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Across the world, approximately 1.2 billion people live in rented accommodation. This article attempts to
summarise how that situation has come about, what role renting plays in the housing systems of
different countries, and how governments might improve their policies towards the rental sector. The
paper is premised on the assumption that rental housing is an essential ingredient in any shelter pro-
gramme and laments the reluctance of so many governments to have paid it attention in recent years.

© 2015 Elsevier Ltd. All rights reserved.

1. The development of rental housing since 1970's

Today, approximately 1.2 billion people live in rented accom-
modation.! The general policy trend across the globe since 1970s
has been in favour of home ownership. Table 1 shows that in most
countries, the proportion of tenants has been in decline. Where it
has increased, mainly in poorer countries, the answer lies in the
move to the cities. Renting is essentially an urban tenure and as
massive waves of people moved to the cities, the proportion of
tenants increased.

The nature and incidence of rental housing varies considerably
between countries but the experiences of three blocks of countries
are distinctive and will therefore be discussed separately: advanced
capitalist countries, former communist nations and the countries of
the so-called South.

1.1. Advanced capitalist countries

Until relatively recently most urban households were tenants.
Around 70% of households in England and Wales were still living in
rental housing in 1945. Much of this housing was provided by

* 13 Eastlands Crescent, Dulwich, London SE21 7EG, UK.
E-mail address: a.gilbert@ucl.ac.uk.

! The 54 countries with data on tenure calculated since 1995 are included in the
calculation. The proportion of tenant houses/households is multiplied by the na-
tional population calculated at mid-2010 by Population Reference Bureau. The
percentage of tenants in those countries is then calculated as the sub-total rental
proportion. This percentage is then used to calculate the number of tenants in those
countries without tenure statistics and the two sub-totals combined to provide the
estimate of the number of tenants worldwide.

http://dx.doi.org/10.1016/j.habitatint.2015.11.025
0197-3975/© 2015 Elsevier Ltd. All rights reserved.

private landlords, most operating on a small scale (ONS, 2013). By
the middle 1970s the tenure balance had changed in most countries
because of the spread of home ownership: a direct outcome of
suburban development and the growth of mortgage finance sys-
tems (see below). Today, a majority of Europeans own or are buying
their home (EUROSTAT, 2014).

By the middle 1970s, the form of rental housing had also
changed as a result of the growth of government social housing
programmes, particularly in northwest Europe. A large proportion
of the public housing stock took the form of high-rise, subsidised,
rental housing (UN-HABITAT, 2011a: 9). In Glasgow, public housing
for rent accommodated around half of the population.

The world recession of the 1970s led to a rise in poverty and
unemployment in many European cities and living conditions in
many high-rise housing estates began to deteriorate. In France,
unemployment badly affected the population living in the grands
ensembles and with the arrival of increasing numbers of immi-
grants, more affluent households fled. Too many estates became
slums, accelerated by “the deficiencies and failure of post-war
public housing policies and management” (Van Kempen &
Musterd, 1991: 83).

Public housing was also becoming increasingly unaffordable for
cash-strapped governments. In the United States: “the original
notion of public housing was that government would build these
projects and they would afterward be self-sustaining, using rents
for upkeep. But over time federal and local policies demanded less
and less of a contribution from public housing tenants so that the
projects could no longer get by on rents. Many have fallen into
disrepair, with some $30 billion in deferred maintenance”
(Malanga, 2010).

The neo-liberal shift: The election of Margaret Thatcher in the

10.1016/j.habitatint.2015.11.025

Please cite this article in press as: Gilbert, A., Rental housing: The international experience, Habitat International (2015), http://dx.doi.org/



mailto:a.gilbert@ucl.ac.uk
www.sciencedirect.com/science/journal/01973975
http://www.elsevier.com/locate/habitatint
http://dx.doi.org/10.1016/j.habitatint.2015.11.025
http://dx.doi.org/10.1016/j.habitatint.2015.11.025
http://dx.doi.org/10.1016/j.habitatint.2015.11.025

2 A. Gilbert / Habitat International xxx (2015) 1-9

Table 1
Proportion of tenant households by country.

Country Year % Tenants Year % Tenants
Advanced Capitalist countries

Australia 1981 26% 2007-8 28%
Canada 1981 36% 2006 32%
Finland 1989 23% 2010 26%
France 1978 43% 2009 37%
Germany 1981 63% 2005 53%
Japan 1978 34% 2003 39%
Netherlands 1981 56% 2009 32%
New Zealand 1976 27% 2001 33%
Spain 1980 23% 2009 17%
Sweden 1975 56% 2009 30%
Switzerland 1981 67% 2000 65%
UK 1981 43% 2009 30%
USA 1980 36% 2010 33%
Former Communist nations

Bulgaria 2009 13%
China 2005 9%
Czech Republic 2009 23%
Hungary 1980 30% 2010 10%
Poland 1974 51% 2009 31%
Romania 2009 4%
Slovakia 2009 11%
Slovenia 2009 19%
The South

Argentina 1980 16% 2001 11%
Bolivia 1976 15% 2001 21%
Brazil 1980 23% 2010 18%
Chile 1982 31% 2002 18%
Colombia 1985 24% 2005 31%
Dominican Republic 1981 22% 2002 28%
Ecuador 1982 23% 2006 18%
Ghana 2010 31%
India 1981 16% 2011 11%
Indonesia 2010 21%
Korea 1975 33% 2010 42%
Mexico 1980 21% 2010 14%
Peru 1981 15% 2007 15%
South Africa 1999 36%
Taiwan 1976 20% 2007 12%
Thailand 2000 11%
Tunisia 1975 14% 2004 23%
Turkey 1985 23% 2006 39%
Uruguay 1975 32% 2006 15%
Venezuela 1981 18% 2007 10%

Source: Respective national housing and population censuses, UNCHS (2003: Ta-
ble 1), UN-HABITAT (2011: table 6).

