COLAB SAN LUIS OBISPO
WEEK OF OCTOBER 21 - 27, 2018
THIS WEEK
NO BOS MEETING
LAFCO GIVES FINAL APPROVALS TO
-ANNEXATION SAN LUIS RANCH MIXED USE PROJECT TO CITY OF SLO-DISSOLUTION OF CAYUCOS FIRE DISTRICT&
-APPOINTMENT OF A GENERAL COUNSEL-

LAST WEEK

COUNTY BOS HANGS TOUGH ON UNION
CONTRACT – IMPOSES SETTLEMENT
RESTRICTS RAISE PERCENTAGES FOR
MANAGEMENT TO SAME LEVELS AS LABOR
COSTS OF RAISES ARE NOT INCLUDED IN THE BUDGET – TO BE
FUNDED WITH “SAVINGS”

VACATION RENTALS DENIED IN CAYUCOS
FUR FLIES OVER WI-FI TOWER
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SLO COLAB IN DEPTH
SEE PAGE 8

TECHNOLOGY AND ECONOMIC EVOLUTION
THREATEN GOVERNMENTAL CONTROL
By Mike Brown

THE ECONOMIC REALITIES OF A GAVIN
NEWSOM GOVERNORSHIP
BY LEE OHANIAN

VOTE NO ON STATE PROP. 10
"Rent control appears to be the most efficient
technique presently known to destroy a city – except
for bombing"
RENT CONTROL AND MINIMUM WAGE LAWS
HARM THOSE WHO ARE SUPPOSED TO
BENEFIT
BY GARY GALLES

THIS WEEK’S HIGHLIGHTS
No Board of Supervisors Meeting on Tuesday, October 23, 2018 (Not Scheduled)
The Board typically does not meet on the 4th Tuesday of a month.
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San Luis Obispo County Pension Trust Meeting of Monday, October 22, 2018 (Scheduled).
The meeting will take place at 9:30 AM in the Board of Supervisors Meeting Room. It appears to
involve routine management oversight and a status report on investments.

LAST WEEK’S HIGHLIGHTS
Board of Supervisors Meeting of Tuesday, September 16, 2018 (Completed)

Item 17 - Raises For Non Union (Unclassified) Executives, Managers, Confidential
Secretaries, Aides, and Elected Department Heads. The raises were approved 5/0 on the
consent calendar. They will be phased in starting retroactively from July 1, 2018, during the
remainder of 2018, and then through a portion of 2019. The total cost over the 2-year period will
be $634,505 for the balance of this fiscal year and $2,480,532 in total by the end of fiscal year
2019-20. Compton abstained on the portion pertaining to Supervisors salaries which was severed
at her request from the main motion. The total amount is unfunded in the adopted FY 2018-19
Budget, and as the Board letter stated:
Departmental savings and/or unanticipated revenue will be the primary source of funding for
unbudgeted expenditures associated with the compensation increases. To the extent
departmental savings are not available to cover the amount; staff will recommend that your
Board authorize a transfer.
a. In effect this was a Budget decision being made off cycle. That is, it was not considered in the
context of the overall budget priorities, and further, it made a commitment that cannot be
revoked.
b. It must assume that some services that have been budgeted will not run at the intended level to
the extent of $2.5 million. Otherwise, why would they have budgeted millions for the original
services in the first place? They obviously thought they needed the staff which they originally
budgeted. If they don’t need the originally budgeted staff, could they have used these funds for
local match on housing funding?
c. The Board will be requested to make transfers from Departments that underrun their budgets
to those for which these raises will cause deficits. To the extent that funds are not available in the
Departments, the Board will be requested to make transfers from the Contingency Reserve.
d. The Board knows that it needs $2 to $4 million per year to activate a real housing program. It
directed staff to study ways to find the funding.
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Item 29 - County Reaches Impasse With Its Largest Union San Luis Obispo County
Employees Association (SLOCEA) – Will Impose Its Last Best and Final Offer for One
Year. The Board approved the raises 4/1, with Supervisor Arnold dissenting.
Background: For more than a year the County and SLOCEA have been in contract
negotiations. The Board acted properly to follow its strategic financial plan with respect to wage
and benefit increases. SLOCEA’s demands were higher than the County could afford. The issue,
per the agreed upon process and State law, was subjected first to mediation, which failed, and
then to fact finding by the State Public Employee Relations Board (PERB).
County Watching Out for Taxpayers: The County, watching out for the taxpayers, rejected
the Fact Finder’s recommendation, and, in accordance to State law, the County labor ordinance,
and current MOU provisions imposed its last best and final offer.

