
The Los Angeles Housing Department (LAHD) recently proposed amendments to the Rent Stabilization 
Ordinance (RSO) based on Economic Roundtable analysis. Beacon Economics analyzed the 
recommendations, supporting analysis, and assumptions, finding them flawed and misleading. Key 
indicators, such as housing burdens and real incomes, suggest an improving environment for renters.

Evidence shows homelessness is more closely tied to income loss, mental health challenges, and the 
disappearance of ultra-affordable housing rather than regulated rent increases. The most critical 
finding is that stricter RSO policies—lower caps, removing the Shelter Index, or eliminating the utility 
allowance—could increase rent hikes upon turnover and accelerate average rent increases. Below is a 
summary of our findings.

•	 LAHD recommends lowering 
rent caps to 2% in low inflation 
years and 5% in high inflation 
years.

•	 Turnover, not annual increases, drives 
nearly two-thirds of average RSO rent 
hikes. 

•	 Stricter caps may accelerate rent 
increases during turnover, which 
affects 40% of units every three years. 

•	 LAHD recommends replacing CPI 
with CPI-Less Shelter to remove 
“circularity.”

•	 The Shelter component is the most 
relevant part of the CPI for rent caps.

•	 Removing it would tie rents to 
unrelated factors like gasoline and 
shoes. 

•	 LAHD recommends removing 
the 1-2% utility allowance for 
housing providers.

•	 The study ignores LADWP and SoCal 
Gas data on actual utility costs, 
opposing Roundtable’s suggestion.

•	 Master-metered properties can’t 
absorb these costs, risking higher 
turnover rents and reduced 
affordability.

•	 Operating costs, like insurance 
(+17% in 20 months) and maintenance 
(+25% above CPI in a decade), have 
risen sharply. 

•	 The study overlooks variations in 
property age, location, and size and 
relies on outdated cost estimates.

•	 Debt service, capital expenditures, 
and reserves are real costs for 
housing providers.
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RENT CONTROL IMPACT

•	 Rent Registry data was not used 
to calculate actual rent increases for 
continuing tenants.

•	 The average rent data used 
combines both continuing and new 
tenants, making it difficult to identify 
clear trends.  

•	 Over the past decade, rents for 
continuing tenants increased 0.64% 
less than CPI inflation.  

•	 Rent caps are limits, not automatic 
increases. 

•	 While caps may have risen faster 
than CPI during low inflation years, 
actual annual rent changes have 
averaged about 0.5%.

•	 Smaller housing providers were 
harder hit during the pandemic, with 
higher non-payment rates.

•	 These housing providers collect 16% 
less rent per bedroom.

•	 Their revenue growth is limited by 
low vacancy rates, restricting their 
ability to adjust rents to market 
levels.

•	 Rent control often leads to reduced 
investments, steeper rent hikes at 
turnover, and a less flexible market.

•	 Expanding supply and offering 
targeted assistance are more 
effective solutions for LA’s housing 
challenges. 
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Rent control, while well-meaning, has unintended consequences, such as reduced investment 

in RSO properties, steeper rent increases at turnover, and a less flexible rental market. Stricter 

controls often fail to achieve their goals because renters, housing providers, and markets respond to 

financial incentives. Policies that expand supply and provide targeted assistance are better suited to 

addressing Los Angeles’s housing challenges.


