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I. Introduction

The purpose of this survey was to provide information which could be used
by the Rent Stabilization Beard in formulating policies and outreach programs.

This report sets forth the results of a survey of 503 tenants living in
units covered by the Berkeley Rent Stabalizstion ordinance and 105 owners of
rental property subject to the ordinance. In depth interviews were also
conducted with owners of several management companies which manage a substan-
tial number of apartment units in Berkeley.

The tenant interviews were conducted by telephone and in person. Tenants
were asked questions about maintenance, their rents, relations with their
landlord, security deposits, knowledge of tenant-landlord law and the Berkeley
rent stabslization ordinance, the location of their previous residence, why
they moved and how they found their present apsrtment. Interviewees were also
esked to provide demographic information including their race, sex, age, and
household income.

Landlord interviews were conducted by telephone. The interviews included
questions ebout maintenance, capital improvements, relations with tenants,
their views about the rents and genersl adjustments permitted by the board and
their mortgages. The landlords were also asked to provide demographic
information.

The management company interviews were lengthy and largely open ended,
focusing on capital improvements, maintenance, the rent stabilizatlon law and
views asbout its administration.

The results of the survey are particularly significant because empirical
research on rental housing in the private market has been minimal and rent
control is the most hotly debated housing policy in the U.S. Generally, the
research that has been performed has not included interviews of a substantial
nizber of tenants and/or landlords?

1. Studies based on extensive interviews of landlords and/or tenants in rent
controlled housing markeis, include: Sternlieb, Urban Housing Dilemma (1972,
New York); Selesnick, Rent Control: A Case For (1972, Cambridge); Clark,
Heskin, and Manuel, Rentel Housing in the City of Los Angeles (1980, Institute
of Socisl Science Research, Los Angeles; Heskin, Tenants and The American
Dream (1983).

For studies based on interviews of landlords in non-rent controlled
merkets see Krohn, Fleming, and Manzer, The Other Economy (1977), Sternliel,
The Tenement Landlord {(1966) and Stegman, Housing Investment in the Inner
City: The Dynsmics of Decline {1972).



II.The Setting

Berkeley is a city of 103,328 persons located 15 miles from San
Francisco. Besides being the location of an internationally recognized
university of approximstely 28,000 students, it offers many culturel
resources, extensive public transportation, parke and sports facilitles, and
probably the highest number of quality restaurants and cafes per capite of any
city west of Paris. The city is bounded on the west by the San Francisco Bay,
on the Fast by a large regional park, on the south by Oakland, and on the
north by two smeller cities.

Despite the fact that two-thirds of the housing units in Berkeley are
spartments and its density of housing is well above regional averages, the
city has an extremely tight housing market.

In the 1950's and 60's, & substantisl number of rental units were
constructed in Berkeley. However, public reaction to this rapid growth led %o
strict growth controls in the 1970's. From 1974 te 1980, the size of the
rental housing stock remained virtually frozen, while the market value of
apartment units nearly tripled from an average value of approximately $11,000
per unit to $30,000 per unit.? The 1980 census indicates that only 27C of the
rental units in the city were built during or after 1974. The table below
contains census data on the number of rental units and median rents during the
past four decades.

Berkeley Housing Stock 1950-80

Year Bo. of Rental Units Median Rent
195G 19,127 : $ 47
1960 22,209 82
1870 29,672 137
1980 27,6133 223

2. Baar, Francis, Gellen, end Keating, Berkeley Rent Stabilized Properties
Operating Costs and Debt Service, pp. VI-3 - VI-7 {Sept. 1982). These
conclusions were based on sales dats from the Berkeley Board of Resltors
multiple listing service reporits and Society of Real Estate Appraisers
reports.

3. The decline in the number of rental units from 1970 tc 1980 most probabl;
reflected conversion of units from rental to owner occupancy uses.

~
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Regulation of Rents, Conversions, and Demolitions

In 1978, after the passage of Proposition 13, Berkeley residents passed
an initistive (Measure I), which required landlords to rebate 801 of their
Proposition 13 property tax reductionsé to tenants and limited remt increases
to the amounts necessary to cover operating cost increases.

