, the price of steak B in Chicagn,
the price of auit O in Wew York mcean: dealing clomsily
and incffectively with che symptoms and results of miation
iestead of 1ts real causes.

Yo, iewill be said, we are et iveling Rscal and menctacy
contrals, and are not iil-.'.-:,]}' to do s, w0 the removal of rent
ceilings aolf, 0 Lich, Incite wage increazes 2nd then price
LT CARes -.hn: familiar infacien spiral. We de nac dizpute
that this position 15 tenable, Loris it convincing 7 Do answer,
we mst, on the one hand, apprasse the eosls of continael
renl coiteed, and, on the ather hand, the probable additianal
conteibution to inlladion frony o reemoval of Tent contrals, We
shall if3scwss the ensis of the present svstom nexe, and 1o che
concluzsion briedy appraise the intlationsty threat of higher
Tents,
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The Present Raticning of Houses for Sale

The ahsence of a ceiling an the selling price of housing
means that at present homes aceepaed by their owners are be-
ing rationcd by the tgob methad o the highest bidder. T |IL
selling prices of howses is rizing as the l.xra,-:, and invreasing
demand encaygntess the lE‘l.-.'I.TJ.".-""‘J.‘r fixed supyly. Conserjuent: "..
muny o landlord is deciding thar it is better 1o sell at the in-
stend marker price than te rent al a lixed ceiling price.

The ceiling on rents, therefore, means that an increasing
fraction of all housing is being pul on the market for owner-
preupancy, and that rentals are beeoming almost impossible
to find, at Teast al che legal rents. Lo u;ur..{:- wehen bath rents
arud selling prices were free o risg, the San Francizeo Chron-
icle [isted about 3 “houses for sale” Loy every 1o Phouses or
apartments for ant.“ Tooigql, ander rent conerols, about 730
“houwges for sale’ were Usted for every o "houses o apare-
ments [ar rent.”™

The e marlet in howses Tor sale therelare permits a man
whio has cnough copital te make the dewn payment an : honse
o solve his problem by purchase. Often this means thatl he
sl gn heavily in debe and thet be puos o the down pay-
ment what he woulil have preiceead to spend o ather ways,

Mevertheless, the man who has moency will limd plenly o
honses —ansd attracelve ones at that—tn purchase. The prices
will be high—Ubuc thar is the precise reasen houses are avail-
ahle, Lle 35 likely to end ap with less desicable hounsing, Tar-
mighings, and othes things than he would like, or than his
memoric: of prewar prives had led him o hope he might
pet, but at least be will have a roof aver his farmily,

The methads of rent conerol vsed i ogef, therelore, do not
avaicl ane of the chief crificismslivected apaiost rationing by
higher rents—that the rich have an ’rd‘r’u'r.x,a:-., In satisfying
their housing needs. Indeced, the 1040 me thinis rma ke this con
dition worse, By encouraging exisling renlers oo use spaoe
frecly and compelling many to bu:u-.'mw and buy who wiulis
prifer o rent, prescoc methods mieke the price wise in houses
for-zale larzer than it would be il there were oo rent contrals,

Oine way o avold miving persons with capitel first claim to
an increasing share of housing would be to impose @ ceiling
nn Lhe selling price of houses. Thiswouldd reduce el frther

pr—
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the aree of price rationing szl Lrlrrr'-.]mmhn Iy extend pres
et renl-contral rmethods of vationing rental property. "Lhis
might be awise mave o the presentmethod of rationing rented
dwellings were satisfactory.

Lsut what is che situation of the man who wishes to rent?

i The 1946 Method: Ranoning by
Cliawee and Favoraism

T'he prospective renter i in a positien very difcrent from
that of the man who is vrlllnﬂ to buv. 1f he can find accom-
modations, he mey pay a rm:-r.mmlb‘.-,, thit is, pre-war rent.
Bt unless be s willing e pay aoconshivrzble sum oo the snde
— e “lurnituire’ oo some olther devious mannee—he s not
lilely to find anything to renc

e legal ceilings on eenis are fhe vearan fheve gre Jo fea
Flaces Far vend, IWational money tncome hes doabled, so chat
rvast dnividuals and familics ave reeeiving far hipher moncy
incames than before the war, Vhey can 1J'Iu-d to Ay sul-
stintizlly highar rents than befoqe the war, ver lemally they
neec pay no e they are therefore toying o get more and
bettor housing.

