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EDITORIAL

his is the second edition of the journal to be published by the current Board. We wish

to appreciate and acknowledge the encouragement and support received so far from

several quarters, notably- The National Council of NIESV, our Editorial Advisers,
reviewers and contributing authors. Based on our mandate, we set as our main goal-the
production of a world class journal that would compare with any professional journal globally
in every respect. Our philosophy also remains that of making the journal to serve as a
platform for cross-fertilisation of ideas between the academia and practitioners while
encouraging collaborative research efforts between the two groups and thereby promoting
scholarship and high level professionalism in the field of Estate Surveying and Valuation.

In pursuance of our goal and philosophy as enumerated above, a number of innovative
measures were adopted, details of which are contained in our maiden editorial and features
of which are also contained in our maiden edition. We intend to continue to improve on these
set measures in the pursuit of our main goal and philosophy. It was stressed in our maiden
editorial that the achievement of the main goal requires the support of all and sundry which
we also hereby solicit.

A major issue which needs to be addressed is that of getting high quality publishable papers.
We envisage a situation whereby at any given time we should have a large pool of well
researched publishable papers that can support the production of two or three editions in
quick succession. In this respect, we would like to specially appeal to our colleagues in
academia and those in practice that have flair for writing to please support the Board in
addressing the issue.

We wish to state with all humility that publication in the journal should now attract desired
rating for promotion to any level in our tertiary institutions in view of its current features and
review process. In order to further sensitize our colleagues in tertiary institutions, the Board
has sent five complimentary copies each of our maiden edition to the departmental libraries
of all real estate schools in Nigeria. To our colleagues in practice, publication in the journal
would also enable them to share their practical experiences with the larger society both
locally and internationally. We are working assiduously towards a world-class professional
journal, which we can all be proud of. Finally, the Board will welcome any suggestion(s),
which couid assist in the achievement of our avowed goal.
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FROM THE PRESIDENT'S DESK

portrays it as a serious professional periodical fairly comparable to

anyone globally. One can only urge our Editorial Board not to relent
its efforts in moving the journal to the next level of publishing more articles
capable of stirring members into imbibing universal best practices.
Meanwhile taking the opportunity of this edition of the journal, let me
reiterate a challenge to which | have been sensitizing our members since |
assumed the “servant leadership” of the Institution almost two years ago.
The challenge is for our consulting members to move from their present
pedestrian scope of practice to a more demanding but rewarding level.

O bjectively, the new look of the Estate Surveyor and Valuer Journal

Atsome fora, | have borrowed the classification of activities in the oil industry to illustrate the intended
challenging areas of real estate industry service. The oil industry has two major sectors, namely the
down-stream and up-stream sectors, while the former refers to the economic activities relating to the
retail and distribution of refined petroleum products which are less complex and less technologically
demanding, the latter activities relate to exploration and production of crude oil. Of course the

financial reward is much higher in proportion to the inherent higher risk than in the down-stream
activities. ‘

The preponderance of activities of most of our members over the years can be described as falling
within the down-stream sector of the real estate industry and such services largely comprise estate
agency, valuation and property management. While these services are, no doubt, important, we
need to operate in much more involved areas of the industry. Property development is a major
activity in the up-stream sector and because of its multiplier effects, we need to be seriously
interested in it as a profession. Intuitively, one reckons that there must be a positive correlation
between the size of stock of marketable real estate in a mixed economy like ours and the quantum of
opportunities for professional services of valuation, agency and management. Thus, the more the
stock is incrementally sustained and buoyed by property development activities, the more briefs are
expected to be generated for these down-stream services. To date, few of us are involved in any
significant property development activity. Indeed, to realize that our members are not all that involved
inthe conception and development of the varieties of estates daily springing up along the Lekki - Ajah
corridor in Lagos or Gwarinpa - Airport axis in Abuja is to confirm that we are yet to appreciate the
enormous potentials of property development.