Item 29 - Cannabis Permitting Fees. The action set up a separate section for cannabis
permitting fees in the County Fee Code. It did not change the fee amounts that the County had
previously adopted.
Item 32 - Recommendation by Staff for Board to Initiate Process for Housing Density
Bonuses in the Coastal Zone. The Board authorized staff to begin working on the General Plan
and Zoning Code amendments, which would allow greater densities for affordable homes in the
Coastal Zone. State law has been amended to compel cities and counties to conform their local
laws to mirror State provisions, which are more liberal than the current County ordinances.
Should the County modify its rules, it could have its next State mandated Housing Element
(plan) rejected after 2019. This in turn could result in the County becoming ineligible for various
transportation funds.
Item 34 - Appeal of the Denial of Permit for a Vacation Unit on 650 Pacific Avenue in
Cayucos. The permit was denied 5/0 on the grounds that it is already surrounded by existing
vacation rentals and would violate the ban on new vacation rentals within 100 ft. of an existing
rental.
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Item 35 - Appeal of the Denial of Permit for a Vacation Unit on 1733 Pacific Avenue in
Cayucos. Similarly to the one above, it was denied 5/0 based on the distance rule.

Public Policy Issue: Should properties in major visitor serving areas be restricted from being
offered as short-term rentals? Beach areas, ag tourism areas, and mountain resort areas are
attractions. Why does the County or some community association get to decide the manner in
which people exercise their residential use?

Item 36 - Hearing to consider an appeal by Frank & Trudy Jarratt, Craig & Jackie Fitch,
and Gabriel & Deborah Alarcon of the Planning Department Hearing Officer’s approval of
a request by Tom Kosta for a Minor Use Permit (DRC2017-00055) to allow for an existing
50-foot personal Wi-Fi antenna tower to be used for commercial purposes (as a
Communications Facility), and to modify the 1,000 square-foot maximum size of a
detached garage to allow an addition of 900 square feet to an existing 1,200 square foot
detached garage, located at 623 Windermere Lane, approximately 800 feet northeast of the
City of Arroyo Grande; exempt from CEQA. After considerable public input and Board
handwringing, the matter was continued off calendar (Supervisor Compton recused herself). The
County staff, the operator of the antenna, and the City of Arroyo Grande, which doesn’t like the
antenna, were admonished to see if they could work out a way to make the tower less obtrusive.
The underlying issue is that Tom Kosta, the owner/operator of the tower, is accused of falsifying
its original purpose. In 2014 he applied for and received a permit from the County to erect a 50’
Wi-Fi antenna for personal use. It was so effective that he started signing up neighbors, and
eventually gaining 7,000 customers and establishing a company called Peak Wi-Fi.
When it was discovered that Mr. Costa had developed a commercial use, the County required
him to apply for a new permit. After analyzing the situation, the staff issued a new permit
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allowing the commercial use. Some of the neighbors who can see the antenna tower filed the
appeal requesting that the Board overrule the staff and deny the permit.

Except for up close on the owner’s property, it doesn’t seem too obtrusive. Board members
expressed irritation that the Mr. Costa did not apply for an application for a commercial use
permit in the first place.
At the Meeting and in the Email: A number of users of Peak appeared at the meeting to
oppose the appeal. They want the service. There were scores of Emails in the file supporting
Peak and continuation of the service. There was even one from a Radiologist who stated that he
could now (since the inception of the Peak service) read x-rays and streamed images at home at
night on an emergency basis.

PEAK Wi-Fi SERVICE PLANS & PRICING
BASIC | $49.95
3 MB down, 1 MB up

Basic web use and SD video streaming.
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STANDARD | $69.95
10 MB DOWN, 3 MB UP

Our most popular plan for the entire family.
PREMIUM | $119.95
15 MB DOWN, 4 MB UP

More speed, plus faster upload for larger files.
ULTRA | $199.95
25 MB DOWN, 5 MB UP

Our fastest speeds for larger families and businesses.