UK, Ronald Reagan in the USA and right-wing governments in
Germany and Japan led to a distinct shift in public policy. Social
housing for rent was increasingly sacrificed on the altar of private
home ownership. In the UK, council house tenants were given the
‘right to buy’ and offered up to a 50% discount on the price of their
home. Between 1980 and 2003, 1.7 million houses were sold in
England by local authorities or housing associations, and 2.2 million
in Great Britain as a whole (Munro, 2007: 247).

During the relatively prosperous 1980s, most governments
encouraged people to buy their own homes. New banking systems
emerged which provided the middle and upper working classes
with necessary finance. Some governments encouraged home
ownership by offering tax relief on mortgage payments, reducing
the cost of owning relative to renting. And, as average incomes rose,
more and more families could afford to buy. Gradually, strongly
encouraged by the propaganda of both governments and the
building industry, families became convinced that home ownership
was part of their ‘culture’ and a key indicator of their social position.
In places, and particularly in the most ‘liberal’ housing markets, the
shift to home ownership was dramatic: in Spain, the proportion of

home owners increased from 51% in 1960 to 91% in 2002 (Pareja
and San Martin, 2002: 284).

The move to home ownership was clearly popular with voters
(McCarthy & Quercia, 2000; Saunders, 1990). It also allowed fam-
ilies to make money, rising property prices allowing home owners
to subsidise current expenditure and to provide themselves with a
guaranteed pension in the future. Ownership began to play a key
plank in the welfare state (Groves, Murie, & Watson, 2007: 190). If
more people could be encouraged onto the ownership ladder, the
old-age finance problem could be solved. The only difficulty was
that, despite all pretence to the contrary, not everyone could afford
to buy (see below).

Two significant exceptions to the above account should be
mentioned. Owners account for only 34% of households in
Switzerland and 42% in Germany. In the largest cities, very few
Germans or Swiss own their own homes: in Berlin, 11%, Geneva, 16%
and Zurich 23%. In those countries, tenure-neutral policies have
meant that a majority continue to rent (see below). In both coun-
tries governments have generally followed tenure-neutral policies
which have reduced the incentives for home ownership and
maintained the opportunity for large numbers of families to rent. In
Switzerland ownership has also been limited because housing is
expensive and because Swiss mortgage lenders require a down
payment of at least 20% which puts ownership out of the reach of
poorer households (Bourassa & Hoesli, 2009: 2; Werczberger,
1997). In addition, owning a house is not as financially rewarding
as in many other countries and house prices have been extremely
stable when compared with trends in most other developed
countries (The Economist, 2011).

If the desire for ownership has been constrained, various factors
have encouraged investment in rental housing. In Switzerland,
letting accommodation has always been sufficiently profitable to
encourage continued investment by a range of investors and, in
Germany, the supply is supplemented by a substantial social
housing sector (Voigtlander, 2009: 355). Rental investment has
been maintained even though rent controls operate in both coun-
tries. In neither country is renting a tenure about which a house-
hold needs to feel shame. There is little social discrimination
against tenants: “German households have always had an alter-
native to homeownership, and they have apparently been glad to
make use of it” (Voigtlander, 2009: 362). In Switzerland, the rental
market works relatively well. There is general consumer satisfac-
tion, continued investor interest and few tax benefits to owner
occupation.

1.2. Former communist countries

Communism emerged in Eastern Europe, China and Cuba after
the Second World War and the state typically promised to provide
housing for the people. In the USSR and Eastern Europe govern-
ments built high-rise rental housing on a large scale and in China
state-owned companies provided accommodation for their
workers. Private renting was greatly constrained and actually made
illegal in China and Cuba. Public rental housing came to dominate
the housing stock in most Communist countries. In 1990, it
accounted for 65 per cent of the housing stock in Estonia and 51 per
cent in Lithuania (UNCHS, 2001a: 88).

Compared with public housing provision in advanced capitalist
societies, rents were set at very low levels. In 1991, rents in China
took only 1% of an average worker's income and 0.7% of a house-
hold's total expenditure (Zhang, 2000: 195). Housing provision
formed part of the social wage with the cost being paid out of
general taxation. It also provided wholly secure tenure, eviction
was virtually unknown.

Where the Communist housing system often failed was in
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providing decent housing. The quality of much of the high-rise
housing was often of dubious standard, the “result of the decision
to use the cheapest forms of construction materials and methods”
(UNHABITAT, 2011a: 11). In China, housing was often terribly over-
crowded with average living space per capita falling from 4.5 m? in
1952 to less than 4 m? in 1978 (Zhang, 2000: 197).

Post-communist Europe: With the return of democracy to
Communist Europe after 1989, the nature of housing provision
changed beyond recognition. The large stock of public housing was
generally sold off; 1.4 million units in Poland, 410,000 in Latvia and
327,500 in the Slovak Republic (UNHABITAT, 2011a). “By 1996, 41
per cent of flats in Moscow had been privatised and 59 per cent of
those in the Russian Federation as a whole” (Grover, Munro-Faure,
& Soloviev, 2002: 43).

Home ownership was the new holy grail and “Bulgaria, Estonia,
Hungary, Kyrdyzstan, Romania and Slovenia [soon had] owner-
occupation levels in excess of 80 per cent” (Grover et al.,, 2002:
45). However, in a few places, the elimination of rent control and
the privatisation of public housing encouraged the development of
a significant private renting sector (UNHABITAT, 2011a: 34).