Facilities Management can also be described as an up-stream activity within the context of
professional property management services. As practised contemporarily, facilities management
relate more to management of substantial owner-occupied, commercial or specialized
developments with management services far exceeding the functions of collection of rents and
administration of service charges to which most members are accustomed. It should be of grave
concern to our profession that certain properties which are within the technical competence of our
members to manage are being administered by less endowed professionals. Our members should
indeed be eager to render competent facilities management services for such real estate landmarks
as Muson Centre in Lagos, Yar’Adua Memorial Centre in Abuja, Sports and Trade Fair Complexes
nvarious locations in the country.

lhese edifices remind us of the latest and mother of them all the Tinapa Integrated Business and
-eisure Resort in Calabar. This is a massive commercial real estate development consisting of
nternational standard wholesale emporia and mega shopping and products distribution complexes
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supported by business tourism and entertainment facilities. It is very doubtful if any of our members
or member firms is participating in the marketing and management of this novel property. The
business and leisure resort in Calabar shouid be a welcome challenge for our members particularly
in Cross River, Akwa Ibom and neighbouring branches to seek both down and up-stream
professional roles in the successful operation of the new development.

Still on the need to raise the level of our services, the attention of the profession is here being drawn
to the Lagos Mega City Project. We recall that the Presidential Committee for The Redevelopment of
The Lagos Megacity Region was set up in December 2005 by the Federal Government with the
concurrence of the Governors of Lagos and Ogun States with Professor Akin Mabogunje as the
chairman. The Presidential Committee having since submitted its report, the implementation of the
project will commence any time from now.

The region represents the continuous built-up area comprising some 153,450 hectares of land (2000
estimate) and covering much of the local governments of Lagos State and four adjoining local
governments of Ogun State. The redevelopment project is essentially to transform the region to a
world-class city through dramatic improvements of its transportation and other infrastructural
facilities and social amenities. More importantly, about 28(no) activity centres have been identified
within the region which are to be redesigned by government in collaboration with private sector
organisations. The planning and redesign are to provide space for new activities such as offices,
supermarkets, convenience stores, small-scale industrial establishments, restaurants,
entertainment and other urban amenities. The pertinent point is that members should be conversant
with this project, brace and package themselves for wide-ranging legitimate professional services.
We should not be contented with compensation assessment only. We should strive to be actively
involved in the identified activity centres of the project and be ready to provide both down and up-
stream services including project conception, packaging and promotion of desired developments.

In conclusion, for our profession to significantly move from the current pedestrian level of service
provision, both the Institution and members should take some proactive steps. First the former as a
controlling body should create an enabling environment by critically examining existing practice
rules and regulations and factoring in contemporary approaches to modern business organisations
including the re-visitation of pseudo business names. Members should stop paying lip services to the
principles of modern corporate governance and embrace, among other things, structures allowing
for pooling of expertise. These, of course, are in addition to the desire to seek and widen professional
knowledge contents on the part of members.

Qm cCp

ASIWAJU (HON.) DOSU FATOKUN
President & Chairman of Council of NIESV.
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AN EMPIRICAL STUDY OF THE LAGOS STATE RENT EDICT
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ABSTRACT

Before 1997, incidences of arbitrary rent increases, unlawful efection of tenants, lengthy and un-ending litigations
between landlords and tenants were rampant in Lagos State, Nigeria. This necessitated the intervention of Lagos
State Government through promuigation of Rent Control and Recovery of Residential Premises Edict in 1997. This
paper examines the provisions of the edict and illustrates an approach for calculating statutory rent. In doing so, two
floor plans of hypothetical flats were used. Parametric technique was also used to test the hypothesis that there is no
significant difference between the open market and statutory rents in the study area. The study finds that rent control
has no effect on open market values of residential property in the study area and recommends that the edict be
repealed.