Customized plans and static ip's are available.
Speeds shown refer to Megabits (Mbps)
NO CONTRACTS
No data limits
$99 INSTALL*

Accordingly and if the majority of the 7,000 reported customers signed up for the Standard
Service Plan at $ 69. 95 per month, revenues could be $489,650 per month or $5,875,800 per
year. We have no idea what the costs of acquiring the feeds and running the operation are, but it
looks pretty good for putting a 50 ft. pole in your back yard.

Local Agency Formation Commission of Thursday, October 18, 2018 (Completed)
Item A-1: Protest Results for the Cayucos Fire Protection District Dissolution and
Activation of Fire and Emergency Response Power for CSA No. 10. The final step in the
dissolution process and transfer of the services to the County was a protest vote to determine if
property owners and citizens opposed the dissolution. There were few protest votes, and
therefore the final dissolution and transfer to the County was approved.
Public Policy Impact: More costs for the County will occur. It is possible that in the future
other special districts and even municipalities will seek dissolution as their pension costs erode
service capacity. These local entities will be under increasing structural financial pressure as
local stores and jobs displaced by the distributive revolution in retailing. California and local
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policies creating scarcity in housing, jobs, water, and transportation may also begin to erode the
ability of localized governments to fund their services. One condition will result in the
conversion of the Highway 101/Prado Road intersection into a full interchange.
There was an 80-page staff report. The Commission was all lovey-dovey about the quality of the
LAFCO staff work, City staff work, and the developer proposal.
Item B-1: San Luis Ranch (Former Dalidio Property) to the City of San Luis Obispo. The
annexation was approved. The City and developer have adopted a complex mixed-use plan
which includes various types of housing and commercial uses. There are affordable housing
requirements. The SLOCOG Board had a lot of questions on the long-term affordable
agreements for ownership units. The development and annexation on this property have been
talked about for decades.
Item C-1: Under Government Code Section 54957 Consideration of Appointment of
Commission Counsel – Interview Law Firms and Consider Proposals for Legal Services for
San Luis Obispo LAFCO-Firms Responding to a Request for Proposal*: Best, Best &
Krieger * Burke, Williams and Sorensen * Colantuono, Highsmith & Hatley (Recommend:
Consider appointment of Commission Counsel). The Commission went into executive
session and interviewed 3 law firms for the contract position. The Commission appointed the
firm of Burke, Williams, and Sorensen, which will be represented by Attorney Brian Herrick.

COLAB IN DEPTH
IN FIGHTING THE TROUBLESOME, LOCAL DAY-TO-DAY ASSAULTS ON OUR
FREEDOM AND PROPERTY, IT IS ALSO IMPORTANT TO KEEP IN MIND THE LARGER
UNDERLYING IDEOLOGICAL, POLITICAL, AND ECONOMIC CAUSES AND FORCES