In 1980, Berkeley residents passed s rent control initiative (Measure D),
which established a rent board which had the authority to determine annual
across-the-board rent increases on the basis of apartment opersting cost
factors and to promulgate individual rent sdjustment regulations. 24,000
rental units are covered by the law, which covers most rental units.>

In 1982, after the rent board promulgated a 9% across-the~board incresse,
the ordinance was amended through a new initiative which required that across-
the-board increases in excess of 457 of the percentage increase in the
Consumer Price Index had to be approved by two-thirds of the board members. A
second initiative in 1982 amended the law to provide for an elected rent
beard.

Permitted across-the~board increases since the adoption of the cordinance
heve been as follows:

Across-the-Board Increases under Rent Conirol law

1981 - 5% + {1.2% if LL pays for heat)
1982 - 9% + ($4~$16 if LL psys for heat
& elec.,depending on ept.size)
1983 - 4.75% + {0,252 if LL pays for any
gas or elec.)
1984 - 0%

4e As 8 result of statewide referendum smending the state comnstitution,
Berkeley's property iaXx rate was decreased from approximately 4% of sassessed
value to 1% of 1975 assessed value. Increases in property taxes were limited
to 2% & year, except for properties which are sold, which are reassessed al
fair market value. The reduction in property taxes equalled approximately 7%
of gross income. (This is a rough estimate based on data from other Californis
jurisdictions and Institute of Real Estate Management, Income/Analysis data on
operating costs for California apartments.)

5. The following units are exenpt frow the ordinance: rentel units in owner
occupied dwellings with twe units, rooms in dwellings occupied by the owner,
units receiving governzment subsidies, specified special care facilities, and
new consiruction. '



In addition to regulating rents, the city severely restricts conversions
of rental units to condominiums or non-residential uses and restricts
demolitions.s

The results of this survey should be evaluated in the context of this
recent history. The survey results might have been substantially different if
the survey had been conducted at some other time, particularly if it had been
conducted in 1982, when a 9% rent increase was perritted.

ALSO, IT SHOULD BE NOTED THAT RENT CONTROL GENERAL ADJUSTMENT STARDARDS,
AND INDIVIDUAL ADJUSTMENT STANDARDS AND PROCEDURES DIFFER SUBSTANTIALLY AMONG
JURISDICTIONS. TEEREFORE, IT WOULD BE INAPPROPRIATE TO USE MANY OF THE
FINDINGS7;S THIS STUDY AS A BASIS FOR MAKING GENERALIZATIONS ABOUT RENT
CONTROLS.

6. Conversion controls are widespread in the Bey ares. In many cities
conversions are not permitted if the apartment vacancy rate is below three or
five percent, thereby effectively prohibiting conversions.

7. For discussion of the differing types of rent control laws in effect in the
U.S. see Baar, Guidelines for Drafting Rent Laws: Lessons of a Decade", 35
Rutgers Law Review 723 (1983) and Baar, Rent Control: An Issue Marked by
Heated Politics, Complex Choices and s Contradictory Legsl History, Western
City (June 1984, Celifornis League cof Cities) :



JII. The Tenant Survey

a. The Sample

The tenants interviewed consisted of & sample of 670 households selected
from a 1ist consisting of all units registered with the rent board. The sample
wes selected in a random manner designed to insure that the sample would
reflect a cross-section of rental housing in Berekeley in terms of building
size, neighborhoods, income, race, rent level, and other characteristics. (See
the tables on the following page for a descripiion of the composiilon of the
sample.)

The rent board sent a letter to ench househeold that was selected which
briefly indicated the purpose of the survey, the fact that the household would
either be contacted by telephone or in person, and that all interviews were
confidentiel.,

Telephone numbers for approximately 4CZ of the units were obtained through
the reverse telephone directory. The balance of the units were included in the
door-to~-door sample. Tyricelly at least ten attempis were made to contact the
households in the telephone sample and at least five attempts were made to
contact households in the door~to-door semple. Contacis were distributed
throughout daytime, early evening, and weekend hours. To the extent possitle
within time constraints of the survey multiple attempis were made to reach
hard-to~contact tenants spaced over severzl weeks.