In China, a similar shift occurred as the government shifted from
a centrally-planned to a market-oriented system (UN-HABITAT,
2011b: 43). “Housing reform in China ... proceeded on two
tracks: privatization of public housing and development of a new
private housing sector” (Logan, Fang, & Zhang, 2010). “By 2002, 80
per cent of public housing had been sold to its occupiers”
(UNHABITAT, 2011b: 8). Unlike the situation in Eastern Europe,
however, the Chinese invested heavily in new housing. This
brought a major improvement in housing conditions: “China has
actually increased its reported urban housing space per person
from 6.7 square metres in 1990 to 9.3 square metres in 1998”
(UNHABITAT, 2011b: 19—20).

While the social housing stock declined dramatically, the gov-
ernment did not abdicate entirely from the obligation of housing
the poor. In 1999, a low-rent housing programme was introduced
for highly deprived urban families (Guowei, 2007: 29). And, even
though many local authorities were reluctant to finance it, it still
provided housing for 550,000 low-income households
(UNHABITAT, 2011b: 45).

However, one significant urban group was largely omitted from
the Chinese housing equation — the 200 million or so persons who
had moved to the cities over the last two decades (Stephens, 2010).
These migrants were poorer than official urban residents and were
entitled to few of the state benefits available to those with estab-
lished hukou rights (Wu, 2010). Most of the migrants rent rooms or
small apartments in so-called urban villages (Wang, Wang, & Wu,
2010). These villages typically contain high-rise buildings devel-
oped without planning permission. Accommodation is cheap only
because so many people crowd into the available space. A further
problem is that many local governments are redeveloping the vil-
lages, displacing the resident population to ever more peripheral
locations (Tomlinson, 2012; Wu, 2004).

In Cuba, “the 1960 urban reform law expropriated rental prop-
erties not occupied by the owner, abolished mortgages, and gave
renters the right to purchase the dwelling with monthly payments
to the state over a 20-year period. This law eventually assured most
of the population ownership of the house in which they lived, while
the rest of the population paid rent equivalent to 10% of their
salary” (Mesa-Lago, 2011: 56). However, housing figured low in the
list of Cuban government priorities and different phases of policy
including Soviet-style public housing and the formation of micro-
brigades were undermined by the failure to devote sufficient
public funds to the task (Brundenius, 2002; Hamberg, 1990). In
addition, the prohibition on both sales and renting discouraged
private sector investment. The result has been over-crowding, poor

maintenance and limited residential mobility. Several generations
of a family are often forced to live in the same house and many
divorced couples cannot find alternative accommodation.

1.3. The South

The private rental market dominated the housing stock of most
towns and cities until recently. In 1960, for example, only 21% of the
population of Mexico City owned or were buying their home
(Gilbert, Camacho, Coulomb, & Necochea, 1993). And, rental
housing still houses substantial numbers of households in cities like
Accra and Bogota (Table 2).

Public housing had emerged as early as the 1920s but con-
struction on a large scale was common only in a handful of places:
in petrol-rich nations such as Saudi Arabia, socialist regimes such as
Egypt (under Nasser), the apartheid regime in South Africa, certain
cities facing massive influxes of refugees, such as Hong Kong and
Singapore, South Korea, and ‘planned’ cities such as Brasilia and
Ciudad Guayana (Fong, 1990; Grimes, 1976; Ronald & Jin, 2010;
UNCHS, 1989). Some of this housing was sensitively designed and
constructed, although the quality generally deteriorated as the
years went by. Most public housing was allocated to tenants but it
soon became apparent that few governments were effective social
landlords (Gilbert & Varley, 1991; UNCHS, 1989). Rents were set too
low and few agencies managed to collect the rent or to evict non-
paying tenants. In the light of this experience, virtually every
Latin American government decided to sell the existing rental
housing stock and resolved in future only to build public housing
for sale. Only in Korea has there been some effort to construct
public housing for rent, even though much of the stock will even-
tually be sold off to the tenants (Ronald & Jin, 2010).

Most people in Africa and Asia lived in poor quality accommo-
dation, often lacking access to water and sanitation. With national
populations increasing at rates over 3% per annum, and annual
growth rates in the cities often above 5% the housing deficit rose
inexorably. Government housing policies could rarely cope.

The shelter problem in the cities was resolved in part by the
poor continuing the rural tradition of building homes for them-
selves. With improvements in transport technology, particularly
the arrival of the bus, cities could spread outwards. Most govern-
ments realised that they would be unable to house the growing
urban population, so they usually turned a blind eye to informal
housing and in many places even encouraged it for electoral rea-
sons. The phenomenon of self-help housing meant that de facto
ownership spread in a way unknown in most of nineteenth century
Europe. Soliman (2004: 201) estimated that 62% of Cairo's popu-
lation and 72% of that of Alexandria lived in areas that were

developed informally. In Brazil, informal submarkets and
Table 2
Tenure in major cities of the South, 2005—2010.
City Households owning or purchasing their home (%)
Bogotd, Colombia 46
Barranquilla, Colombia 66
Sao Paulo, Brazil 70
Lima, Peru 78
Cusco, Peru 68
Chimbote, Peru 92
Johannesburg, South Africa 55
Santiago, Chile 73
La Paz/El Alto, Bolivia 55
Accra, Ghana 41
Bangkok, Thailand 54
Mexico City, Mexico 76

Source: UNHABITAT (2011c); Calderén-Cockburn (2012: table 10)
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household self-help initiatives have been estimated to account for
approximately three-quarters of all housing production between
1964 and 1986; and in Mexico informal housing construction
accounted for more than half of the housing units built between
1980 and 2003 (UN-HABITAT, 2011d: 8).

