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Executive summary

Rent control can be broadly defined 
as governmental regulations that limit 
landlords’ ability to freely set and increase 
rents on residential properties. These 
controls often coincide with a host of other 
regulations concerning the landlords’ 
responsibilities and the tenants’ rights in 
a rental arrangement. While this paper 
does not aim to be all-inclusive, it intends 
to do an analysis of the same rent control 
problem using different approaches to see 
if we can arrive at the same conclusion. 
This paper will address both rent ceilings 
and second-generation rent control unless 
otherwise specified.

Recent discussions over rent control have 
emerged again. Because of research done 
by Professor Hugh Grant at the University 
of Winnipeg and by the School of Public 
Policy (SPP) at the University of Calgary, 
and because of Saskatchewan NDP desires, 
there is a growing need to study rent 
control.

Analyzed financially, without considerations 
for insurance, legal, and maintenance 
fees, the leasing of a three-bedroom 
apartment in 2011 will almost break even 
for the average landlord, and leasing of a 
secondary suite in a bungalow will make 
him lose about $650 per month at the 
same time. With rent control in place, rent 
increase is limited, while sale for capital 
gains could reduce the housing supply.  

Analyzed theoretically, since rent control 
artificially suppresses the value of all real 
estate, owners are less able to borrow 
against the asset to conduct needed 
capital improvements. Decisions are 
often delayed to make renovations or 
improvements. Costs regarding information 
search, housing damage due to lack of 
maintenance, legal fees, and government 

Abstract: Beside missing the mark 
in achieving its intended results, such as 
better income distribution, better vacancy 
rates and lower rents, rent control can 
discourage housing maintenance and new 
investment, deter labour mobility, harm 
short-term tenants and lead to rent-
seeking. If there is no rent control, all 
unnecessary costs will be eliminated.  
The rent dissipation will persevere as  
long as rent control is in place. 

This can be reduced, however, by contract 
arrangements such as co-operative housing  
or rent-to-purchase options. Cash allowan-
ces and housing vouchers for middle- and 
low-income people that allow them to rent 
at market prices will address the income-
distribution issue and the social instability 
issue. This can avoid excessive cost, allow 
more recipient choice and improve living 
conditions. Saskatchewan is a free market 
dominated by home owners, so rent control 
is neither necessary nor beneficial, which 
is proven by its history and the lessons 
learned elsewhere.
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program management will be incurred 
under rent control, and there will also be 
the hoarding effect and the empty nest 
effect. As profits are lower for suppliers, 
both corporate and sales taxes revenue will 
become lower for government. As the price 
signal is distorted, double-tier or multiple-
tier pricing may appear, and a black market 
may emerge. When government controls 
the rent of housing, it interferes with 
the right to revenue, and also changes 
a private good into a semi-public good, 
making the housing market reflect some 
features of the public sector. 

Analyzed empirically, economists have 
demonstrated that rent control leads 
to housing deterioration, fewer repairs 
and less general maintenance. Public 
housing projects are questioned due to 
its bad income distribution effect, poor 
social management, and waste of public 
resources. OECD data demonstrate that 
the European countries with the highest 
numbers of price-rent ratios are those with 
rent control. So far, no evidence has shown 
that rent control achieves a fairer income 
distribution. Net benefits are poorly, 
and in some cases perversely, targeted. 
Rents in Canadian cities (as shown in the 
table in Appendix I, page 21) where they 
were controlled can even be much higher 
than those in cities without rent control, 
proving the point that “rent control does 
not do what most people think it does” 
(see Endnote 9). Short-term tenants are 
harmed by rent control while long-term 
tenants benefit. Another adverse effect of 
rent control is curtailing the mobility of the 
labour force because tenants may choose 
to remain in a city where they occupy rent-
controlled apartments rather than accept a 
higher-paying job in another city. 

Two conditions are said to be necessary 
for implementation of rent control: a high 
renter-to-owner ratio and a low vacancy 
rate.  As the proportion of owned dwellings 
climbed 25 per cent from 1996 to 2006, 
it can be estimated that more than 70 per 
cent of residents in Regina have become 
owners in 2011, which shows a low renter-
to owner ratio. Muller`s data support the 
idea that rent control has reduced vacancy 
rates, which is the reverse of the aim. If 
the transaction costs are not zero and if 
there are costs incurred for government 
regulations and for transfer of production 
factors, then the more the market is in 
incomplete competition, the more severe 
the government regulations and the higher 
the cost of transferring production factors, 
the more the rental rate will deviate from 
the equilibrium, and the more inefficient 
the housing allocation.