The survey respense rete was 75%Z. In other words, corpleted questionnaires
were cobtained from 75% of all households in the sample. The interviewers were
not able to contact 13% of the households., Of the respondents who were
contacted, 8,97 refused to be interviewed. The refusal rate was slightly
higher for telephone interviews than for door-to-~door interviews.9

Two of the interviews were conducted in Spanish, two in Cantonese, and
one in French.

8. Appendix A contaeins & copy of the letter,

9. 57 households proved to be invalid end were excluded from an initial sample
of 727 households., These consisted of 41 units which were occupied by an
owner or epartment manager, 2 which were businesses, and 14 which were vacant
units, Of the 670 velid cases in the sample It was not possible to contact 85
of the tenants, 49 tenants refused tc be interviewed, and 33 interviews were
nct completed for other reasons., There was no discernible pattern in regards
to refusals in terms of age, race, sex or neighborhood.

h



SELECTED TENANT SAMPLE CHARACTERISTICS

No. of units
in bldg.

1~ 4

5 -« 10
11w 20
over 20

18
25
30
40
50
60

24
29
39
49
59

or older

White

Black

Asisn
Higpanic
Other

No response

Building Size

Race

no.
327
70
64
2C
10
12

Proportion
of sample

32%
27
20
22

28
R0
33

pct.
65%
14
13

Employment Status

Employed Fulltime

Employed Par
Student
Tnemplioyed
Retired
Digabled
Housewife
Cther

ttime

407
25

—
Rl L AV I & LIE JEN

(Continued Next Page)



Men 53%
Women 47

Household Income Level

pet.*
Less than $10,000 337
$10,000 - $14,999 18
$15,000 - $19,999 13
$20,000 - $29,999 18
$30,000 - $39,999 10
$40,000 or more 7

*¥These percentages do not include 5% of respondents
who declined to state their income level.

Understanding and Interpreting the Data

The following sections discuss overall response ratios for survey ques-
tions and response percentages for different groups (e.g. according toc age,
race, income, length of occupancy, size of building). Irn interpreting the data
it is eritical to understand that while percentages for the whole sample are
highly reliasble, the reliability of data ebout subsete of the sample is much
lower., For example, only 4% (20 persons) of the sample were Hispanic. There-
fore, generalizations about how satisfied Hispanic renters are with the main-
tainsnce of their unit based on this small number would not be reliabdle.
Generalizations about subgroups of £ifty to a hundred respondents (such as
Blacks and Asians) are not as reliable as generalizations sbout the whole
sanple,

A1l percentage results are reported as whole numbers. In some cases totals
may not add up to precisely 100% due to rounding.

In considering the analysis, the resder should pay particular aitention
tc the number of cases in each subeet. The number of cases in a subset is
noted in the form (n= ) at the top of tables which include significantly less
than the whole sample.



b. Maintenance and Capital improvements

—-Maintenance by landlords

Interviewees were asked B8 questions regarding maintenance of thelr units
and capital improvements. The questions and responses were as follows:

How would you rate the maintenance of your (apartment/house) overall,
would you say it is ...

excellent . . + « + o o » 187
gOOd « v o s o s s o+ o« 397
FaiT, OF o v o 4 o « & o« 267
DOOT? v ¢ & v o o « » o o 15%

Since you moved in has the guality of the maintenance of your
apartment gotten ...

better, or « « « « « .+ . . . 15%
WOTSE€s OF o o o o » s o o 2 o 12%
remained about the same? . . 7TR%

Elizinating cases involving tenarts who had who had lived in their units less
than a year did not substantially change the resultis.