TECHNOLOGY AND ECONOMIC EVOLUTION
THREATEN GOVERNMENTAL CONTROL
By Mike Brown

Last Tuesday, the Board members of all stripes strongly agreed on something. They hate to lose control
of their regulatory process and have someone successfully violate it with abandon. It threatens the
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“sanctity” of government power and provides a glimmer of hope that its exponential expansion can be
thwarted in a pluralistic society by circumstances outside government direction. In this case
entrepreneurship, capitalism, and advancing technology combined with a heavy dose of customer service
metaphorically ran past the County defense faster than an Alabama wideout scoring a touchdown against
an early season patsy.
Board Item 36, above - an appeal of a permit for a commercial Wi-Fi tower in a residential neighborhood
- was fascinating and is just a faint harbinger of the transformative trends which are liable to render much
of what local government does as obsolete as Sears, unsubsidized passenger railroads, and pre-industrial
mercantilism.
A Local Story: By way of background, a retired IBM guy moves to the country outside of Arroyo
Grande and has terrible Wi-Fi service. He tries all the providers - Sprint, Verizon, Hughes Net and others,
and the service is slower than drying paint. He figures out that Level 3 Communications has high speed
fiber-optic cable running through the County and finds a way to receive a feed from a 3rd party tapped
into the cable. He erects a 50-foot tower in his backyard and experiences fast unbuffered, service 24/7.
He can actually watch Netflix.
Neighbors start asking to sign up. After four years, he has 7,000 neighbors signed, and the Planning and
Building Department says “when you got the permit for the Wi-Fi tower you said it was for personal
residential use, not commercial use. You take it down or apply for a permit for a commercial use.” After
studying the matter, the planners issued a new permit. Several neighbors appealed and the issue which
wound up in the lap of the Board of Supervisors. These appellants say the tower is ugly and is destroying
their quality of life. This notwithstanding, the area is already full of ugly power poles with all sorts of
transformers and other devices suspended on them.
The Supervisors and the appellants pretty much figured that the guy had planned the commercial service
all along and was sandbagging them. The problem was that the 7,000 customers would bring out the
pitchforks and recall petitions if the Board denied the permit thereby terminating their ability to binge
watch The Queen and House of Cards, let alone do actual work on their computers.
In the end, the Board directed staff to work with Peak, the opposition neighbors, and the City of Arroyo
Grande, which has a border near the tower and doesn’t like it. The idea is to somehow camouflage it or
otherwise make it less obtrusive. The deliberation was indicative of politicians’ usual modus operandi of
shying away from the macro issues and heading down into the weeds. For example, there was
considerable handwringing over how many repeaters are hung on the tower. What difference does it
make?
What Is a Commercial Use? In any case and if the Board ends up denying the permit, would 7,000
households consider installing their own 50’ poles? After all no one is allowed to complain about glare
prone solar panels (the State has made them exempt from most local regulation), which are a commercial
use. The private homeowners are generating electricity, selling it to PG&E, and receiving credit on their
electric bills, in effect selling it to millions of their neighbors. The only difference is that PG&E is
sending its stuff through its wires hung on 240,000 poles. The Wi-Fi guy doesn’t need any wires (and
only one pole and some mobile repeaters).
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In the example above, a residential solar array casts blinding light late every afternoon in what had
otherwise been a soft bucolic scene. One old codger across the street thought it was a flying saucer.
Where is the County Planning Department on this one? Why is the Wi-Fi pole worse? Of course, solar is
the darling of the progressive left and is politically immune. How could the County interfere with
progress and saving the planet?
More to Come: The larger issue, as stated at the beginning of this article, is the accelerating
transformative nature of technology and the economy. The graphic below using semantic waves provides
some historical perspective and demonstrates that we have entered a new epoch of economic and
technological organization.1

1

The concept of the Semantic Network Model was formed in the early 1960s by the cognitive scientist Allan M.
Collins, linguist M. Ross Quillian and psychologist Elizabeth F. Loftus as a form to represent semantically structured
knowledge . A semantic network, or frame network is a knowledge base that represents semantic relations.
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As has been noted often, the power of governments rests on their finances, which in turn have
traditionally been generated from income taxes, sales taxes, property taxes, excise taxes on various types
of production, and zoning exactions. The distributive intelligence economy is too hard to control, and
governments are struggling to keep up. Similarly, the use of regulations to control markets, extract fees,
and play favorites (the latter in turn begets political campaign contributions) will be more difficult in the
emerging era.
Politicians are instinctively leery of these trends. They don’t like Uber and LYFT, which will ultimately
undermine much of fixed route mass transit; Amazon; VRBO rentals; charter and private schools; Bird
Scooters; the expansion of the self-employed 1099 workforce; autonomous vehicles, drones, home
grocery and food delivery services; or, as noted above, a whole host of new communications and

entertainment technologies. Life was easier when you could shake down the local cable provider, electric
utility, and auto mall developer in return for zoning permits and/or a franchise.
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Santa Monica Ladies Bird Scoot to the Mall.

A Peak Wi-Fi Repeater on a Peak.