From analyses in all financial, theoretic, 
and empirical approaches, one can 
conclude that rent control is not a good 
idea, and government cannot manage 
housing better than the private sector. 
In order to achieve efficiency, there will 
need to be well-defin-ed property rights; 
in order to achieve equity, there will need 
to be a balance between renters and 
owners. Interference with property rights 
leads the market to many realignments 
and a reallocation of resources that is not 
economically efficient. Therefore, respect 
for property rights and an arrangement to 
minimize disputes in transactions and in 
transaction costs such as the rent-to-own 
option and cooperative housing will be 
good choices, while income redistribution 
can be achieved by cash subsidies.
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Concept
Rent control is an old topic covered by 
many scholars including Joseph E. Stiglitz 
and Steven N. S. Cheung. Rent control 
can be broadly defined as governmental 
regulations that limit landlords’ ability to 
freely set and increase rents on residential 
properties. These controls often coincide 
with a host of other regulations concerning 
the landlords’ responsibilities and the 
tenants’ rights in a rental arrangement.

While this paper does not aim to be all-
inclusive, it intends to do an analysis of the 
same rent control problem using different 
approaches to see if we can arrive at the 
same conclusion.

Types
Most rent controls are one of three types: 
rent ceilings, which place a limit on the 
amount of money or the percentage of the 
property value that a landlord can charge 
tenants for a rental unit; tenancy rent 
control, which is a set of regulations that 
limit the actions a landlord can take during 
the tenure of a sitting tenant, including 
limitations on the landlords’ ability to 
increase rents and cancel the contract; 
and rent freeze, which is a predetermined 
rent level, which typically was set in the 
year the law was introduced. The last type 
has mostly been abolished, unenforced or 
combined with the first type and become 
what is known as the second-generation 
rent control. This paper will address both 
rent ceilings and second-generation rent 
control unless otherwise specified.

Introduction to Rent Control

Since discussions over rent control have 
emerged again, especially because of 
research done by Professor Hugh Grant 
at the University of Winnipeg and by 
the School of Public Policy (SPP) at the 
University of Calgary, and because of the 
petition Saskatchewan’s NDP, there is a 
growing need to study rent control. Grant 
advocates that rent-control regulations in 
Manitoba achieve an appropriate balance 
between competing objectives (the tenants’ 
security of tenure and the landlords’ 
adequate rate of return) and, in doing 
so, enhance the efficiency of the rental-
housing market. Moreover, that it does so 
with relatively few administrative costs 
(to be discussed later). The SPP states 
that the greatest attraction of second-
generation rent control is the protection 
it offers sitting tenants against a severe 
deterioration of housing affordability 
and the waste of resources caused by 
periodic excess vacancies and high rent 
increases. It has also asserted that rent 
control tends to find favour with voters, be 
they renters or homeowners. Meanwhile, 
rent control has already become a major 
plank in the NDP’s election campaign in 
Saskatchewan as the party gears up for 
the 2011 November election. The provincial 
Opposition Leader, Dwain Lingenfelter, said 
that with about 80 per cent of Canadians 
already living in provinces that have rent 
control, there is no excuse not to legislate 
some type of cap on rent hikes in Regina.1 
As rent control or some other strategy is 
already on the agenda of the Saskatchewan 
Housing Corporation,2 it is urgent that 
economists provide evidence of how rent 
control works and how one may look at the 
positive effects more objectively.

Importance of Research 
on Rent Control
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(2) Secondary Suite Scenario

According to a 2010 report by the CMHC 
on the Regina market, the average MLS 
listing price  will be $265,000 in 2011 (in 
Saskatoon it will be $296,000). Let us 
assume that a family buys a house at the 
average price and rents the basement suite 
at the market rent. The mortgage will have 
an amortization period of 25 years with 
5.2 per cent as the mortgage interest rate 
as forecast by the CMHC. Let us assume 
the same mill rate; the property tax will 
be $3,710 per year or approximately $309 
per month. Suppose the down payment 
is 25 per cent of the total, which leaves 
$251,750. The average monthly mortgage 
payment is $839 in 25 years. The average 
monthly mortgage interest after the rebate 
will be $397 (calculated at a compound 
interest of 0.43 per cent per month). The 
monthly rent in 2011 for a two-bedroom 
unit is $895, which will result in $10,740 
for the year. Therefore, there is a $650 
difference (which does not even include 
the insurance, legal and maintenance fees) 
borne by the landlord every month. If the 
rent is capped below the $895, who would 
have an incentive to invest in the housing 
supply? (Please see the comparison table 
next page) Similar calculations are done for 
landlords in Saskatoon. What will a typical 
landlord do under this circumstance? He 
or she will look to the future to cover the 
expenses through either a rental income 
increase or capital gains when selling the 
house. With rent control in place, the first 
option is limited, and the landlord will 
be left with the last option, which in turn 
could reduce the housing supply, as the 
next owner may not rent out the secondary 
suite. 