Self-help construction largely explains the rapid increase in
home ownership in the South, particularly in cities where the poor
were permitted to occupy land informally. In Chile in the late 1960s,
in Venezuela after 1958 and in South Africa in the early 1990s, the
invasion of land was encouraged by political parties in their
competition for votes (Crankshaw & Gilbert, 1999; Gilbert & Gugler,
1992). Even the military regime of Manuel Odria in Peru (1948—56)
was happy to distribute public land as a cheap method of winning
popular support (Collier, 1976). Elsewhere, the process of informal
development occurred more slowly because peripheral land was in
private hands or governments were reluctant to encourage the
illegal occupation of land. But the effective prohibition of informal
housing development was rare and was seldom sustained over a
long period. In cities surrounded by privately held land, as in Bogota
and Quito, or where communal or inalienable land rights held sway,
as in Mexico and much of Africa, the poor simply bought plots
without services or planning permission. In such cities, peripheral
land was always available at a price (Arimah, 1997: 107; Gilbert,
1981). This informal process of commercialisation meant that the
very poor were forced to wait until they had enough money to buy
a plot. In the interim, they resorted to renting or to sharing a home
with kin.

Official housing policy in most countries of the South has often
been little more than pretence at action. In most countries public
housing has housed very few people and has often been claimed by
those who could have afforded to rent or buy privately (Tipple &
Mbathi, 2012). Where rent controls remained on the statute
books, they usually applied only to formal housing.

In recent years, a common aim of policy has been to encourage
home ownership. Many governments have attempted to improve
mortgage systems for the middle class, built roads and infrastruc-
ture to accommodate lower density urban growth and favoured
slum upgrading policies in preference to resettlement. As a result,
most countries in the South have seen a major increase in home
ownership. In South Africa, for example, ownership rose from 66%
to 77% between 2004 and 2012 (South Africa Info, 2012). Only
where land and housing has been expensive relative to incomes, as
in Bogotd and Quito, where public transport has been poor, as in
Lagos, or where massive city-ward migration has occurred, as in
much of Sub-Saharan Africa has the incidence of renting remained
stable or even increased.

Recently, however, some countries have experienced a sudden
return to renting. In Latin America, for example, the rate of home
ownership has fallen since 2000 in Bolivia, Chile, Costa Rica, the
Dominican Republic, Ecuador, Peru, and Uruguay and has plum-
meted in Colombia. In Brazil, El Salvador, Guatemala, Nicaragua,
Panama and Paraguay rates of homeownership have been more or
less static and they have risen only in Honduras, Mexico and
Venezuela (CEPALSTAT, 2012). In these countries the absolute
numbers of tenants has risen considerably. Increasing house prices
relative to incomes, government discouragement of land invasions
and a growing shortage of accessible urban land largely explain this
tendency.

The number of tenants has even increased in many countries
where the incidence of renting has been in decline, largely because
of the pace of urban growth. In India, the number of tenant
households in urban areas increased from 15.3 million in 2001 to
21.7 million in 2011, despite the relative growth of home
ownership.

Given their rising numbers, fewer tenant households could find

shelter in traditional rental areas close to the central business
district. Increasingly they have found accommodation further out,
principally in the expanding and consolidating informal settle-
ments. This has been particularly noticeable in Latin America where
informal owners have enlarged their homes building rooms to
accommodate tenants (Blanco et al., 2014; Escallén, 2010; Gilbert
et al,, 1993). But informal renting has also developed in a variety
of forms elsewhere: in the backyard council homes in South Africa,
in the informal settlements of Tanzania and Kenya, and in the
rented plots in India (thika tenants) (Bank, 2007; Cadstedt, 2012;
Crankshaw, Gilbert, & Morris, 2000; Gilbert et al., 1993; Kumar,
1996; 2001; Morange, 2006; Precht, 2005; UNCHS, 2003; UN-
HABITAT, 2011c).

Generally, the self-help landlord has operated on a small scale
and, with the exception of Nairobi and a handful of other cities, few
landlords let more than a handful of properties (Amis, 1996;
Gulyani and Talukdar, 2008; Huchzermeyer, 2007). In Chile, 80% of
owners own one property and another 10% two; in 2010, only 27
people owned more than 50 properties, which together amounted
to 4,117 properties, and five more than 200 (a further 1025)
(Sabatini, Brain, Casgrain, & Mora, 2012: 75). Landlordism therefore
is a small-scale operation that can rarely be categorised as a busi-
ness (Salazar, Puebla, Ponce, & Flores, 2014: 321).

Such landlords tend to operate outside the legal framework for
renting; few sign contracts, few follow the rules on raising rents or
evicting tenants. However, the evidence suggests that despite
frequent problems between owners and tenants, the system works
surprisingly well (UNCHS, 2003). It is clear that without the
emergence of informal landlords, the housing situation in the South
would have been even more serious than it currently is.

2. The policy challenge
2.1. The virtues and disadvantages of ownership

If there is a common feature of housing policy since 1970s it has
been the drive to increase the rate of homeownership. Most gov-
ernments seem to believe that homeowners are better citizens than
tenants. They also believe that there is a cultural preference for
ownership, even though recent research in Europe partially con-
tradicts that belief (Watson & Webb, 2009).