Key Words: rent control, residential property, statutory rent, open market rent, property market, government

intervention.

introduction

Cities and housing have developed hand-in-hand since
the earliest large human settlements. The same forces
that draw inhabitants to congregate in large urban areas
also lead to sometimes insupportable levels of demand
for residential properties. Lagos is the commercial,
financial and maritime nerve-center of Nigeria. It is the
economic capital and major port of Africa's most
populous nation that has attracted immigrants from all
over Nigeria and beyond, as well as commercial
entrepreneurs and industries from Africa, Europe, Asia
and the Americas. The attraction has brought with it
increasing demand for residential properties.

In elementary economics, the higher the demand for a
good or service the higher is the price that such good or
service will command in a competitive market. This is
the case in Lagos, where immigrants have been
attracted with concomitant geometric increase in
demand for residential properties that has only met
with supply of housing units that only increases at
arithmetic rate. Landlords capitalized on this by
increasing rent arbitrarily and demanding advanced
rent of two and up to three years from sitting tenants.
Tenants that default in meeting the terms of their
tenancies including advance rent payments were
ejected without requisite statutory notices. Tenants
were therefore at the mercy oflandlords.

The problem thus dictated the intervention of the
Military Administrator of Lagos State through the
promulgation of the Rent Control and Recovery of
Residential Premises Edict of 1997. The edict divides
Lagos State into zones and fixes rent according to type
and categories of residential properties. It also
appoints Valuers as members of various tribunals set
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up in each Local Government Area to determine

‘standard rents of the affected properties.

This paper therefore aims at examining the provisions
of the rent edict and uses hypothetical three-bedroom
floor plans to illustrate the process of calcutating
statutory rents based on the provisions of the edict. The
paper has nine sections with this section being the
introduction. The next section looks at relevant
literature on rent control, followed by description of the
study area before an explanation of relevant provisions
of the edict in following. The method adopted in the
study is explained in the next section, while analysis of
data, testing of hypothesis, conclusion and
recommendation follow in turns.

Literature Review

Rentcontrolis the standard ceiling placed on rent thata
landlord can charge, allowing landiord to set rent freely
when letting to new tenant but subject to the tenant's
right not to accept such rent but preventing the landlord
from raising the rent or ejecting a sitting tenant. Many
different forms of rent control exist but the stylized
version is widely used. The version does not allow the
eviction of a sitting tenant, it limits the amount to which
a landlord may increase the rent on a sitting tenant
(Basu and Emerson, 2003).

A binding rent-controi system by definition constrains
the rent on residential units below the level it would
have reached in the absence of controls. in contrast, an
inter-tenancy decontrol mechanism generates rent on
a vacated unit higher than it would have been in the
absence of controls. This happens because rent on an
uncontrolled substitute will be higher under a rent-
control re¢ " 1e than in a free market (Fallis and Smith
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1984). The higher rent occurs because rent control
reduces the overall supply of rental housing (it reduces
new housing construction, it acceierates deterioration
and depreciation and it encourages conversions and
demolition), and increases rental demand by holding
the rent on the controlled units below the level that it
would otherwise have been (which enables more
households to afford these units). Since the proportion
of vacated units at any time is small, any excess
demand is coricentrated on units that become
available, ratcheting rents up. The result is thus a two-
tier rent system in which new tenants (and tenants in
newly built units) pay rent that is substantially higher
than both the rent of sitting tenants and the rent that
would have existed in the absence of controls.

When compared with other government-mandated
price controls, rent control is the law placing maximum
rent that landlords may collect from tenants and it is
usually set below that which would have otherwise
prevailed (Block and Olsen, 1981) and, it is a collection
of laws regulating how much a landlord can raise or
must reduce the rent limiting the reasons for eviction,
so that the landlord does not get around a rent limit by
evicting the tenant (Carlson, 2006).