Rent Control and Its Applicability  
in Saskatchewan
Financial Statistics  
Analysis

(1) Apartment Investment  
      Scenario

According to statistics obtained from the 
Association of Regina Realtors, the average 
three-bedroom apartment resale price is 
$304,180 (and the price in Saskatoon is 
$310,458). We can construct the table 
below assuming the following: rental 
income is increasing at the same rate 
(2.23 per cent) as the two-bedroom suite 
as forecast by the Canadian Mortgage 
and Housing Corporation (CMHC) in the 
fall of 2010, a 5.25 per cent interest rate 
(forecasted by CMHC, see source below), 
25-year amortization, a 25 per cent down 
payment and a mill rate (the property tax 
rate) of 1.4 per cent. From the table, it can 
be seen that the loss that the investor has 
to recoup from the apartment is much less 
than the loss incurred if the investor buys 
a bungalow and rents out the secondary 
suite. This is due to the mortgage 
interest rebate. If there were no property 
appreciation and the anticipation of a rent 
hike, not many landlords would bother 
to invest in apartments. To some extent, 
this also explains the charm of condo 
conversion for a quick cash inflow. 
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  Revenue Expenses Difference

 Rent 895
 Mortgage Principal  839
 Mortgage Interest  662
 Mortgage Interest Rebate (at 40%)  (265)
 Property Tax (at 1.4%)  309

 TOTAL 895 1545 650

Sources: - CMHC, Housing Market Outlook Regina CMA, Fall 2010, p. 4; 
 - Saskatchewan Ministry of Municipal Affairs, Municipal Property Tax Tools, March  2011

Comparison of a Sitting Landlord’s Monthly Expenses and Revenue in Regina

  Revenue Expenses Difference

 Rent 974
 Mortgage Principal  776
 Mortgage Interest  590
 Mortgage Interest Rebate  (590)
 Property Tax (at 1.2338%)  319

 TOTAL 974 1095 121

Sources: - CMHC, Rental Market Statistics, Fall 2010, p. 33; 
 - City of Saskatoon Property Tax Mill Rate History, March 2011;
 - Saskatoon Region Association of Realtors, June  2011

Comparison of a Landlord’s Monthly Expenses and Revenue in Saskatoon

  Revenue Expenses Difference

 Rent 1073
 Mortgage Principal  760
 Mortgage Interest  590
 Mortgage Interest Rebate  (590)
 Property Tax  355

 TOTAL 1073 1115 42

Sources: - CMHC, Rental Market Statistics, Fall 2010, p. 33; 
 - Saskatchewan Ministry of Municipal Affairs, Municipal Property Tax Tools, March 2011;
 - Association of Regina Realtors, June  2011

Comparison of a Landlord’s Monthly Expenses and Revenue in Regina

  Revenue Expenses Difference

 Rent 950
 Mortgage Principal  937
 Mortgage Interest  739
 Mortgage Interest Rebate (at 40%)  (375)
 Property Tax (at 1.2338%)  304

 TOTAL 950 1605 655

Sources: - CMHC, Housing Market Outlook Saskatoon CMA, Fall 2010, p. 4; 
 - City of Saskatoon Property Tax Mill Rate History, March 2011;

Comparison of a Sitting Landlord’s Monthly Expenses and Revenue in Saskatoon
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Theoretical Analysis
(2) Renters Analysis

Let the market rent of uncontrolled housing 
be Pm, the rate for controlled housing be 
Pc, the loss of renters resulting from the 
owner’s lack of maintenance be Lp, legal 
and administration fees (incurred to file for 
rent increases or debate in the court for 
justification) be Ct, renters’ information 
search, waiting (or queuing) and public 
relations cost (cost incurred to be 
introduced to people with limited housing 
units to be able to get one) be ζ and what 
is left be Sp, there will be:

  Sp = Pm-(Pc+Ct+Lp+ζ)
It can be seen that renters will prefer 
to take rent-controlled units only when 
occasion (b) happens:

(a) When Sp=0, i.e., Pm=Pc+Ct+Lp+ζ 

there will be no difference between 
the two, and the two can be 
interchangeable;

(b) When the Sp>0, i.e., Pm>Pc+Ct+Lp+ζ  
the rent-controlled housing market  
will appear crowded;

(c) When the Sp<0, i.e., Pm<Pc+Ct+Lp+ζ  
market-rent housing will be more 
attractive, and renters will abandon 
rent-controlled housing units. 

If there is no rent control, all the costs 
listed in the brackets will be eliminated, 
and these costs can be called rent-
dissipation costs.3 They will persevere as 
long as rent control is in place. They can 
be reduced, however, by some contract 
arrangements such as co-operative housing 
or rent-purchase options.

A perverse result of rent control is that it 
subsidizes high-income earners (and yet, 
they may not be satisfied with the co-
existing condition and few choices in terms 

(1) Owners Analysis

Since rent control artificially suppresses 
the value of all real estate, owners are less 
able to borrow against the asset to conduct 
needed capital improvements. This is true 
for homes and apartment buildings. Each 
year, the housing stock becomes older, 
and more things break and need to be 
replaced. As the value is often not there to 
support these improvements, decisions are 
delayed. In the case of second-generation 
rent control, owners might pay tenants to 
leave, so they can do some renovations 
and charge the next renter a higher rent, 
which is an additional cost to the whole 
society because this cost may never be 
incurred without rent control.
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of furnishings, decorations and location as 
investment in renovations and decorations 
is discouraged). Our least fortunate citizens 
in the core area in less well-maintained, 
older properties (the ones rent control 
was supposed to protect) are paying rents 
similar to people in better areas. Lower-
income individuals will often be at the 
mercy of the landlord and unable to take 
the legal action often necessary to force 
the landlord to comply with work orders 
and make necessary repairs. Therefore, 
maintenance will often be poor and 
inadequate as a result of both the renter’s 
and the owner’s behaviour. If rent controls 
were phased out, the rents in many of 
these properties would fall.