Home ownership has proved popular and so government after
government has encouraged the development of private mortgage-
finance systems and offered some kind of financial incentive for
people to buy their own home. In the United States, enormous
amounts of money, both public and private, have been spent to
increase the rate of home ownership (Fretes et al., 2014: 75;
Harkness & Newman, 2002: 598). In the UK, Margaret Thatcher's
sale of council housing to sitting tenants was facilitated by offering
them a 50% subsidy on the market price. In many other countries,
too, the population has effectively been bribed to become home
owners. In poor countries, homeownership has expanded mainly
through the ‘option’ of self-help housing. In Latin America, the
majority of governments have promoted home ownership and
neglected other forms of tenure (Blanco et al., 2014; Bouillon, 2012).

Of course, the drive to homeownership has not been without its
problems, perhaps the main problem being affordability. Despite all
pretence to the contrary, not everyone has the resources to buy a
home. UN-HABITAT (2011a: 8) note that: “Adequate land and
housing is becoming increasingly unaffordable for a vast proportion
of the population in European and North American countries and
particularly for the young.” Too many people are unemployed and
given that banks have belatedly tightened up their loan conditions,
even households with two earners cannot gather enough funds to
put down the down payment. This problem is particularly severe
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for poorer groups in very expensive cities, in inner London the
median house price to income in 2015 was 12.6. In the UK generally,
where in real terms house prices rose 2.5 times between 1990—4
and 2010—4, the lack of affordable housing is hitting young first
time buyers particularly hard (The Economist, 2015). Between 1991
and 2009/10, ownership rates among 25—34 year olds fell from 67%
to 47% and among the 35—44 year age group from 78% to 67% — a
period during which it increased among older groups (King, 2011).
The young are increasingly renting or sharing and home ownership
rates are in decline.

For a time this problem was camouflaged by easing credit re-
quirements and by the increasing number of women entering the
labour force. But in 2007, the ownership housing bubble burst. In
the United States, 17.7 million foreclosures were issued between
2006 and 2011 and 6.45 million homes were actually repossessed
(Statistic Brain, 2012). In addition to those losing their homes, the
prices of neighbouring homes plummeted. Edel et al’s (1984)
advice that property ownership for poorer groups was often inse-
cure proved prophetic. Their epithet, ‘Homes for pawns’, turned out
to be something of an understatement.

In the post-Communist world, “Affordability of housing remains
the fastest-growing and most pervasive housing challenge in the
region. Housing costs have increased with significant implications
for access to adequate and affordable housing, particularly for
vulnerable groups. ... Mortgage debt has also risen sharply in
relation to household income, especially in former communist
countries” (Tsenkova, 2011: 84). In China, “housing affordability has
become a major policy issue in recent years” (Peppercorn & Taffin,
2013: 80).

The growing unaffordability of ownership has sometimes led to
an increase in the incidence of renting. In England, the number of
private tenants increased between 2003—4 and 2009—10 from 2.15
to 3.35 million while the number of owner households remained
constant. The shift helped to revitalise investment in rental housing
market, particularly among small investors.

In the South, the affordability of ownership is mitigated by an
option that is seldom available in richer countries, self-help hous-
ing. While that provides a roof over poor families' heads, it is a
problematic process. Too much housing is built on unstable land
and in areas liable to flood. Too many self-help settlements lack
decent services and even where the process produces solid struc-
tures, huge numbers of families are forced to spend a significant
proportion of their lives building their homes.

2.2. The lack of social housing

Over the years, and particularly in Europe, considerable stocks of
social housing were built. The intention was to provide housing for
poorer citizens, although frequently some wealthier households
took advantage of this facility (see UNCHS, 2003). Such housing was
built by a wide variety of providers: national and local govern-
ments, non-profit making institutions ranging from educational
institutions, through charities, to housing associations and co-
operatives. In Latin America, the term social-interest housing is
often used to describe housing produced by private sector com-
panies but with subsidies offered by the state. (For a discussion of
the diversity of social housing in Europe see Sak & Raponi, 2002:
64—67.)

In many places, helping the poor through social housing has had
its successes. The council housing built in Britain after 1918 and the
later public housing programmes in northern and Eastern Europe
improved many peoples' lives. Early successes, however, were fol-
lowed by too many failures, particularly when the sheer number of
poor families exceeded the financial capacities of governments to
house them. And in recent years most governments have sold off

much or all of their rental housing stock. They have done so
because, generally, governments have proved to be unsuccessful
landlords; public housing has proved too expensive a solution
given the size of the housing deficit; and the building of rental
housing has sometimes exacerbated the problems of the poor.

In many European countries, the public sector has sought
increasingly to transfer the responsibility for looking after lower
income groups to the social sector. In the United Kingdom, the
Conservative government sold off 2.1 million units of its council
housing stock between 1979 and 1996 and encouraged the transfer
of much of the rest to housing associations. As a result, the total
stock of social housing has been in decline. In England and Wales
the number of social housing units fell from 5 million in 1982, or
30% of the housing market, to 3.85 million, or 17% of all, two de-
cades later (Rock, 2012).

Faced by the lack of social housing an alternative has been to
provide poor families with vouchers with which they can rent ac-
commodation in the private market. This method has been used in
the UK and the US for many years. It has also been used recently in
some Colombian cities to assist displaced populations in finding
temporary homes.

Vouchers avoid the problems of many state production pro-
grammes with their “weighty baggage of blighting projects,
excessive cost, social pathologies, bureaucratic bungling, and
outright scandal” (Winnick, 1995: 1997). Vouchers also address the
key issue that the housing problem stems “predominantly, not from
deficits in supply but from deficits in income”.