But nar 511 the millions of persons and Tamilies who have
thus heen trying o spread sursince 1940 can sueceed, since
the supply of hrmmuj_i has increased cnlv about as fast as pop-
ulatien, These who da suceeed Torce others fo o owithoot
howsing., The altempl by the less Tartunate and the newenm
crs (o the housing marker—remrning service men, newly-
'1."|-|._.I'_|-~-:I ﬂ[I_-J '|_'!IIZ THATIS ILI"I ﬁllg'lr _L' Tos I'.'-'Il,,l G—in ek LT JII'I I-_||||;-_T
sprces than 1 available and meve than they useld belore the
war, leads o the familiar spectacle of a horde of applicants
for cach vacancy,

Aslvertisements o the San Francizeo Chrondcle apain doe-
wnznt the effcet of rent ceilings. In tgof, afrer the casch
I.]_'-'l""l[{_‘:. when rents were Cree oo tise, there was 1 Pooanted 6o
cent' Tor every 1o Yhouses o aparonents Tar vent™; i 1048,

there were 375 “wanted for reot” for every 1o "for rent”
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A Veteran Looks for a House

The New Yook Times for Jaonuary zh, 1948 reports the
expericnee of Charles Schwartzman, a brisk VOLILE T a0
his carly thirties,” recently released from the army, Mo
Schwartzman hunted strenueusly Tor thres monthz, “riding
areana i his car locking for a place 1o live . ., He had cov-
ered the cite aned 0y environs Trom Jamalca, Queens, to
Lavvchimont anc bad registered with victually every real estate
apency. He had advertised in the newspapers and e had
answered advertisements, [le hadd wisited the NWew York City
Voterans Ceoter at 200 Park Avenue and the American ¥et-
erzns Commitliee hcumiug sub-committee; he bad spoken to
riends, he had pleaded with relatives; he hadd written 1o
CGovernor Dewey, The nesultsre

BAn aller of o sulstandard cold-watar Nat An ofter of four
rocans ab Ceatial Parle West and 1o1sc Screct &t a rental of
$zo0 amonth provided he was prepared to piy $3.000 o 1he
furniture in the apartmens An ofier of voe room o an ald
brewnstone house, repainted but not renovated, at Eighty-
eiphth Streecofl Central Park West by & voung waman (wha
was going to Havanal at a reneal of 380 4 r'uculifl, provided
he buy the furnimre for 31,300 and reunburse her for the
Lo she had o pay an apent to obtain the ‘apactment,’

iAnd a sublet offer of bwo commeaclions rosms v a Wese
Side hotel at e rental of $75 amonth only o find that the hotel
owner bl taken the suite off the mr.111'r]|1} rental list aod
placed it on the crapsicat st with daily (and higher) rates
for cach of the rooms,™

Who Gets the Housing?

ental property ts now ratuoned by various forms of chanee
and Tavoridsm. Fivse priority goes to the family that rented
before the housing shertaze and s willing to remain in the
sane ilwelling,

Second priority soes o bwe clisses armong recent srrivals:
firsr, persans willing ancd able Lo evade or avoid rent crilings,
either by some ]n:qal device or by paying a cash supplement
to the OFA ceiling rent; seaomd, ::'u“ll.s ar relatives of land-
lomils ac sther persans in charge of renting dwellings.

Prospective lenaels nol i these Tavored classes seramble
forany remaining places, Suceess roes to those sl are Tucky,

THE CTTREENT SI0LSIMG PROBLERM I3

have the smallest Tammiliss, can spend the most time 1o hunt-
g, are masl thgemons in devising schemes ta limd out about
possible vacancics, and are the maost desirable tenants

Last priority is Lilzelv 1o po (o the aan who most wark 1
support his family and whose wife must care for zmall chil-
dren. He and his wafe can spend Little time looking for the
necdle mthe havstack, And if he should find & pl.'u,L, 1t mav
well be refused him becuuse o0 family wath small children is
a less desizable denandt then 2 chililless Tamily,

Social Costs of Present Methods

Pracrically everyone who docs oot suceced In buving a
hause or renting o house or apartment is housed semeloe. A
Few are howsed 1 emersmency dwellines—triler camps, pre-
fahricated emergency housing unies, cecooveried army
camps. MMost arc housed by deubling-up with relatives or
fricnds, a solution chat has serions secial disadvantapes.