THE ECONOMIC REALITIES OF A GAVIN
NEWSOM GOVERNORSHIP
BY LEE OHANIAN
“Guaranteed health care for all. A ‘Marshall Plan’ for affordable housing. A master plan for
aging with dignity. A middle-class workforce strategy. A cradle-to-college promise for the next
generation. An all-hands approach to ending child poverty. Put California on a path for 100%
renewable energy. Double down on the production of organic and sustainable food.” These are
some of gubernatorial candidate Gavin Newsom’s proposals for California.
Affordable health care and housing, good jobs, investments in children and the elderly, and a
cleaner environment are all important goals, and successful societies figure out ways to make
progress on these goals.
So how do we make progress? Start by acknowledging three simple economic principles that
underlie all successful government policy making:
1. We can’t have it all—society faces tradeoffs.
2. Everyone— including governments— responds to incentives.
3. Expanding government does not just take more resources away from private use, it also depresses
economic activity through higher taxes.
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Any policy approach that doesn’t respect these principles will likely perform poorly. Newsom’s
proposals are troublesome because they do not appear to acknowledge these principles. There is
no explicit recognition of tradeoffs or scarcity, nor is there recognition that these costly programs
will depress the California economy by raising taxes. There is no indication that Californians
need to prioritize government programs. Rather, Newsom presents a view that we can have it all.
By ignoring the simple economics of policy making, Newsom’s agenda would be very costly and
would damage California’s economy if it were to be implemented.
Newsom’s proposal for guaranteed healthcare, which almost certainly would be a single-payer
system, would be very costly. Independent estimates indicate this would cost about $400 billion
per year—roughly $10,000 per state resident. Note that the State’s entire annual budget is
roughly half of this cost.
A single-payer proposal would require higher taxes. Some analysts estimate a 37 percent state
sales tax would be required to fund such a program. This would depress the California economy
and would lead many businesses and residents to leave the state. The cost of such a program is
why Vermont (the home state of Senator Bernie Sanders, who has championed a single-payer
system) considered a single-payer, universal coverage program, but ultimately dropped it. It is
just too costly.
Viewing health-care policy from the perspective of standard economic principles means that
increasing health care access requires confronting the cost of health care. Currently, the
consumers and the providers of health care do not have enough of an incentive to contain costs.
There are straightforward ways to enhance these incentives. Decouple health care from
employment, and allow consumers to purchase health coverage on their own, including
providing individuals the tax benefit that for decades has been given to employer-provided plans.
This decoupling would have the additional, significant benefit of expanding portability of
insurance plans.
With this decoupling, wages would rise, since employers would no longer be providing part of
their workers’ compensation through health plans. Households could choose among competitive
health plans, and consumers will be incentivized to use health care with much more of an eye
towards cost, just as with the other goods and services they purchase. Among privately insured
adults under age 65, nearly 60 percent of all health care spending is for elective outpatient care,
and 60 percent of Medicaid spending is for this type of care. Even among the top one percent of
health care spenders, 45 percent of their health spending is on outpatient spending. Outpatient
services are the dominant component of health costs, and this spending will respond to
incentives. And with cost-conscious consumers, health-care providers will also be more sensitive
to costs.
For those wondering about the cost of single-payer systems in other countries, it is important to
recognize that much of the allocation of health care under those systems is done by rationing.
For example, suppose, an individual is planning to have a hip replacement. The median waiting
time for this operation is 70 weeks in British Columbia. Rationing within single-payer programs
does not lower the true cost of health care, which reflects not only how many dollars are spent
but also patient welfare. While it is true that Canada spends less by performing comparatively
fewer hip operations, Canadians are worse off because of this. It is not surprising that Canadians
with the ability to pay come to the United States for some of their health care.
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It is unlikely that a $400 billion health care program will be adopted in California. It is simply
too costly. But there is a broader, more unpleasant implication here that should concern you
about Newsom’s “we can have it all” approach. Reasonable government policy making takes
into account how taxes depress economic activity and prioritizes how tax revenue is spent by
evaluating the benefits and costs of competing public programs. Highly valued public goods and
services are funded, and government agencies adopt cost containment programs to insure that
highly valued goods and services are provided at a reasonable cost.
This sensible principle of state and local public finance has been slipping away from California
for decades and may decline even more under a Newsom governorship. Society cannot escape
the basic principles of economics. Scarcity. Tradeoffs. Incentives. Ignoring these principles in
state and local policy making will significantly damage the state’s economy. This is the very real
risk of a Newsom governorship.\
Lee E. Ohanian is a senior fellow at the Hoover Institution and a professor of economics and
director of the Ettinger Family Program in Macroeconomic Research at the University of
California, Los Angeles (UCLA). He is associate director of the Center for the Advanced Study
in Economic Efficiency at Arizona State University and a research associate at the National
Bureau of Economic Research, where he codirects the research initiative Macroeconomics
across Time and Space. He is also a fellow in the Society for the Advancement of Economic
Theory. This article first appeared on October 16, 2018 the Daily Report of the Hoover
Institution of Stanford University.