However, vouchers have a number of problems (Peppercorn &
Taffin, 2013). First, when eligibility is tied to income the level of
benefits falls when unemployed people obtain jobs. This is a major
disincentive to their finding work particularly when they are living
in a high rent area. Second, recent debates in the UK reveal that
housing benefit recipients who live in high-income areas are
privileged over people on similar or even higher incomes who
cannot afford to live in the same area. Third, there are frequent
accusations that private landlords push up rents in line with
housing benefits. “For many years now, Housing Benefit has been
taking the strain of rent increases” (Crisis, 2012: 9).

Fundamentally, however, the problem with rental vouchers is
their cost. Few governments have sufficient resources or the po-
litical will to support such programmes in full (Khadduri, 2003:
236). In the US, for example, even though some 5,106,000 low-
income households use federal rental assistance to rent modest
housing at an affordable cost “only about one in four low-income
families eligible for rental assistance receives it, and waiting lists
for assistance are long in most parts of the country” (Sard & Fischer,
2013). In the UK, government cuts to spending on housing benefits
are generating a major political debate.

2.3. The failure to protect either tenants or small-scale owners

A majority of private landlords across the globe operate on a
small scale. In most developed countries, individuals or couples
control the vast bulk of rental housing and only in Austria and
Sweden are corporations or municipal bodies the major owners
(Scanlon, 2011: 23). In Latin America, most landlords operate on a
limited scale, increasingly within the informal sector.

Many tenants criticise their landlords and the latter are not al-
ways fond of their tenants. In places, like Nairobi, the land-
lord—tenant relationship is very one-sided, large-scale, absentee
landlords charging high rents and protecting their bailiwicks
through their political connections (Amis, 1996; Gulyani and
Talukdar, 2008; Huchzermeyer, 2007). However, it should be
emphasised that in most places the relationship between landlords
and their tenants is relatively benign (UN-HABITAT, 2003; Yankson
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& Gough, 2014: 389).

Of course, in most countries many tenants and landlords face
genuine problems. Tenants suffer when rents rise relative to in-
comes and some landlords want to replace them with others who
can pay higher rents. In the UK, it seems that the frequency of
eviction is increasing, particularly any tenant who complains about
the quality of the accommodation. There are well justified demands
from tenant lobby groups that the eviction process should be made
more difficult.

Equally, landlords are not immune from problems. Small-scale
landlords are sometimes confronted with difficult tenants. Some
do not pay their rent, damage the property, or refuse to move out
even when the grounds for eviction are justified. Landlords are
rightfully concerned that they should be able to recover possession
of their property in the event that the tenant does not pay the rent
or abuses the terms of the contract.

Unfortunately, the legal system in most countries does not help
most landlords or tenants because it simply does not work effec-
tively. Going to court is too expensive and, even in the United
States, “many tenants are not able to afford an attorney” (Schill,
2003: 506). Even more problematic is the time it takes to resolve
any dispute. In far too many countries, the courts are so over-
burdened with cases that will take years to resolve. In Chile, “the
greatest problem for the landlords concerns how to recover the
property and implement the court judgement”. The process can
become “very bureaucratic” and can take two years from beginning
to end. Consensual agreement between the two parties can shorten
the process but, in most cases, the tenants prefer not to make a deal
in order to win time before they are evicted from the property
(Sabatini et al., 2012: 106).

The UK has developed a mechanism for speeding up court
procedure in rental disputes. Introduced in 1988, the British
accelerated repossession procedure allows landlords to reclaim
possession, usually without a court hearing, should the tenant not
vacate the property after having been given appropriate notice (UK,
2012). While the procedure is less than perfect, it has shortened
proceedings considerably: the great majority of cases are resolved
within six weeks and even those which required a hearing took less
than 10 weeks from start to finish (DETR, 1998: 1-2).

But going to court is not always feasible. In Thailand or
Cambodia, for example, which have highly evolved cultures of
settling disputes through compromise, going to court is seen an
extreme measure that often means a loss of face for both sides. In
such places, some alternative form of arbitration is required.
Peppercorn and Taffin (2013: 64) suggest that conflict settlement
between landlords and tenants should be made easier by the
introduction of non-judicial remedies, such as mediation and
arbitration. Traditional forms of conciliation, like community
councils, might sometimes be appropriate. Alternatively, local
governments or business organisations, like Chambers of Com-
merce, might be encouraged to set up cheap forms of arbitration as
in Bolivia, Colombia and Ireland (UN-HABITAT, 2003).

If there are problems in the formal rental sector, the law is still
more deficient when it comes to informal housing. For a start few
contracts exist between landlords and tenants. In Colombia, 63% of
all tenants claimed to have had only a verbal agreement in 2007
(CENAC, 2007) and, in Nairobi, “tenancy contracts in slums are
based almost entirely on verbal agreements — only 3.6% of the
renters have a formal written tenancy agreement” (Gulyani and
Talukdar, 2008: 1921).

There is also the problem of how to improve the quality of rental
accommodation. Many governments want to protect tenants from
danger and therefore seek to criminalise landlords who rent out
poor quality housing. However, such often well-intentioned efforts
run the risk of turning badly housed families into homeless

families. If building regulations are too strict, the impact of effec-
tively applied sanctions is to force landlords to remove unsafe or
unsanitary housing from the market. Probably the best approach is
for governments to sanction only housing that is seriously un-
healthy or physically dangerous.