The lacation of relatives or friends willing and sble o pro-
vide howsing may hear livde or ne relitian to the desired -
cation. In ovder e live with his [amily, the huzhand musl
sacTifice mability end talte whatever position iz availablc
the Tocaliey, I7 no position or enly g very inferior position 13
gvailable in that Incalivy, e may have 10 be separated Toom
s family for an 'II:!'.IPli.-IjJEtu.bJC period to ke advaatage ol
job oppartunities elsewhere, Yer there is @ great socinl need
o mability, especially at present. The best dastribution of
population atter the war cercainly differs fram the wartme
distribution, snd rapid reconversion tegquires that men be
willing anel able e change their Tocation,

The spectre of current mcthods of doubling up reslricis
the movement net anly of those wha double up but alse of
thise wha do nol. The miin whio 13 fortunate enough 1o hive #
house er apartment will think twice before moviong to snother
clev where he will be one af the disfavored recene acrrivals,
Chire ol the most ensily prediclable costs of meovinge is Hkely
tr be an extended scparacen from his family while ke hunts
for housing grd they stay whene they were ar mave in on
relatives.

The rent ceilings also have Importent effects in reducing
the efficiency with which heusing s now heing uzed by those
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whao da not deubles v, The mcentives to cconamise space arc
much weaker than belore the war, because rents arc now
lower relatively fo average moncy incomes, T icdid notseem
desirzble womave Lo smaller quarters belove the war, or to
Like ina roomer, there is no added reason to dao so now, exeept
peLrintic and humanitarian impulses o pessibly the fear of
relacives descending oo the extra space.

Endewd, the scarcity resulting from rent ceiling: imposes
new imprefiments o eMicient usc of hovsing: s lenant will not
often abandon his overly-large apartment to begin the dreary
geatrch (or more appropriate gquarters. And every time o va-
cancy docs accur the landiord i3 likely m give preference in
renting to smeller families or to single persms,

The rermawal af rent ceilings would bring abour douhling-
up in zn entively diffevent menoer, In a free rental market
thase perzons would vield up space who considered the saen-
fice af space repaid Ly the rear received. Doubling-ugp would
b iy these who b space wspare and wanted extra income,
nit, 0z no, by these who act from a sense of family duty ar
abligacion, regardless of spaoe svailable or other circum-
stances, Thoese who renterd space fram athers would be en-
paging in a strictly business tranzaction, and would nat feel
that they were intruding, accumulating personal abligations,
or impozing unfair or unwelvome burdens on benefactars
They would be Letter able t nd reatals in places related to
their job eppoctunities. Workers would regain their mabil-
ity, and owners of rental propertics, theit incentive to talke in
ITETE [PETFONE.

. The Method of Public Rationing

The defects in pur present method of rationing by Tand-
lerds are obvious and weiphty, Thew arc to be expected unde
private, persenal rationing, which is, of course, why OPA
asswmed the sk of rationieg meats, fats, canned goods, anl
sugar during the war instead of letting grocers ration thom,
Bheald OTFA undertale the task of rationing houzing facili-
tics? Those wha adwocate the ralioning of housing facilities
by 2 public agency aroue that chis would eliminete the dis-
critnination against new arrivals, apainst tamilics with chil-
dren, and in Tavor of [amilics with well-placed friends.

To be fair between owners and renters, however, OPA
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would have t be able to ell meners that they had excessive
space and must either vield up a parcien vr shilt w smaller
guatrters, One's ear need not be close to the ground o koow
that it 15 utterly impracticable from a paliceal vicwpoint 1o
anler an American family awning is home cither to take in a
sirange familv {for free choice would defear the purpose of
rationing) or to meve oul,

Boven if this hasic difficuicy were surmountable, how could
the srnawnt af space that a particular (amily descrves be de-
termined? Ar what age do chililren of different sex reguice
separate rooms? o iavalids need ground idosr dwellings,
and who iz an invalid? Do persons who work in cthelr own
homes { physicians, writers, musiciang) requirc mare spacer
What cocupations should be favared by handy locatians, and
what families by leroe vacdse Must @ mother-in-law live
with the family, ot is she entitled to o separate dwelling?

[Haw long would it take an OPA board to answer these
questions and to decide what tenants or owners st Umove
ave s o make raoam for those wha, v the hoacd’s opintun,
should have it?

The duration of the housing shortage would alse he af-
fecred. Ln all Tairness to both tenants ancd existing landlords,
new consleection would slse be reuoned apd subject to rent
canteed. 1T rents on new dwellings were set consslevably
higher than on comparable existing dwellings, in order o
stimulats new canstruction, vae ai the main objedtives of renl
contril and raticninz—egual Lecatment of all—would be sac-
rifived. On the other hand, if rents on new dwellings were
lept the swme as rents on existing dwellings, private oo
struction ol reacal praperties would be small or non-existent

We mav conclude that rationing by o public agency is un-
likely to be sucepted on a thorough-geing basis. Even il ap
plied only to reated dwellings, it would raise stupendous ad-
ministracye and ethical problems.

