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FINAL REPORT OF THE PRIVATE _RENTED
SEQTCR  POLICY GROVE

Ihe Private Rented Seotor &s a percentage of the Tut'a.l Housin,
EEqu Eﬂai Er;tainl.

1900 ' " gom
1951 . _ 45%
1960 26%
1971 14%
Tec 1975 15.9%

The 1975 figure in¢ludes other tenures - housing
asscciations and tied cottages etc, which probably
mean en over-statement of about 4-d44%. .

1. The Tresent Situation

The pleture sghown by the abova table 583 that the private
rented sector has been eieadily declining aince the beginning
of the century but still contalns about 1 in 7 houses in our
national housing stock. There arse a verieiy of reagons for
this, Certainly the rise of the building sccieties and the
apread of owner vesupation, helped by the introduction of tax
relief on mortgege interesi and the abolition of Schedule 4,
hag occinclded with a mejor shrinking of the privats renied
market. People found increasingly that private lattings were
& sccially unpepular ferm of invesimeni. Rent controlsa mada
regidential occupation a poor invesiment compared with the
alternatives, Security of tenure severly diseouraged the
smaller landloxd from lettinmg., However the Introduction of
the 1957 Rent Aet showed no halt 46 thise decline, This Act
egtablished "ereeping de-control™but mey have hastaned the
decling in private renting by enabling landlordes to get
vacant posseasion and pell io owner occupieres, The major
regson for ihis wee thet most landlerds feared the leud and
peralstent Labour threats to reverse this lsgislation,

Yot only has there been & decline in the numbers of properties
& ailable for private renting, ithere hea also beesn a decline in
the quality of the stock, In Autumn 1971 the National House
Conditisn Survey showdd that 1.2 million houmes were "unfit for
human habitation" -~ of these about 640,000 wers privately rented
which was 54 per cent of the total er 23 per cent of the total
pumber pf private tensneisa, This ie moi surprising since 75
per eent of privately rentsd houses were built before 1919 and
rent conirole imposed since then have not made it worthwhile
either to build for letiing or to keep existing investments in
decent repeir, Under Labour's 1969 Bousing Act improvement
grante have tended 1o go to owner occupler accommodation which
is already much betier maintained. In 1971 only 23 per cent
of improvement grenta went to private tenancies; = total of
46,174 grants were avthorized when, as previoualy siated, over
600,000 properties were unfit, The gpread of General Improvement
Areas and the introduction of Housing Action Argas under the
Housing Aet 1974 may however imgrove thie poaition to some extent.
Specially genercus improvement granta are available in these
areas for private lardlords and owner ocoupiers.

*This meant ihat when 3 tenant died or moved, the property dame
out of conircl,



* . ‘
Labour'ts hoatile attitude to the privete landlord 1s

getiing stoadily more merked, It is now clear that even

Labour 'moderzates' like Anthony Crosland declsre at least

in public that there 1 no long term future for the private

landlord. The continuirg threat from Labour can be shown hy

‘e spummsry of their recent legislation which has affected

the private rented sector,

The Rent Aet 1974

Rent lagislation before this act had divided the private
rented sector into two sectilons; furnished and unfurnished
accommodation, The Rent Act (1974) changed thie to a
division between accommodatipm under the same roof as the
landlord and socommodaiion where the landlord ia an absentez,
Tenante -in furnished lettinge where the landlezd ia an
abgenice now have security of tenure whereas tenante in
unfurnished leitings where the landlord is also in cecupation
lest security of tenure for any new lettings although exiat-
ing tenants in thede cases were not affected. The pravious
pelicy group on the private ranted sector auggested that iheve
should be an end to ihe artificial distinciion betwesn furnishe
and unfurnished tenancies which has pow been embodied in the
Tabour legislation and the present group also holds 4kis view,
without in any way accepilng the seourity of tenure provisions
contained in the Rent Act 1974.
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Tenants in shared acoommodation cazrn apply to the
Rent Tribunel for six months security of tenure which is
technically reneweble lndefinitely. In praciice this ie
unlikely to happen but the difficulties of securing evigtion
even here probably acts as a deterrent to lettinog rooms out
and sc encourages underoccupation, Bven more strangely, the
Aet gives security of tenure %o tenents in owner occupied
accommsdstion on 4 second fized ‘term letting to the same tenant.
This provision encourages eviction,

The Housing, Rents and Subsidles Act (1975} .