2.4. The debate about rent control

At the end of the 1980s, rent controls or rent subsidies were
being used in approximately 150 countries across the world (Kalim,
1990: 188). In recent years, however, rent controls have had a very
bad press. The Economist (2003) claims that: “It is hard to find any
economist who supports rent restraints. Price controls, even if
laboriously tweaked, inevitably produce inefficiencies, reduce
supply and cause bad side-effects. Black markets and bribery thrive.
Building maintenance is often ignored. Landlords and tenants find
themselves in poisonous relationships, since they are linked by law
rather than by voluntarily renewable contracts. Unscrupulous
property owners go to dangerous lengths to evict tenants in order
to get higher-paying replacements; as a result, tenant-protection
laws have been enacted that make it almost impossible to evict
even a scoundrel.”

Rent controls favour those who have lived in rental housing for
years against those who wish to become tenants (Malpezzi, 1990:
113). And, there is no guarantee that those benefiting from rent
controls are actually poor. Indeed, insofar as rent controls tend to
work in the higher income areas but not in the poorer areas (see
below), they are likely to be inequitable in their impact. In addition,
by distorting market values, rent controls often encourage the
inefficient use of housing and, by holding down profits, discourage
some landlords from further investment or even from maintaining
the existing stock (Kumar, 1996: 768—9; UNCHS, 1993).

This catalogue of sins has convinced most economists and
increasing numbers of governments that rent controls should be
removed, albeit gradually in order to minimise adjustment costs
and to maintain political harmony (Malpezzi, 1990). However,
although many governments have reduced rent controls since
1980, it has rarely led to more investment. And, experience in
Germany and Switzerland suggests that maintenance of rent con-
trols and the development of a healthy rental market are not
incompatible goals. Even though the majority of Swiss and German
tenants are protected from eviction and excessive rent increases
investing in rental property is still profitable (Werczberger, 1997).
The lesson seems to be that hard rent controls are undesirable, but
in well-regulated societies the goals of protecting tenants and
encouraging rental housing can be pursued simultaneously.

2.5. The problem of empty and second homes

The proliferation of empty homes across the globe is a growing
problem. There are nearly one million empty homes in the UK, of
which 350,000 have been empty for more than six months
(Channel Four, 2012). More than one third of the housing stock in
Greece is vacant and close to one quarter in Cyprus and Bulgaria
(UNHABITAT, 2011a: 22). In urban China, as many as 65 million flats
may be vacant (Peppercorn & Taffin, 2013). In Brazil, 5.2 million
housing units were empty in 2008 and in Argentina 2.5 million in
2010. While many empty homes were located in places that are
being depopulated, many are potentially available for rent. Renting
should be encouraged as a means of both reducing the housing
deficit and raising the incomes of those with two homes. In the UK,
one campaign is recommending a new approach: first, a law to give
communities and individuals the power to turn abandoned prop-
erties into homes for people who need them; and, second, access to
low-cost loan funds for people who need financial help to get
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empty properties back into use (Channel Four, 2012).

A further problem is the number of houses that are under-
occupied; many single people and small families are occupying a
great deal of space. While any government action to encourage, say,
older people to move from large homes into smaller ones may
prove unpopular, it is a sad comment on any society that some
people should live in homes with empty space while others have
very little room or no accommodation at all (Dorling, 2014).

2.6. Failure to stimulate the private rental market

Few governments have sought to stimulate private rental
housing investment because they want to encourage home
ownership. Insofar as there has been any effort to stimulate in-
vestment it has most frequently consisted of phasing out rent
controls. In practice, this approach has only been effective when it
has been linked to other kinds of incentive programme. But in
general any kind of policy has been absent. In poor countries, for
example, governments have generally turned a blind eye to the
enormous amount of informal renting that takes place in areas of
consolidated self-help housing.

Only a handful of governments have tried seriously to rein-
vigorate the private housing market. A notable example in this
regard is the UK. The private rental housing market in the UK was
virtually moribund in the late 1980s when the sector accommo-
dated only one in ten households (Pattison, Diacon, & Vine, 2010).
In 1996, new tax incentives were introduced to encourage investors
to take out mortgages to ‘buy to let’. Since then the private rental
market has grown enormously: “Today almost two million private
landlords own 4.9 million properties” (Dyson, 2014). In London,
private rental accommodation now houses one-fifth of all house-
holds (Fig. 1).

2.7. German and Swiss exceptionalism

The experience of Germany and Switzerland should give pause
to thought to any government that believes that ownership creates
better citizens. It is difficult to think of many more civilised societies
than Germany and Switzerland. Even though the Swiss hang their
cuckoo clocks on rented walls it does not seem to have turned them
into bad citizens. Nor do the placid Germans seem to mind parking
their Mercedes and Volkswagens outside rented apartments.

In both countries tenure-neutral policies have reduced the in-
centives for home ownership and allowed large numbers of fam-
ilies to rent (Peppercorn & Taffin, 2013). In Switzerland owning a
house is not as financially rewarding as in many other countries
because owner-occupied homes “are subject to transfer, property,
wealth, imputed rent, and capital gains taxes” (Bourassa & Hoesli,
2009: 2). Perhaps for this reason, house prices have been
extremely stable (The Economist, 2011). House prices in Germany
too have grown far less than in other countries and in recent years
have probably fallen. As a result, the hedging element that has been
so important in creating demand for homeownership in other
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Fig. 1. Growth of private rental housing in UK, 1986—2012. Source: Dyson (2014).

countries has been absent in Germany (Voigtlander, 2009: 369).