Another effect is the empty nest effect. 
For example, an old lady who survives 
her husband and whose children have 
left home keeps a large apartment, as 
the costs are low and could go up if she 
were to move to a smaller apartment. 
Meanwhile, a young couple with children is 
unable to find a bigger apartment because 
people enjoying rent control benefits are 
occupying them. Repeal of rent control 
would free up thousands of such units 
very quickly, dampening the impetus 
toward vastly higher rents. Rent control 
limits the exchange opportunity for those 
who value the property rights the most. 
By definition, the use of a resource is 
economically efficient when the property 
rights associated with the resource are held 
by one who values them the most.

Rent control can create an excess demand 
for rental properties from two groups of 
renters. The first group consists of those 
renters who prefer renting over buying 
since rents are kept artificially low. Some 
of these renters have been known to use 
their financial resources to buy property 
while continuing to live in rent-controlled 
apartments. These individuals then rent 
out the purchased property and generate 
personal income. 

The second group consists of those renters 
who are attracted to an area with low 
rent-controlled prices and are willing to 
commute. Even with the added expense of 
commuting, it could be more cost-effective 
to live in the rent-controlled area. Together, 
these two groups create an artificial 
shortage. So, even for renters, rent control 
is not an ideal policy, as some renters may 
be crowded out of the market by other 
renters  under low vacancy rates. 
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(4) Social Welfare  
      Analysis

When profits are lower for suppliers, 
corporate and sales taxes are lower for 
government, and the population’s quality of 
housing will be at a lower standard than it 
ought to be. 

Let us look at Figure 1 (please refer to 
Appendix II, page 21). 

In Figure 1, the slope of the production 
possibility curve at point e equals the ratio 
of the price of X to the price of Y, which 
must, since marginal cost equals price, be 
equal to the ratio of the marginal cost of 
good X to the marginal cost of good Y. And, 
since the price of X divided by the price of 
Y equals the ratio of the marginal utility of 
X to the marginal utility of Y, the socially 
optimum output mix occurs when 

  dTCx/dX / dTCy/dY   =  ∂U/∂X / ∂U/∂Y  

Here TCx  is the total cost of good X 
and  TCy  is the total cost of good Y and the 
letter  d  in front of a variable denotes a 
small change in that variable, so that  dTCx/
dX  is the marginal cost of good X 
and  dTCy/dY  is the marginal cost of good 
Y. ∂U/∂X  and /∂U/∂Y  denote the respective 
marginal utilities of goods X and Y.4

Let us assume the controlled market housing 
is X, the uncontrolled market housing is 
Y, and the starting point is O. OA will be 
reduced when rent is controlled, though the 
investment in the uncontrolled market will 
increase (but not as much as the decrease 
in the controlled market, that is AA’ > 
BB’). This is because, with shortages in the 
controlled sector, this excess demand spills 
over into the uncontrolled sector. For fear 
of government control in the uncontrolled 
sector, the investment will be reduced. 
Moreover, transaction costs incurred make 
this reduction greater. Therefore, the point E 
will move inward, which means a decrease in 
total social welfare.

(3) Government  
      Analysis

Let us assume that the government is an 
economic person. The normal assumption 
will be to remove rent control. As profits 
are lower for suppliers, both corporate 
taxes and sales taxes will become lower for 
government.

As the price signal is distorted, double-tier 
or multiple-tier pricing may appear, and a 
black market may emerge. It will not be 
uncommon to see many families on waiting 
lists for housing, disguised rent hikes in the 
form of bundling deals, entrance fees (or 
key fees) and so on.

Housing is essentially a private good 
involving property rights. A property right 
entails ownership, the right to use and to 
dispose of the asset, including the right to 
revenue from that asset. When government 
controls the rent of this private good, 
not only does it interfere with the right 
to revenue, it also changes the private 
good to a semi-public good and makes 
the housing market reflect some features 
of the public sector. While low-income 
people should be taken care of, evidence 
shows that government is not better than 
the private sector at managing housing. 
Therefore, its role in the housing market 
should be minimized.
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Empirical Analysis
(2) Canada   

People may recall Regent Park in downtown 
Toronto and the housing projects scattered 
throughout the suburbs. Many of these 
projects have become centres of drug 
dealing and other criminal activity. Critics 
of the proposed public-housing schemes 
were met with charges of being selfish and 
not caring for the poor. Eventually, the 
ministry did alter some of their proposals 
by incorporating a mix of unit types into 
some of the public-housing schemes in 
order to attract medium- and upper-
income tenants to avoid the creation of 
more low-income ghettos. In practice, the 
more upscale units were very difficult to 
lease at market rents. So, their rents were 
greatly reduced. The result was significant 
government subsidies for tenants who 
could well afford to pay market rents. 
When this situation was exposed, the 
public began to question the fairness of 
these policies.