In United States of America, rent control functions as price
ceiling with laws or ordinances setting rent on residential
property. It was first adopted in response to World War i-
era shortages of residential accommodation and remained
in effect in cities ke New York, Washington D.C., San
Francisco, Santa Monica, Berkeley, West Hollywood
California with large tenant populations and a number of
small towns in New Jersey (wikipedia online, 2007a).
Similarly, in Delhi, Section 6 of the Delhi Rent Control Act,
1958 allowed a maximum of 10% rent hike every three
years. This Act makes it virtually impossible to evict a
tenant and was subsequently superseded by Delhi Rent
Act of 1995, which is slightly more flexible (Basu and
Emerson, 2003).

A different form of rent control exists in Canada. Inter-
tenancy rent decontrol (known as vacancy decontrol in
Ontario) forms the headstone of the Ontario rent-
control system. The transition from a relatively rigid
rent-control regime to inter-tenancy decontrol created
distortions in the rental market. The most significant of
this is the creation of two-tier rent system with rent on
decontrolled units above the rent that would have
existed in the absence of controls. As an inter-tenancy
system matures, maturation diminishes these
distortions and re-control provisions provide protection
for long duration tenants. Alternative options for
terminating inter-tenancy decontrol while retaining rent
control entail significant economic costs compared to a
mature decontrol regime (Smith, 2003). Current rent-
control system in Ontario is embodied in Tenant
Protection Act. Under this, increases in rent without
quasi-judicial hearing are subject to maximum annual
percentage based upon increase in rental building
operating costs. The relationship between permitted
rentincreases and increases in costs with specification
of other provisions of control regime define the degree
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of stringency in the system. The provisions include the
treatments of capital expenditures, extraordinary cost
changes (including financing costs), new construction,
exit or decontrol provisions and related regulations
such as restrictions on conversions, demolitions,
standards for maintenance and security of tenure.

Before the Tenant Protection Act was introduced in
Ontario there were stringent rent control regimes in
North America (Amott, 1995; 116). The rent-increase
formula allowed annuai rent increases to keep up with
inflation only for inflation rates below 4.45 percent,
although inflation often exceeded this percentage.
Inter-tenancy rent decontrol creates a two-tier system:
one tier with fully controlled rents for sitting tenants
whose rent has not been subject to inter-tenancy
decontrol; and a second tier with higher rents for new
tenants and tenants in newly constructed units. The
differential in the rent between the two tiers depends
upon tightness of rental market. In the case of Ontario,
the length of time rent- control regime existed prior to
the introduction of inter-tenancy decontrol.

in Africa, rent controls were influenced by the First and
Second World Wars as an attempt to deal with the
problem of high rents. In the case of Ghana, and in Egypt,
it has been used as means of curbing inflationary prices
of housing stock thereby making it more affordable to
lower and middle income persons (McCall, 1988). In
Botswana, the Rent Control Act commenced in 1977 to
ensure security of tenure for the tenant and protect the
landlord's interest while also ensuring that reasonable
rents are charged (Frimpong, 1989).

According to Tucker (1991), rent control is an
intervention through measures put in place by
government on the pretext of protecting the urban
dwellers from being pushed off the open market in the
course of securing accommodations. This is
accomplished by putting ceiling on maximum rent
payable on all classes of residential properties. The
measures include checking incessant and arbitrary
increases in rent and fixing of standard rent.

There are three conditions that rent control must
satisfy. First, the control must fix rent terms of private
contracts to the exclusion of laws which regulate the
distribution of income among contracting parties.
Second, the control must involve no appropriation of
proceeds to or from the government, taxation and
subsidization are excluded. Third, fixing of price must
not be associated with direct government sales,
purchases, or manipulation of resources in order to
maintain regulated rent, this stipulation excludes price
support (Cheung, 1974).

For this paper, rent control is a limit imposed by
government on how high a rent can be charged on a
particular property. It is imposed by placing a ceiling on
the amount that can be charged and usually at a figure
below the open market price. The ceiling indicates the
standard rent stipulated in the edict or fixed by order of
a Tribunal. Contrary to controlled rent is open market
rent. Open market is characterized by willingness and








