This Act ends the precedure of de-gentrol af controlled
1enancies by reference to their rateabls value as was the
practice under -the Housing Finance Aot {1972), Properties .
now have to have the basic amenities snd the landlord in
addition must satisfy the local authority that the propsrtiy
is 1n reasonable rapair, 124 per cent towards the coei of
Tepairs can de compoundsd into the rent but otherwise ihe rent
repains frozen until the local authority de-coantrels the
property when ihe rent officer registera the property and the
reni can be phased to a 'fair' rent level. Improvement granta
are also available for up to 90 per eent of the eligible expanse
1limit of £3,200 for hardship cases in Housing Action Arsas under
the Housing Act (1974). However & landlord must gusrantee %o
keep his property in the rented sector for 5 years or repay
ihe grant.

However on November 20th 1975 at Bastbourne the then
Secretary of State for the Envirenment did announce a review
of the Rent Acts which he admiited had become. 'an impenetrable
jungle for the responsible and the irresponsibie lendlord alike?,
He naw the neod to' 'ease the passing! of the private landlord.
One can only hope that the findings of the reveiw (due in 1977)
will bring about &t least & pariial chamge of attiiude in the
Labour Party. There 1a wing evidence of publlic awareness
of the damaging effects of the Rent Act.but.without any responses
from Labour, the esseniial job of brihglng more rented properiy
into use will be fez morea Aifficult. .
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2, Polioies for the Existing Stosk -

A. Sepurity of Tenurs

The security of “terure vrovisions in ihe Rent Acts 1965
and 1974 have particularly discouraged the smaller iandlord
who hap moet need 1o be able to regain possession of his
property at relatively shert nétlde, TIn contrest the investor
landlord ia far more concerned with his return on ecapital
investment,

The OCroup feels that in some areas of the country
and in partieular Iin the areas” of grestest housing
Atress there iz a -eonilnuing need fox wecurity
of ténurs. * -~ On ‘the other hanu tnere is the need 4o
onable an owner of properiy to regain what i1s his ohen it ie
fair and right thai he should have it, Insufficient legal
protection of the {enant leads, in times of shortege, to
exploftation in which the lowsr income seciion of the commnity
suffer most through rentsd they -are unable to afford -and threats
of evicticn, Tos much protection leads equally {o hardship

. amongsi the poorer landlerde, who form the majority and makes
them vulnerable, frequently iz their cwn homes, to unsorupul=-
cus tenants. e recognize the need for a balanced appreach
in this sensitive fleld and recommend the following proposals:-

1, The Sroup belisves that fn cert ar of the co

piiut schemas of ¢ ete de-contir ﬁ% Te E Dleme: §"a %ar
of the Rent hct (1968).
he advice o stata Agents and other profeasionala could be

aought ae to which parts of the country could best benefit,

In order for these experiments to be succeasful it ia essential
that these areas be of 1za: - These would need to
be gomething 1like the slze ol a oounty. If they prove successful
one would then ambark on de-control daswhere. The Group does
recognise, however, that in some cages landlords wiil take ihe
onportunity 4o sell up to owner occuplers or local councils to
avold re=imposition of contrel by & future Labonr Govermment.

2, Particulerly in the major comurbations gecurity of
tanure should remain for exiating tenants. A change may well
be necessary, however, tc 'hrj.n,g into usa the large number of
propertiea at present st and to encourage landlords
1o keey avajlable for letting 8& propertlies which become

v in the future. Sir Brandon Rhys-Wiillams' echeme for a
ew. form of short lease fenmure was agreed 1o nhave much merit,
During the period of the lease the tenant would have
geeurity of tenure but the landlord would bo entitled to vacent
possession at ithe erd of the lease if he wanted, unlesa ke -
wanted it merely to put in a different tenant. A
poricd of leome would be necessery which could be extended if
both parttes wished, The schema would apply to bath furnished
and unfurnished accéemmodetion and the. rent weunld be fixed either
by sgresment or on application by elther Eaxty to the Rent
Officer with appeal to a Rent Asuesament ommittee oF its
succesnor (see later),

Whilat the group prefers the 1dda of ahort tezminable leases
we are not oppoged to the scheme inireduged by the North Wilishire
District Council. This scheme involves the local authority
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taking on a lease from the landlord and sub=letting to the
tenant who thus becomea & coungil tenant with no sacurity of
tenura. We understand thet 38 lapdlords have sy far taken
up the offer which would represent a useful addition to the
ateck of available rented accommodation Af every dlstrlct
counoil 4id the same, @0 councila arve mow in faot cperating
the scnemsl. The Croup is soncerned how yer that if -
councils fail to move tenanta at ke snd of a lease, they
would become fully protected tenanta. We comnsider it
eassential that the status of the ienani should be established
unequivotally as that determinad by the lease between the
landlord and the logal authoriiy. Ay a pafeguard against
Wphackdoor" municipalization s local authority ghould give an
undertaking not to munieipalisze for a perlod of years. If
this undertaking wae breached by ihe Rocal suthority the
landlord ehould have access to the Courts for a reasonzble
sum of damages.