Although most public-housing projects 
were developed by private contractors,  
the contracts were awarded after a 
ministry-sponsored tendering process.  
That process was designed to encourage 
the participation of smaller firms and 
was later extended to favour female- 
and minority-headed firms. According to 
evidence shown in Toronto, the cost can 
be 50 per cent higher for public-housing 
projects sponsored by the government 
than for projects sponsored by the 
private sector. To demonstrate equity in 
the bidding process, priority is given to 
minority groups such as Aboriginal people, 
which in practice let in inexperienced 
contractors. All these contribute to a 
deadweight loss in social welfare.7 

(1) The United States

Economists have demonstrated that rent 
control leads to housing deterioration, 
fewer repairs and less general 
maintenance. For example, Paul L. 
Niebanck found in 1985 that 29 per cent 
of rent-controlled housing in the United 
States had deteriorated, but only 8 per 
cent of the uncontrolled units were in a 
similar state of disrepair. Mengle tested the 
hypothesis of quality deterioration using a 
two period linked sample of dwelling units 
drawn from eight Standard Metropolitan 
Statistical Areas, half of which had rent-
control laws. The results indicated that 
quality was 7.1 per cent lower in controlled 
markets in 1974 and 13.5 per cent lower in 
1977. Slow, cumulative effects of deferred 
maintenance may be responsible for the 
more pronounced 1977 results.5

William Tucker estimates that about 
30,000 New York apartment units were 
abandoned annually from 1972 to 1982, 
with a loss of approximately 300,000 units 
in this 10-year period. Thanks to rent 
control, and to potential investors’ all-too-
rational fear that rent control will become 
even more stringent, no sensible investor 
will build rental housing unsubsidized by 
government.6     



13

FCPP POLICY SERIES NO. 113 • AUGUST 2011POLICY  SERIES

RENT CONTROL AND ITS APPLICABILITY TO SASKATCHEWAN © 2011
 FRONTIER CENTREFOR PUBLIC POLICY

(3) Elsewhere in the World

As shown in the examples in the United 
States, Joel Brenner and Herbert Franklin 
cited similar statistics for England and 
France. Duncan Maclennan collected data 
from several sources, including newspaper 
advertisements and other listings, for 
Glasgow and showed that the reduction of 
rental housing on offer was correlated with 
the tightening of Glasgow’s rent-control 
regime.8

Sweden is famous for its rent control, 
which was introduced in 1942. Between 
1941 and 1945, the net increase in the 
housing stock was about 80 per cent of the 
new production and the “loss” was only 20 
per cent. 

Between 1961 and 1965, the net addition 
was barely 50 per cent and the “loss” was 
more than 50 per cent.9 Ireland has strong 
tenant-protection laws. The parties are free 
to negotiate rents, but the amount must 
not exceed the open-market rate. The rent 
may be reviewed and can be adjusted once 
a year. Rent disputes go to the Private 
Residential Tenancy Board. Security of 
tenure is effective for three and a half 
years after a half-year period of tenancy. 
In the following table, the reader can easily 
see that the countries with the highest 
numbers of price-rent ratios are those with 
rent control (please note that rent control 
was still in place in Norway in 2010).

  Current Level Current Level Current Level 
  (15-Year Avg.) (35-Year Avg.) (Long-Term Low)

 United States 7.3 11.5 26.5
 Euro Area 13.2 16.3 37.3
 United Kingdom 10.8 33.4 102.7
 Germany -13.1 -27.7 0.0
 France 26.6 35.6 77.2
 Spain 20.2 12.9 45.5
 Ireland 22.3 83.5 395.0
 Italy 12.9 12.9 45.5
 Netherlands 15.7 39.1 125.3
 Sweden 54.6 67.6 161.2
 Norway 34.6 57.1 152.0
 Finland 24.4 43.0 115.3

Price-Rent Ratios in Organization for Economic Co-operation  
and Development Countries

Source: OECD, DB Research, Housing Markets in OECD Countries March 3, 2010
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4) Debate over the Positive Effects

Grant states that the principal purpose of a 
rent regulation policy is to provide tenants 
with greater security by protecting them 
from an unwarranted increase in monthly 
rent.11 However, David Seymour argues 
that Grant has provided little evidence 
that the policy has succeeded in this 
regard. According to data collected by the 
author, rents in provinces where they were 
controlled can even be much higher than 
those in provinces without rent control 
(marked red in the table below), which 
proves the point that “rent control does not 
do what most people think it does (lower 
rents).”12

Source: CMHC, Rental Market Statistics, Fall Issue 2009, pp. 33- 34
Rental Market Statistics, Fall Issue 2010, pp. 33-34.

