Rent Stabilization Ordinance

A cap on rent increases that helps reduce displacement

(Photo courtesy of Bernard Spragg)

The Impact

Rent stabilization ordinances (RSOs) protect renters from displacement caused by
unaffordable rent increases and prevent the loss of socioeconomic diversity in communities.
Preventing displacement is essential to maintaining the stability and well-being of individuals
and communities. Displacement disrupts connections to local social networks, schools, and
jobs, leaving individuals without the essential support systems and resources they rely on.

In addition, local RSOs help preserve the pool of affordable housing and can
complement policies aimed at increasing availability of affordable housing.

Description

Rent stabilization limits the amount by which rent can be increased within a one-year
period, ensuring that rent hikes on older rental properties remain reasonable. These ordinances
help families and community members stay in their homes even if land values are rising. Rent
stabilization ordinances that include Just Cause Eviction and other renter protections, as seen in
Mountain View, can further enhance stability and help renters remain in their homes.
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Where It's Been Implemented

Fifteen cities in the San Francisco Bay Area have adopted rent stabilization policies,
including three in Santa Clara County and one in San Mateo County. These include San Jose,
Mountain View, and Los Gatos in Santa Clara County, and East Palo Alto in San Mateo County.
In San Jose, rent increases for all multifamily buildings built before 1979 are capped at 5%. The
Mountain View’ RSO limits rent increases to 100% of the Bay Area region Consumer Price
Index (CPI) increase from the previous year, with an annual adjustment that cannot exceed 5%
or fall below 2%. Los Gatos caps rent increases at either 5% or 70% of the CPI, whichever is
higher. East Palo Alto imposes a 10% cap on rent increases. The differences in eligibility criteria
among these programs result in varying proportions of rental units covered by rent stabilization
policies: 29% in San Jose, 48% in Los Gatos, 69% in Mountain View.

Key Drivers

Many cities and housing units are not covered by local rent stabilization ordinances. In
1995, California State lawmakers passed the Costa-Hawkins Rental Housing Act, which
significantly changed how cities implement such ordinances. The Act exempts single-family
homes and any housing built after February 5th, 1995, from rent stabilization. It also prohibits
cities from capping rent increases when a rent-stabilized tenant vacates, allowing landlords to
set new market rents. The Costa-Hawkins Act has had a lasting impact on how cities can
enforce RSOs and is a critical factor to consider when evaluating rent stabilization policies. A
temporary (2020-2030) state law, California Tenant Protection Act of 2019 (AB 1482), caps
annual rent increases for multifamily housing built within the last 15 years. As an example, the
increase is limited to 5% plus the percentage increase in the San Francisco CPI, with an
absolute maximum of 10%, even if the CPI is higher. The maximum percentage increase can
vary by jurisdiction.

Beyond state influence, local communities also play a significant role in rent stabilization.
In Mountain View, a city with a majority of renters, the community pressured elected officials to
address rising rents and evictions. As a result, a local initiative was placed on the ballot in 2016
to establish rent stabilization and just-cause eviction for renters. The initiative passed, and the
ordinance remains in effect today.

Key Factors for Success

Several key factors contributed to the successful implementation of Mountain View’s rent
stabilization program after the 2016 ballot initiative passed. City officials were responsible for
designing and implementing the rent stabilization program from the ground up. This was a
daunting task, as noted by an official from the Rent Stabilization Division of Mountain View, who
emphasized that success required adequate staffing, funding, city support, and expertise in
program implementation. To build this knowledge, city officials consulted with colleagues from
other cities with established rent stabilization programs. They also utilized an online forum
dedicated to cities in California that have or are in the process of implementing rent stabilization,
which proved to be an invaluable resource.

Key Obstacles

Rent stabilization is unlikely to pass if a city’s population includes a significant proportion
of homeowners or landlords. Support from both the city council and the broader community is
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essential. The official from Mountain View emphasized that landlords can hold considerable
influence in local communities, which can make city councilors hesitant when deciding whether
to support rent stabilization initiatives.
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