3. Students The Group fesls that stvdent accommodation
registered wiih an approved university ox educational instit-
ution sheuld be exempt from the sescurity of tenure provieiona .
of the Rent fota. A letter was seni to all universities
snd polytechnics in England and Wales, 45 replied of which
18 were in faveur of such a achemo, Of the remalnder many
found accomnpdetlon for their students in halls of residence
and therefore felt that the scheme wea mot really of mach
relevance to their particular needs although in no way oppoaed
%o it being intredugsd for the benefii of other areas.

4, Flats over Shops: = Many flate over shopa are af
present left empiy because the shop owner wishas 410 ensure
that they are available if and when he mey need for shop
ataff or io #ell on retiremeni. An additional problem ia
that in aone cases socceds to the flat would be throwgh the
shop ard the landlord needs to B&8ble to regain poassbsion
if he has any doubis at all about the nonesty of h s tenant.

5, Inheriied Properties, During probate of will, often
taking many menths, properties. are ofien lef4 empty. The
execuiors of the estate should be empowered to let the pcmperty.
free of security of tepure up to B time of two years.

6. Uase 8 Rent Act 15:1%. At present an owner cen claim
poaseaaion e requires the property for his own occupation
or for members of his family. However the gwmar ‘has to prove

J greater hardship than the tenant and 1t 18 suggeatsd that this

provision be removed for ihe owner himself alibough not for a
member of his family, Furtper the Group feels. that the Court
should grant sa order for possesalon if it is satisfied thal
the owner needs to sell the preperty in order to tuy ancther
home elsewhers beceuss of, for instance, a new Jeb ina
d1fferent part of the countiry.

7. Pixed Tern Le-lt%gs. The Group feels very otrengly that
owner oceuplera aacu = able to give second or subs quent fixed
term leitings to the same tenant without tnat tenant getting
full security of tenure. Tt ig aveurd that a tenant .ho geis
on well with the lsndlord should be svioted becansethe landlord
has no resl option if he wishes to mainialn control of his own
home, ~ If 'shertholds' were introduced (sea above) ho furiher
aotion would be needed hers. .
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The Group is concerned at the complexity of the Rent
Aots and the difficulties created by more exceptions and
ancmalied, Nevertheless we believe thai in advance of
the findings of the review of the Kent Acts, thewse changes
are fully justified, i

B. Court Progedures

The Group is concerned at the. number o bodies with
jurisdiction In the field of lardlord tenant relations.
The delsyd, and expense experienced by landlords in removing
bad tenants is one important weason. wby propertles are not re-let,
Court procedures in the field of landlord-tenant relations
ghould be reviewed with the possibility of amalgamating ihe
overlepping jurisdictions of Qounty Qourt, Magistraies, Rent
Tripunale end Rent Officers. The -solution protvably liea
in setting up a new landlord/tenant court to deal with
all questlons in this fleld, .- - "

T, Lmprovement Grants

whilst thie area ia not the responsibility cf the Group,
we wish to make some obServationa, FPirst we weleome the
inerease in rateable value limits for conversiona since .
this will enccurage a reductlon in underoccupation. —However
211 the evidence suggests that landlords are not making suffic-
ient use of improvament grants, There may be socpe for
specially favourable granta fox, private landlords previded
that they guarantee to leave their propertiy available for
renting for say tive years and first offer it ic a local i
aulhority or housing association if they sell within that period

D. Conirolied Dwellings

A" present the rents charged for these houses ore ridicul=
cusly low, The only increage allowed is 12% per cent of the
coat of repair, The group strongly balieves that these
properties sho1ld be smponirolled as quickly ad “possitle with
rents bainz phased to falr rent levels. Rent allowances are
available for poorer tenants and the Rent Officer will iake
into account the state of the properiy in fixing the new rent.
The only result of present rent levels ls s contlnuing deterior-
ation of tha propertles in some cases to toial derliction, II
specially senerous grants were made available to landlords to
inatal the bagle amenitiea, the Rent Officer could Lnsist that
ihey were installed within 5 years of the de-control with .power
ic return them o contrsl in the event of a dafault.