Average Rents in Privately Initiated Rental Apartment Structures 
of Three Units and Over

   2 Bed        3+ Bed 
  2008 2009 % Chg 2010 %Chg 2008 2009 %Chg 2010 %Chg

 Saint John 618 644 4.21 645 0.16 663 663 0.00 706 6.49

 Halifax 833 877 5.28 891 1.60 1064 1091 2.54 1146 5.04

 Calgary 1148 1099 -4.27 1069 -2.73 1063 1074 1.03 1057 -1.58

 Edmonton 1034 1015 -1.84 1015 0.00 1170 1180 .85 1171 -0.76

 Regina 756 832 10.05 881 5.89 908 964 6.17 1058 9.75

 Saskatoon 841 905 7.61 934 3.20 860 918 6.74 959 4.47

 Group A Average 872 895 3.51 906 1.35 955 982 2.89 1016 3.90

 Charlottetown 672 701 4.32 731 4.28 798 801 0.38 834 4.12

 Winnipeg 769 809 5.20 837 3.46 920 946 2.83 1056 11.63

 Ottawa 995 1028 3.32 1048 1.95 1227 1257 2.44 1312 4.38

 Toronto 1095 1096 0.09 1123 2.46 1288 1290 0.16 1322 2.48

 Vancouver 1124 1169 4.00 1195 2.22 1356 1367 0.81 1420 3.88

 Group B Average 931 961 3.39 987 2.87 1118 1132 1.32 1189 5.30

 Total Average   3.45  2.04   2.18  4.53

Two of the positive effects generally 
advocated are a fairer income distribution 
and lower rent for housing. So far, no 
evidence has shown that rent control 
achieves a fairer income distribution. Net 
benefits are poorly, and in some cases 
perversely, targeted. Analysis of individual 
costs and benefits in the markets studied 
by Bengt Turner shows no consistent 
redistribution effect.10 As for the rent, a 
comparison of rents between controlled 
units and uncontrolled units will be made 
below. Even when the nominal rent for 
the controlled units is curtailed, the 
actual rent or the shadow price has been 
increased, as some other costs have been 
incurred. 
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Another strong argument from Manitoba, 
Grant alleges, is that there is no evidence 
that second-generation rent control has 
contributed to deterioration in the quality 
of rental-housing stock. To the contrary, 
the cost pass-through policy offers an 
incentive for landlords to undertake 
expenditures on maintenance, repair and 
capital improvements. This contravenes 
the research done by David L. Mengle 
mentioned before and the report from 
the Winnipeg Realtors Association. The 
Manitoba example loses its halo due to 
lack of investment. Richer people are 
taking advantage of it. Between April 
2009 and April 2010, Winnipeg’s rental 
stock declined by 673 units due to the 
demolition of dilapidated housing, sales 
of rental buildings and the conversion 
of units into condominiums. In addition, 
a lack of investment dollars has meant 
fewer new rental units being built. CMHC 
has indicated that the number of units in 
the rental universe has dropped for the 
15th time in the last 18 years. So far, 
rent controls have the effect of benefiting 
only the upper two-thirds of income 
earners who are able to pay more. The 
bottom third of income earners sees rents 
increase steadily through annual allowable 
increases and renovation exemptions, so 
they generally do not benefit from rent 
controls.13 The current situation ensures 
that both investors and low-income renters 
are alienated from the market, a problem 
that will worsen with time.  

According to Cruz, the Global Property 
Guide states that rent control can be 
harmless or even (in some cases) mildly 
beneficial when it occurs in the context of 
standardization of contract structures (see 
below), is designed to increase market 
activities and provide rental guidance for 
citizens. It can be benign if the following 
occurs:

• It is implemented so that its market-
restraining effects are modest

• It helps to defuse public protest about 
high rents, and

• It assists citizens by providing an agreed 
framework for contracts.

However, some World Bank experts 
constructed a model of second-generation 
rent control,14 describing a regime that 
does not permit rent increases for sitting 
tenants—or their eviction. When an apart-
ment becomes vacant, however, the land-
lord is free to negotiate a new contract with 
a higher rent. They argue that this stylized 
system is a good approximation of rent-
control regimes that exist in many cities 
in India, the United States and elsewhere. 
Under such a regime, if inflation exists, 
landlords prefer to rent to tenants who 
plan to stay for a short time. The authors 
assume that there are different types of 
tenants (where “type” refers to the amount 
of time tenants stay in an apartment) and 
that landlords are unable to determine 
types before they rent to a tenant. 
Contracts contingent on a departure date 
are forbidden, so a problem of adverse 
selection arises. Short-term tenants are 
harmed by rent control while long-term 
tenants benefit. In addition, the equilibrium 
is Pareto inefficient.15 Basu and Emerson 
show that when a tenant decides how 
long to stay in one place based on market 
signals (when tenant types are determined 
endogenously) in the presence of rent 
control, there may be multiple equilibria,16 
with one equilibrium dominated by another. 
In other words, many choices are made 
based on conditions in the rental-housing 
market. One thing rent control may do is to 
decrease the mobility of the labour force, 
because tenants may choose to remain in 
a city where they occupy rent-controlled 
apartments rather than accept a higher-
paying job in another city. They show that 
abolishing the rent-control regime can do 
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two things: shift the equilibrium to a better 
outcome and lower rents across the board.