CHANGES IN MAITNENANCE

Changes in ¥eo. of months occupying unit
Maintenance 12 mos. or more 48 mos. or more
(n=359) (n=159)
better 1% 16%
werse 15 20
no change (about the same) 68 64

Alse, numercus cross-~tabulations were run in order 1o delermine facteors
which correlated with poor maintenance and/or & decline in maintenance. No
substantiel varistions were revealed in terms of household income level, age,
or race, with the exception that tenants who find their units by knowing the
landloerd were far more likely to be satisfied.



~~Capital Improvementis

There has been considerable debste in Berkeley about the issue of capital
improvements. It has been asserted that rent stabllization removes lendlords!
incentives to make capitel improvements or makes 1t economically impossible
for them to do so. Contrary to this line of argment temants reported a large
number of capitel improvements had been made, many of them recently.

In reponse to the question "™low many capltel improvements have been made in
since you moved in," or within the last five years if you have been in the
unit more than five years, Berkeley tenants reporied 389 capital improve-
ments:

Capital Improvements Within Last Five Years
Or Since Tenant Moved In

N %
Roof g0 16
Painting 79 16
Remodeling/retiling 62 12
Kew appliances 51 10
Carpeting 16 3
Other 101 19

Substantial numbers of capital improvements were made in 1984 and 1983.
Overall tenants reported et total of 140 capital improvements made during the
first eight months of 1984. Because of the high tenant turnover i%t is not
possible to get a very accurate picture of the total volume of capital
ipmprovements over time. Also, respondents seemed to have difficulty in
remenbering capital improvements which did not occur within the past few
yeers,

As discussed below few landlords apply for a rent increase as the resuld
of a capital improvement. Only twenty tenants reported that rents had been
raiced as & result of the capital improvements.

~uMgintenance by tenants

Tenants were alsc asked if they or other persons in their household had
performed maintenance on their units. 45% responded affirmatively. Of those
who indicated that maintenance had been performed by their household, there
were an enormous pumber of different types of work mentioned. 457 of those
doing work reported that they had done peinting and 25% yardwork. Other iypes
of work ranged from substantial undertakings such as repairing the roof,

- sheetrocking, and putting in a new bethroom to such minor tasks es changing

lightbulbs in common areas.

477 of the tenmants who indicated that they had done some maintenance work
also indicated thet they received some sort of reimbursement for the work. Of
those who received reimbursement, 71% received reimbursement for materiaels

only.

O



c. Rents

--The range of rents

The mean current rent reported by the respondents was $337. Rents ranged
froma low of $42 to & high of $1600, though most were in the $200 to § 400
range as indicated below:

Rent Pet. of Respondents¥®
Under $10C W42
$10C to $ 199 14
$200 toc $ 299 36
$300 to $ 399 25
$400 to $ 499 12
Over $ 500 10

#27 declined to state their rent

--Views mbout whether the rent is "fair®

In response to the queestion "Do you think that the rent for your
(apartment/house) is fair?", 83% of the respondents replied affirmatively. L
of the respondents gave a modified answer "fair for Berkeley", a qualification
indicating that their rent was only fair relative to other Berkeley renis.

There was & relationship between asctual rent paid and tenant perception of
whether the rent was fair. However, its informational value is very limited
by the fact that there are no controls for the desirability of the
neighborhoed or the overall quality of the unit. Predictably the lower the
rent paid the more likely the tenant was to feel that the rent was fair.

OPINIONS ABOUT FAIRNESS OF RENT

Rent Rent Fair
$10C %o $ 199 967  (n=68)
$200 to $ 299 90 {n=181)
$30C to $ 399 a9 (n=126)
$400 to $ 499 80 {n=61)
Over $ 500 72 {n=51)

Setisfaction with rent levels may have & substantial impact on tenants’
perceptions about the adequacy of maintenance and, conversely, satisfection
with maintenance levels may have & substantiael impect on percepiions about
whether the rent ie fair. While showing & correlation between satisfaction
with rent levels and maintenance levels, the responses indicated a clear
distinction between views about the reasonableness of the rents and the
adegquacy of the maintenance,

10



83%7 of the respondents indicated that they felt that thelr rent was falr,
as opposed to 58% who felt that the maintenance was excellent or good. 12%
indiceted that they did not think the rent was fair, in contrest tc 16% who
felt that the maintenance was poor.