RENT CONTROL AND MINIMUM WAGE LAWS
HARM THOSE WHO ARE SUPPOSED TO BENEFIT
BY GARY GALLES

Jacob Bronowski wrote, in The Common Sense of Science, that “at the basis of human thought
lies the judgment of what is like and what is unlike.” That is, useful analysis requires treating
that which is like similarly, and that which is unlike, differently. Unfortunately, public policies
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often mistakenly treat people that are unlike in crucial ways as if they are like, and people who
are alike in crucial ways as if they are unlike.
There are several issues in housing policy alone that illustrate this point.

Not All Renters Are Alike
The most recent example involves California’s Proposition 10, which would allow local
governments there to once again impose rent control without restriction from the state. An
October 6 article in the Los Angeles Times was titled “Will Prop. 10 help or hurt state’s tenants?”
The problem is that such a question assumes all tenants can be treated as part of the same group.
However, imposing rent control will treat different groups of tenants in sharply different ways. It
would be a massive windfall for current tenants from landlords’ pockets, forcing rents below
market value, with tenancy protections guaranteeing the windfall into the future. Los Angeles
Mayor Eric Garcetti wasn’t wrong when he called getting a rent-controlled apartment “like
winning the lottery.” But rent control does not benefit all renters. It would harm the far larger
group of people who seek rental housing after rent control is imposed. The progressive reduction
in the quantity and quality of the housing stock over time will increasingly face prospects with
“no vacancy” signs rather than available or affordable units. But the usual focus on current
renters as if they represent all renters hides that radically different treatment of present tenants
and future tenant hopefuls.
Another recent example is inclusionary housing policies, such as San Jose’s 2010 ordinance
requiring housing developers of over 19 units to sell 15% of their units far below their market
value. The mandated units were presented as proof politicians were “doing something” to
increase housing availability. However, the mandate increased the costs of non-subsidized new
housing, reducing the number of new non-subsidized units constructed. And the large decrease in
non-subsidized housing construction swamped the much smaller effect on mandated
construction, reducing the future supply of homes, raising home prices for everyone except those
who “win” a subsidized home, including everyone who met the same qualifications as the
winners. But looking at the lucky as representative of all prospective buyers again hides radically
different treatment.
Rental housing subsidies are still another violation of Brownowski’s insight. Those who meet the
program criteria are eligible for the subsidies. But funding is far less than sufficient to give aid to
all those eligible. Those who actually receive the aid benefit. But their subsidies increase the
market demand in that sector of the rental housing market, which harms all those who are
eligible, but who remain on nearly endless waiting lists, or give up, by increasing the rent they
must pay. Again, looking only at the lucky disguises harm to the unlucky from the same group.
Examples of this phenomenon also extent beyond the housing market. The minimum wage
provides another illustration. Supporters assert “the poor” will gain. However, in labor economist
Mark Wilson’s words, “evidence from a large number of academic studies suggests that
minimum wage increases don’t reduce poverty levels.” Yet even if “the poor” in aggregate
would gain income, we must ask how low-income individuals fare. They are often harmed. Some
lose jobs. Others lose hours of work. For those who keep their jobs and hours, on-the-job training
and fringe benefits will fall, or required effort will rise, to offset hiked wages. And higher current
wages are often less valuable than what is given up, particularly on-the-job training, which
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enables people to learn and earn their way out of poverty. Further, those with fewer skills, less
education and job experience face greater employment losses. But treating low-income workers
as if they form a single group disguises the fact that lucky low-income workers gain, while many
others lose, some to the point of being unemployable.
Beyond such examples are other related ones. For example, subsidies that go to one group—e.g.,
the elderly, young, poor, etc.—but not others, also increase the market demand for the goods in
question, harming those not subsidized by raising the market prices they must bear. That means
we must carefully investigate whether there is a sufficient reason to treat those affected in such a
disparate manner.
In the cases we have discussed, at the basis of policy formation, there is all-too-frequently a
failure to adequately distinguish like from unlike. Such failures in beginning premises can
undermine or invalidate policy conclusions drawn from them. Consequently, we need to question
current policies based on such errors and recognize similar errors as red flags for any new policy
proposals.
Gary M. Galles is a professor of economics at Pepperdine University. He is the author of The
Apostle of Peace: The Radical Mind of Leonard Read. This article first appeared in the October
16 , 2018 edition of Mises Wire.