As said by Steven N. S. Cheung, under the 
maximization postulate, each and every 
individual has an incentive to reduce that 
dissipation. This will be done through 
seeking alternatives in using or producing 
the good so that the decline in resource 
value is the lowest, or through forming 
alternative contractual arrangements to 
govern the use or production of the good 
with the least rise in transaction costs, or 
through the least costly combination of the 
two procedures.17     

5) Debate over Certain  
     Applicable Conditions

In his article on tenant lease contracts,18 
Dr. Defeng Xu wrote about the low rental 
apartment vacancy rate and the high ratio 
of renters to owners. Price control should 
not be in effect if the above two conditions 
cannot be met. As for the former, New 
York City, on the one hand, links rent 
control to rental housing vacancy rate, and 
on the other hand, stipulates that rent-
control provisions can only take effect 
within a certain time limit, after which 
the legislature will vote on whether there 
is still a state of emergency to qualify 
for the extension.19 During 2005-2008, 
the vacancy rate was between 2.9 per 
cent and 3.09 per cent, so the 5 per cent 
requirement was met.20 While this seems 
quite a plausible justification, it should 
be borne in mind that supply can never 
increase using the control measures as 
they are only measures for distribution. 
There comes the question: How should 
redistribution of income be done? Evidence 
shows that market incompleteness and 
failures such as income inequity can be 
addressed by government using measures 
other than price control. 

Furthermore, Professor R. Andrew Muller 
designed two models to analyze the 
relationship between rent control and 
vacancy rates in 10 Canadian cities during 
1971-1988, and his data do support the 
idea that rent control has reduced vacancy 
rates. Vacancy rates have only been above 
3 per cent in Toronto for three years (2003- 
2005) of the 30 years between 1975 and 
2005. Last but not least, the Winnipeg 
Realtors Association said, “Manitoba needs 
to move away from the current rent control 
regime if it wants to improve vacancy rates 
and better prepare for future immigration-
driven growth.”21 

As put by Xu, empirical evidence shows 
that in Germany, New York City and New 
Jersey, tenants are more than 50 per cent 
of the population, which justifies the strong 
rental control in these places. With more 
than 50 per cent of the population, there 
will be great power in legislation lobbying. 
While voices of those people should 
certainly be heard, it does not mean that 
the market should be interfered with. Also, 
in a civilized, democratic society, minority 
interests should be specifically addressed. 
Therefore, a large ratio of renters to 
owners cannot be made the excuse for rent 
control. Furthermore, in Regina in 2001,  
it was estimated that of the approximately 
75,919 occupied private dwellings, 49,092 
or 65 per cent were owner-occupied. This 
was similar to the provincial rate of 68 per 
cent owner-occupied private dwellings.22 As 
the proportion of owned dwellings climbed 
25 per cent from 1996 to 2006,23 it can be 
estimated that more than 70 per cent of 
residents in Regina have become owners 
in 2011. Therefore Xu’s condition for the 
renter to owner ratio does not apply in 
Saskatchewan.
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6) Applicability of Rent Control  
     in Saskatchewan

It has already been said that price 
management through prices is not a wise 
decision. “The effects of rent control are 
usually so severe that many governments 
have reconsidered the policy. During the 
’80s and ’90s, 31 US states prohibited this 
type of price-fixing by law or constitutional 
amendment. … [O]ne of the first major 
decisions of Roy Romanow’s government 
was to end Saskatchewan’s rent controls,” 
which was the best solution. “In 1992, Roy 
Romanow’s government quietly passed 
amendments to the province’s Residential 
Tenancies Act that ended rent control. The 
sky never fell and rents did not skyrocket. 
On average, they held flat.”24 One might 
wonder, why should we return to rent 
control?

However, when house values increase, 
marginal utility of housing will decline.25 
This decline will be slower for the consumer 
than for the investor with their different 
expectations. Because the Saskatchewan 
housing market is dominated by owners 
(discussed in the last point), the housing 
demand will reflect more of the investors’ 
needs (while conversely, the demand will 
reflect more of the consumers’ needs 
if the market is dominated by renters), 
and adjustment of demand will trigger 
much higher rents in the rental market. 
Therefore, price or rent fluctuations may 
seem natural. This is shown by the figures 
in Appendix III. Dc is housing demand from 
consumers, and Di is housing demand from 
investors. People may easily understand 
that a steeper demand curve requires a 
higher price adjustment, as seen from the 
demand shift of investors.

Since 2007, people have witnessed a 
dramatic rise in prices in housing in Regina 
and Saskatoon. How shall we keep the free 
market policy and yet harness the rate of 
increase in rents? The writer suggests the 
increase of supply elasticity to the price26 
and a long horizon perspective for the 
stakeholders.
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Suggested Solutions
If the government implements rent control, 
the difference between the market rate and 
the controlled rate will create a common 
area and interest-seeking of the common 
area as mentioned by Barzel (1989).27 Then 
the rent dissipation will come and a sharp 
increase in transaction costs as mentioned 
by Steven N. S. Cheung (1974). Possession 
of public interest in this area often 
takes the form of first come, first served 
allocation, binding lease, rent setting and 
corruption. The allocation of resources is 
not efficient.28 If the transaction costs are 
not zero and if there are costs incurred 
for government regulation and for transfer 
of production factors, then the more the 
market is in incomplete competition, the 
more severe the government regulation 
and the higher the cost of transferring 
production factors, the more the rental rate 
will deviate from the equilibrium and the 
more inefficient the housing allocation.