Sources and Probable Duration of the Present Shortage

The present housing shortage appeass o acute, 1o the light
of the moderate increase in population and the actual in-
crease in howsing Macilities since 194, thal most people are
at a [oss Tor o general explanation. Rather they refer 1o the
rapid growth of ome citics—et sl cities have scrions short-
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ares. O choey refer o many marnages and the rise of the hirth
rates—Lat these numbers are rarely measnred, or compared
with housing lacilities,

Actuallv, the supply of housing has ahoutr kept pace with
Lhe grawth al civilian nan-farm population, as the following
eatimates based on povernmcne data show:

Mos-Tarm
[dake Uleenpred I
AT B i1 Lrsins e
Pweelling I-’Ef:l]-ﬁi:-u Gucurmi
Uitz L idwyelling Limet
Jawe 300, g 22.) il 1i12 millian 3.0
Jane 3, tysa b mililizn rorr millian 3.3
L of
[ lal=nticnn Aare flan Alant [Less than
i Rpring, To40? 1.3 millinn 211 aillun 3.0

Certain aress will e more crowded inoa physical sense than
e, aml athers Less crowededd, bt the hroad Tact stands oot
that the number of peaple to be housed and the number of
families have mereesed by abour 1o per cent, and the num-
ber af dweelling units has alse Tnoreasoal by about oo percent.

T faces explain why the houzing shartage secing s0 much
more desperate now than in 14, cven though the amount of
housing per person ar family 13 about the same.

The vt fact 35 that sggrregates maney ingome af the Amer-
wean puhlic has dounlcd sunce 1940, so that the average lamily
conld afferd larger and better Iiving quarcers cven i rents
hiaed risen sulstantially.

The second fact is chat rents have risen very licde. They
rove by Toss rh.:rl_|.]1-:,lu'nt from Jl1J1L 140t Seprember 1042,
while all ather e in the cost of Diving rase Iy 33 peruent.

T'hus, both the price structure and the Increase i ncome
encol e the average family to seoure better ]1'1.'i11§_5 quirtors
tian helore the war, The very suceess of O G regulating
renls has theeefore contvilmted grearly fo the domand for

howsing and fence 1o M shorlages for haustng 15 cheap rela-
tivre to affler thingr.

THE CURRENT LIOUSING 'ROGLER [ E)
Future Housing Prablems

Rent ceilings do nothing to alleviale this shortage. Indeed,
they are far more likely to perpetuate iL: the implications ol
the reac ceilings for new construction are ominons. Hent ia
the eoly important item in the enst of living that has not vizen
preaciy, Unless there iz a violeot deflation, which we onc
weanle and no administration can permit, rents grve put of Lne
with all nther impartane prices and gosts, including bullding
costs. INew construction must therelore be dizappeintingly
small in volume wndfess (1) an industeizl revolution redoces
grvatly e cose of building housing, or {2] the guvernment
snlsidizes the conslructinn Industry,

The industrial revolution in methods nf building i ce-
routly wizhed for. But if it comes, it wall come much faster
if pengs pre higher, 1000 does ont enme, the existing constr-
tian methiodz will, (e the mose pare, deliver houses onls Lo
thaze whao can afford and wish to own theic own hames. Beac-
als will become harder amd harcder to And.

T'he wse of @ building subsidy, in the midst of aur high
memey incames and urgent demand for housing, would be an
uanceessaly paradox Now, 1f ever, people can u.ﬂl_'ll'll T iy
for their housing.

Lf the subsiily were successful in stimulating hailding, afeer
some vears rent ceilings could be removed without a rise of
rents. Bue building cost would still be high—higher than if
there had been on subsidy 5y housing construction wonld
-.Iunm it Lo [evels and remisin there fora lenp period, Grad-
uall} the supply of housione would fall sofficientdy and the
pepularion rise *-:.nhcmnllv o Talse TN L PCmuacrative
levils, A subsidy thus promises & depressiaon of unprecedented
severiny in resicential construction, and it wouhd be ircespon
sihle optimism o hope for @ prosperous economy when this
crpmt inclustry was sick.