If the desire for ownership has been constrained, various factors
have encouraged investment in rental housing. In Switzerland,
letting accommodation has always been sufficiently profitable to
encourage continued investment by a range of investors. “Over half
of rental dwellings (57%) belong to private individuals, typically
self-employed. Another 22% are owned by real-estate companies,
pension funds, life insurance companies and real-estate investment
funds. ... there is also a further 14% which falls into a category
broadly associated with the notion of social housing” (Ball, 2004:
117). In Germany, the situation is a little different insofar as there is
a much larger social housing sector but there is also a large private
rental housing market (Voigtlander, 2009).

Rental investment has been maintained even though rent con-
trols operate in both countries. In neither country is renting a
tenure about which a household needs to feel shame. There is little
social discrimination against tenants: “German households have
always had an alternative to homeownership, and they have
apparently been glad to make use of it” (Voigtlander, 2009: 362).
While Bourassa and Hoesli (2009: 2) note that “a survey conducted
in Switzerland in 1996 found that 83% of respondents would prefer
to be home owners if there were no financial or other constraints”,
renting has remained a relatively attractive option.

In short, rental housing seems to function well for both land-
lords and tenants. In Switzerland: “The rental market works rela-
tively well. There is general consumer satisfaction, continued
investor interest and few relative tax benefits to owner occupation”
(Ball, 2004: 117). In contrast to the situation in countries such as
Spain and the UK, households in Germany and Switzerland have
always had a real choice between buying and renting because
rental investment has always been sufficiently profitable.

2.8. The virtues of renting

Rental housing has not figured in most government housing
agendas in large part because landlord interests have been frag-
mented and the real-estate lobby has strongly favoured ownership.
This is hardly a new phenomenon, as the descriptions of the
diminishing political influence of landlords in the UK and US sug-
gest (Daunton, 1987; Heskin, 1983; and Krueckeberg, 1999). The
political clout of tenants has also been hampered insofar as rental
housing is predominantly the tenure of the poor (Glynn, 2007). But
political priorities do not always match social realities and it is clear
that, given the apparently increasing challenge of affordability in
most parts of the world, more rental housing is a necessity. Only
recently have governments in the South begun to address the issue:
Chile introduced a rental housing subsidy in 2014 and India has
recently announced a programme to accommodate recent migrants
in rental housing (Outlook, 2014; Ross & Pelletiere, 2014).

There are also several excellent reasons why governments
should at least seek to establish housing policies that are more
‘tenure neutral’.

First, many households, who may one day own their home, do
not wish to buy at the current time. Rental accommodation is vital
for recent migrants who have yet to acquire work or a real
knowledge of where they wish to live. Students, longer-term visi-
tors and temporary workers also need rental accommodation. In a
globalising world, recent foreign arrivals usually rent, sending
money to their distant family and sometimes buying a property for
when they return home. Those setting up businesses may also
choose to rent, wishing to use their capital to establish the enter-
prise rather than having it tied up in a home. Some older people are
now cashing in on the high value of their property, using the in-
come to live out their years in rental accommodation. Furthermore,
family relationships in most countries are less stable than they once
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were. Marriages and other relationships seem to break down more
often and separating partners typically move into rental accom-
modation. Where extended families remain strong and most
members live and work locally, adult children tend to live in the
family home. But in many societies, most young adults prefer to
move out of the family home as soon as they can, usually into rental
housing.

Second, homeownership has some negative urban conse-
quences. While home ownership does not necessarily translate into
low-density urban development, in most English speaking areas it
has done just this. Suburban home-ownership in suburbia, aided
and abetted by dependence of the private car, has helped generate
urban sprawl, something that “should be reversed for the sake of
sustainable urban futures” (Van Lindert, Smets, & Bredenoord,
2014: 399). Renting is more conducive to the development of
compact cities — a form of growth that favours public transport and
cuts energy consumption (Bouillon, 2012: 97).

Third, it is possible that homeownership increases levels of
unemployment insofar as owners are less mobile than tenants (Lux
& Sunega, 2012; Oswald, 1997). If owners cannot sell their property
easily they will not move house. Nor will they do so if the value of
their existing house nowhere matches the prices of housing in
areas of full employment. Of course, immobility is also a problem
with public rental housing when, as in the UK, it is extremely
difficult to swop a home in an area of unemployment for one in an
area where jobs are being created.

Finally, at a time when most government budgets are stretched,
it is wasteful to subsidise ownership particularly when most of the
recipients are among the better off. Cutting tax relief on mortgage
repayments and introducing taxes on imputed rents or capital gains
would seem to make a great deal of sense.

3. Conclusion

Rental housing has been a neglected issue in most governments'
policy agendas (Gilbert, 2009). Too many governments believe that
the answer to their housing problems lies in promoting home
ownership. Unfortunately, this strategy has failed to solve the
housing problem anywhere in the world and the presence of more
than one billion tenants suggests that rental housing is an essential
supplement to home ownership. Many groups in society, the young,
migrants and recently independent households, all need the kind of
accommodation that renting can provide.

The German and Swiss examples offer interesting lessons for
governments across the globe even if the prosperity of those
countries makes them distinctive. And, there are clearly no uni-
versal panaceas to solve the problems facing rental housing: high
rent-income ratios, poor quality accommodation, overcrowding,
exploitative landlords and difficult tenants. But it is quite clear that
workable solutions to these problems will not be found if govern-
ments turn their back on the whole sector. Therefore, much higher
priority in housing policy must be given to the rental issue.

Of course, since housing conditions vary so much between
countries, and indeed between cities within countries, no simple
policy recommendation can be offered. However, every govern-
ment should consider whether their policies discriminate against
the rental sector, how they might best satisfy the interests of both
landlords and tenants, whether rental laws and the supporting
judicial system are effective and to whom they should offer housing
subsidies and income-tax rebates.
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