In order to achieve efficiency, there will 
need to be well-defined property rights; 
in order to achieve equity, there will need 
to be a balance between renters and 
owners. As mentioned above, interference 
with property rights leads the market to 
many realignments and a reallocation 
of resources that is not Pareto efficient. 
Therefore, respect  for property rights and 
an arrangement to minimize disputes in 
transactions and transactions costs will 
be good choices. The writer thus suggests 
the following policy alternatives or a 
combination of them:

• Advocate the lease-to-buy option 
in rental units so that both the rent 
structure and the ownership structure are 
clear and opportunistic behavior will be 
reduced to the minimum.

• Encourage construction of co-operative 
housing in which the tenants have both a 
shared voting right and a responsibility to 
the housing unit.

• Provide cash to low-income families in the 
form of the Saskatchewan Employment 
Supplement and the Saskatchewan Rental 
Housing Supplement indexed to the 
inflation rate and the rate of rent increase. 
Provide portable shelter allowances to 
people who are not eligible for the above 
supplements as is done in Manitoba. In 
the State of Maryland, cash allowances 
are paid to low-income families so that 
they can afford the market rents. These 
allowances or subsidies will meet less 
opposition from the business world and 
will be more flexible to implement than 
is the rent-control system. Moreover, 
attention should be paid to those at the 
bottom. For example, a family with one or 
two kids staying in an affordable housing 
unit with the Regina Housing Authority 
is charged $560 per month after several 
rent increases. However, the minimum 
qualifying rent is increased to $561 per 
month. Their rent is increased, yet they 
cannot get subsidies as others because 
the rent they pay is too low to be eligible 
(though it may have increased several 
times). Measures should be taken to 
address the needs of those families, as 
they are at the margins of society and 
easy to ignore. One solution is to provide 
the rent-to-purchase option at the original 
assessed price when the renter moved in. 
While affordable housing supply may be 
reduced, the demand is also reduced, and 
the housing dimension is improved,  
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as advocated by the Task Force for 
Affordable Housing.

• Provide subsidies in the form of housing 
vouchers to middle- and lower-income 
people to allow them to rent at the 
market price. This will address the 
income distribution issue and the social 
instability issue. It will also avoid 
excessive cost, allow more recipient 
choice and improve living situations. 
This makes the market more efficient 
and shuts the door to wasteful public 
expenditures (please refer to the case 
of Toronto public housing mentioned 
before). 

• Provide renters with a property tax credit 
as a percentage of rental costs as in 
Ontario.

• Provide a five-year property tax 
abatement for new, affordable housing 
and for market-rate multi-unit rental 
housing and permit fee rebates for 
legalizing existing secondary suites and 
for creating new ones.

• Consider learning from the U.S. Low 
Income Housing Tax Credit Program to 
encourage the supply of housing from the 
private sector to lower income people.

• Avoid subsidizing selected developers or 
sellers due to excessive cost, high prices 
and possible corruption.29
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Conclusion

Rent control is neither necessary nor 
beneficial. The intended result of low 
housing prices and benefits to low-income 
families will not happen under rent control. 
Saskatchewan is a free economy dominated 
by owners. The visible hand of government 
should not directly manipulate the market 
transactions and price formation, so as 
to reduce the higher transaction costs, 
including most of the information costs and 
agent costs, all the political cost, part of 
the implementation, auditing, reallocation 
cost and the cost for solving externalities, 
than what would be in a controlled or 
regulated market. Respect for the right 
to property and minimal government 
intervention will ensure a healthier and 
more efficient housing market while the 
interests of low-income people are still 
taken care of in the form of subsidies.
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Region Key Provisions 

British Columbia The maximum allowable rent increase set by the Residential  
Tenancy Branch is the inflation rate plus 2 per cent. 

Manitoba For 2011, rent in Manitoba can be increased by 1.5 per cent,  
according to the Residential Tenancies Branch. The economic  
adjustment factor is 0.8 per cent. 

Ontario The Landlord and Tenant Board authorities fixed the maximum  
allowable rent increase at 0.7 for 2011. Rent increases are  
based on the Consumer Price Index. 

PEI The Office of the Director of Residential Rental Property sets  
the allowable rent increase annually. For 2011, a 2 per cent  
rent increase is allowed. Additional increases must be approved  
by the Director. 

Canada Rent increases are regulated in four provinces.  
The maximum allowable increase is determined annually. 

Source: Prince Christian Cruz, “The Pros and Cons of Rent Control,” Global Property Guide, January 19, 2009 
(with data updated later on).

Appendix II:  
Influence of Rent Control on Both Sectors
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Appendix III: 
The Impact of Different Demand Curves  

on the Rent
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