E. Renta

A recent survey carried out by the British Property
Poderation showed that the awerage net return for unfurnished
regulated tenancies wag juat over 1,8 per cent, Unfurniched
conirollad tenancies yislded & meagre 0,65 per cent, The
present distinoilon beiween 'fajy! Teats for non-resident
landlords end ‘reasonable! rents for resideni landlords is
anomalous and shonld be dispsnsed with. The Group believes
that a new syatem should be intrcduced baged qu g fair
T n capitel value for the landloprd, The renl phasing
Trovisions o ThE, Henty . dies Act (1E75)
merely ensures that ragulated refita become out of dgte before
they can be collected. -The-Group feela that 1f triennial
pent reviews are to continue, any resultant rent increases
ghould be payeble immediately. . :
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The %ueetion of finsncial #eturn on residentisl investi-
ment 18 of far more concequence ® the imvestor landlord than
security of tenure since s type of landlord l1s cnly really
concerned that the iensnt pays his rent, provided this happpna
he 1s not really concerned to switch fenants Degauss there ls
no financiel beneflit in deing ao.

3, The Private Tepent

The Group took evidence from representatives of various
tonantst associaticm A8 a result cf that meeiing we propose
the followingz. . .

1. iny legislation glving council and new town tenants the
right to buy should also give sitting tenants in the privaie
sector the right 4o _firet refu . e ce {without
vacant possession)y Long saho lders at low ra le values
already have the righi to buy the freehold.

2, There is some evidence that serviee charges for .
mension vlocks ere excesslive, It may bte necesaary ic tighien
up the provision relating to servies charvges contained in the
Housing het 1974, .

3, The level of take-up of rent allowances is at present
very low, Tor furnished tensnts the teke-up ls about 5-10
er cent and for unfurnished tepants about 25-30 per cent.
he Group stirongly believes that if progress is to be nade
towerds realistic rent lavels, this lavel must be Lnoreased.
Field studies on the reepons for low ilake-up and more adweri-
iging are certainly required.

4. In many blocks of flats, there im & growing demand for
cowowrership particenlerly when they are scld. in the event of
e baniruptoy for instance, The Greup sirongly believes that
Woum be encouraged aa a form of half-way house
clween oW ; and renting, Rowever the.existiing structure
of co—owncrehip tends to thredten the righte of individual

tenants, In any review of oo-cwzership this problem merits .
serious eensideration,

Tt is vital that our poliey for the rented secior 18 sold
1o the public as a fair poliey betwsen landlord and tenant,
Iz particular that we have no intention of removing securiiy
of temure for exieting tenants until and unless iere is ample
evidence that such & move would not prodice hardship.

4, Ficancial Incentives

1. Resideptisl Lafidlords, Ths Group believes that the
lévying of Capital Gains Tax bn resifient landlords who aall
their properiy should be discomtinued. Our suxvey of the
universities sugzesied thet this was.a major dlpincentive
in some parts of the cowniry. The Group alsc believea that
residentlal landlords ghguld no longer be liable {o schedula
B tax on their rental income.-

2, Incantives for new investmBnt -‘in'bu%;diﬁg . The
Group 8 considerabla. merit ik sxtending tax depreciation to
residential property as is the case at the present time with
industrial property. Hewever the Group reco oes thet
expenditure orn this area shonld be clesely rélated to ihe
expected benefits to be derived An the form of new capital
investimant.




5. HNew Investmant

The Group is frankly doubtful about the possibilities of
any eignificant new investimeat in building for letting fer two
resascnd. First the unavowed hestility of the Iabour Party and
second the very high renta that would be needed 4o ensure a-
rate of return comparable with other invesiments. However,
the Group did take evidence from John Heddls, and Vivian
Linacre who outlinad their propesal® contained in The Grc
pefiphlet YA New Lease of Life®, They recommend the encour-
agement of & majoer expansicn of new building for lsaseholdera
et market rents, We are frankly doubtful whether inatitutional
investment would be avallavle for this type of development given
the politieal dangsre from Labour, The renis needed would be
vary high indeed and they suggested that tax relief should be
avallable on rent payments. No doubt council tenants would
want this as well and 1%t would be enormcusly expensive.

Sir Yeith Joseph has suggested an indemnity fund for new
investors In residential accommodation for letting which would
be made avallable 1f Labour reneged on the new policy. ‘ie
have not had time to examine thia idea in detail but consider it
merits very serious consideration.

6.  The Group Pelieves strongly that the Iabour Party's

policy of municipalizing the private rented sector is extremely
coatly and socilally undesirable, The private landlord offera

a varjeiy of aceommcdation and in partioular ansures that the
single and the mobile whe do not néed long term security of
tenure can find a home. Reveraing the long and ateady decline
of the private rented sactor will be a very difficult task

but at the very l.ast the Group Lelieves it esmentlal 1o Keep

in existence a considerable stock of houses available for private
renting,
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