Laless, then, we are lucky {a revolutionary redoctinn i
the cost af building apartments and heases}, or unlucky (s
vialent deflation), or especizlly wnwise (the use of substiites],
the Hhousing shortage’™ will remain as long as renls ave held
devns by lemal coatrols. ds fong g5 the shorfage created by
rond r,_;n.!'..r,;;.'_ vemging, frere awill be a clomer for continwed
vent canirals, This is perhaps the strongest indictment of ceil
ings om rents, They, and the accompanying shortuge of dwell
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g Lo rend, perpetuate themselves, and the progeny sre even
less attractive than the parents
Ao meomplete and Largely subeonacions cealization ol this

uncomiortable dilemma I:lp]"lm‘i the frequent proposal chac

no rent ceilings or that more generous cetlings be impesed on
new construction, ‘This propasal invelves a partial abandon-
ment of rent ceilings, The retention ol the rest can then be
delemled ool o e mroends that the present method of ri-
tlaning existing hr“-uun"r by chance and faveritsm s moe
'L"I.'.l'l.[ltu.t]ll:.- than rationing l:nr higher rents, buc chac racioning
the funire supply of hua.m;,, v higher rents 1= ]nl'_'ll':.-':ql.-\..tnl.tl.l
than rationing by present methonds,

TIE CURRENT ITOUSING PROBLEA zI

Concluston

Rent ceilings, theeefore, cause ]1.-11*.-]1.1:{;:1'1*] anit arhitrary allo.
cation of space, inclficient use of space, retardacion of new
construction and indefinite continuanee of rent ecilings, or
subsidization of now construction and a future depression in
residential building, Formal rationing by public suthority
wold probably mske matters 611 worse,

Unless remeval ol rent ceilings waul:d be & powerlul new
stunulas to inflation, therelare, there is no important defensc
for them. Actually, higher rents would hove little direct ef-
lect on inflatonary pressure on other goods and services, The
extra income received by Landlords would be oliset by the
decrease in the funds available 1o tenants for the purchase of
other goods and services,

The additiona] inflationary pressure from higher rents
woule arvise imlirectly; the higher rents would raise the cnst
of living and therchy provide an exeuse lor wage riscs. In an
era of direct governmcneal intervention in wage-fixing, the
existence of this excuse might Tead to some wage rises thet
waould noc atherwize coour ami therelore o some Taither
price riscs.

ey ampartant wwild this indiccct offect be?

Tomediately on the rermwval of ceilings, rents charged new
tenants and some cxisting tenands withouwl Teases would rise
subistantially. Maost existing tenants would experience mad-
erate rises, or, i protected b leases, none ac all, Since dvwell-
lngs enter "the rental market anly slowly, averare cents an all
dwellings would rise far less than rents charged new ceoants
and the cost of Dving waould rise cven less.

Az more dwellings entered the rental market, the fntial
rise in rents charged new tenants would, o the absence of
weneral inflation, be moderatod, althoueh aversge rents on
all dwellings would conlinue Lo rize.

After a year or so, average rents mizhe be up by as much
as 30 percent. But oven this would imean 2 rise of aoly about
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¢ percent in the cost of living, since rents account for Tess than
ane-fifth of the total cost ol living A rise of this magnitude

—less then ane-hall of ane percent per manth in the otal
cost of Dving—is hardly likely to start a general inflation.

The problem of preventing geners] ioflation should be
attacked directly; it canoot be solved by special contrels
special areas which may for a time hotle up the basic infli-
tionary pressures but do not remove them. We do not beleve,
therefure, that rent ceilings are a suflicient defense againsc
inflatien to merit even a [raction of the great cacial costs they
entail.

INa selution of the howsing problem can henefit everyone,
somic must be hart, The essence of the problem 1s thet sone
persoms must be compelled or induced o use less bousing than
they are willing to pay for at present legsl rents. Lxisting
methnds ol rationing housing are forcing a small minority—
primarily released veterans and migracng war woarkers,
alongz with their lumilies, fricnds and relatives-—o bear the
cliel sacrifice.

Rationing by higher rents wouald 2w thiz group by -
ducing many athers 1o use less housing and weuld, thereioze,
have the meric of spreading the burden more evenly among
the populzrion az a whole, Ltwould husmare persons imme-
diately, bl eack fers severely, than the existing methodz. This
iz, ot one and the same lime, the justification Tor using high
renes to ratioe housing and che chief political ehscacle to the
rernaval al rent cellings.

A final note to the reader  we should like to emphazize
as strangly oswe can thatous objectives are the Sand 18 vourTs:
fhre wiosl equitefle poseilble distribution af the avarlanle s p-
sy af fewring and the speediest parsible venemption of new
consirpction, The tise in rentz thatwould follow the romoval
af rent contral is not a virae in itself, We have no desire m
pav higher rents, oo sce others forced w0 pay thom, ar o sce
landlards reap wind fall profis Yet we urge the removal of
rent eeilings becszuse, in our vicw, any other anlution of the
howsing problem iovolves still worse evils,
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