COMMENT ON THE GALLES ARTICLE
BY JUSTIN MURRY
Swedish economist Assar Lindbeck said it best, "Rent control appears to be the most efficient
technique presently known to destroy a city – except for bombing"
It really depends on what form rent control takes place. When we know which form the city
takes (Prop 10 explicitly allows the three types), we will know what flavor of harm they'll inflict
on the city's poor.
Strict price control - This is the most severe form of rent control. Once the rent is set it stays
there forever until the jurisdiction permits it to increase. This is a great way to turn the city into a
wasteland. No one will build new units under this scenario and any time someone exits their unit,
probably as a result of the tenant dying of old age, the owner will likely hold that unit
permanently vacant until a critical mass of units empty, in which case the owner will then
convert all the units into condominiums and sell the property piecemeal. This is what happened
in San Francisco and resulted in a rapid gentrification of the previously price controlled rental
units, contributing to the homeless problem and driving lower income individuals out of the city.
The other manifestation will be lengthy waiting lists. Stockholm has wait times that average 17
years for vacancies in places like Kungsholmen. Half the city's population is sitting on a waiting
list for housing.
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Vacancy control - This is where the city allows rent increases, but places hard limits on either
percentage or nominal limit. Depending on the limit, this will either result in an identical result
as the strict limit or, if the limit is set higher than a normally operating market (say if housing
rents elsewhere are falling), owners will continue to raise the rents to the maximum permitted by
law to build into the rents early when rents are limited to less than market rent increases in the
future, pricing individuals out of their homes faster than otherwise.
Vacancy decontrol - This is the version practiced in New York City. Existing tenants won't ever
see their rents rise, but the empty unit is permitted to be rented at any rate which will then be
locked-in permanently for that new tenant. This creates a sort of prisoner effect. Rent controlled
units sell at a high premium - for the renter, it's to create a long-term predictable cost. For the
owner, they build in the lost rent increases from the controlled units into the newly vacated unit.
This radically drives up the price of vacant units, so people who are in their unit, even if
conditions would otherwise favor a move (such as a new job or new family member), the choice
will be to remain to avoid losing the favorable pricing. For new renters, either new to the area or,
worse, newly emancipated adults seeking their own home are up a creek because pricing is
insane. This creates a two-tier system - only the ultra wealthy and the poor who are actively
harming their lot in life by refusing to relocate are able to afford to live in the jurisdiction (again,
see NYC).
With Prop 10, if it looks like it will pass, I predict that landlords around the State will
dramatically hike rents on their tenants if they are prime targets for rent control units. Apartment
owners are going to want to get ahead of the implementation of laws by pricing in the present
value of all the lost future rent increases. Rents may very well be "stabilized", but they will be
stabilized at an inflated level, driving out the very people Prop 10 was intended to help simply by
threatening to pass it.
Justin Murry is a frequent commentator on various public policy postings.

ANNOUNCEMENTS
PLEASE SEE FOLLOWING PAGES
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SUPPORT COLAB!
PLEASE COMPLETE THE
MEMBERSHIP/DONATION FORM
ON THE LAST PAGE BELOW

MIKE BROWN ADVOCATES BEFORE THE BOS

VICTOR DAVIS HANSON ADDRESSES A COLAB FORUM
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DAN WALTERS EXPLAINS SACO MACHINATIONS AT A COLAB FORUM
See the presentation at the link: https://youtu.be/eEdP4cvf-zA

AUTHOR & NATIONALLY SYNDICATED COMMENTATOR BEN SHAPIRO
APPEARED AT A COLAB ANNUAL DINNER

NATIONAL RADIO AND TV COMMENTATOR HIGH HEWITT AT COLAB DINNER
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