PERCEPTICK OF RENTS AND MAINTENANCE

Rent Rent

Fair Unfair*
MAINTENAKCE
excellent 95% 27 {(n=91)
good 85 8 (n=194)
fair 78 17 {r=132)
poor 73 22 (n=79)

*¥nfeir for Berkeley® not inecluded in this table.

The correlations between views about the reasonableness of the rents and
income levels were rather interesting. Views that the rents were unfair were
most frequent at the low snd high ends of the income scale and lowest in the
middle income ranges. 15% ¢f the tenants in households with an incone of
$15,000 or less felt that their rent was unfair, while only 4% of the house-
holds with an income ranging from $15,000 to $30,000 felt that their rent was
unfeair. 162 of the respondents in househclds with an income of $30,000 or more
felt that the rent was unfair.

d. Knowledge of the Law

Tenant responses indicated a widespread lack of knowledge regarding
eritical aspects of the rent law.

21% of the respondents did not know whether or not their unit was covered
by the rent stabilization law., Only 307% of the respondents knew that rents
could not be raised by virtue of & unit becoming vecant. Cnly 43% knew that
the board did not perzit an acrcoss-the-board rent increase last year. (A
system of random gueseing would have have resulted in 23X-33% of the respon-
dents giving the "correct” answers to these questions.) Or the other hand,
80% knew that a court order had to be obtained in order %o remove & tenant and
72% knew thet a landlord needed to get permissiocn from the rent bosrd in order
to reise the rent to cover the cost of a capital improvement., 137 of the
respondents knew the correct answer tc all of the knowledge quesilons.

T+ should alse be noted thet when tenants were asked about whether they

had received interest on their security deposits, many indicated that they did
nct know they were supposed tc receive interest,

b



Responses to the knowledge questions were as follows:

If a tenant falle to pay the rent on time, the landlord ...

may remove the tenant

Within'zdayﬁ, g.....-......éz
or, must obtain a court

order to remove the tensnt . . « + « « « 797
don'™ EKNOW « » 4 o » ¢ s & ¢ & 2 2 o « V1%

When & unit becomes vacant, the rent for the new tenant ...

may not be increased, « . + « o .« . o 30%
may be increased by 57 .« . 4« 4 . . .« 397
or, may be set at whatever level
the landlord and the rnev tenant
8ETEE 107 v 4 4 ¢ o 4 e 0 s w e e s e o 167
don't KNOW o o & ¢ o o« ¢ 2 s & « « o o » 127

If & lendlord replesces the roef....

the rent can be increased by 52 . . . .+ 5%
the rent can be raised to cover

the cost of the roof . + ¢« v &« « « + 5%
or, the landlerd must get permission

from the rent board to raise the rent? 7%
don't XNOW v « &+« « 4+ e o s s & « &« 15%

In 1984, Berkeley landlords were permitted
to raise rents ...

three and a half percent . . . .. . . 107
five percent « v & ¢ o ¢ o « o « o o o 20%
ten percent ¢ v 4 6« s e v s s s e s 57
or, not at 8l .+ « 4« v ¢ s 0 s e s oo AL3%
don't Know « o o &+ o o 2 ¢ o« 2 s » « & 20%

A number of hypotheses may be advanced for why tenants were more likely
to know about the requirements for rent increases for capital improvements and
removal of tenants after non-payment of rent, than about legal rent levels for
vacant unite and the 1984 ennuel general sdjustment. The requirement that a
court order be obitained in order to remove a tenant is & longstanding part of
the civil code of Californie and most other states in the U.S. The nature of
the gquestion about capital improvements and the fact that the survey was
conducted on behalf of the rent beard may have signaled that rent board
permission was needed in order to get & rent increase. The answers to the
gquestions sbout remecval of tenants and capital improvements presented
alternatives of different types, while the answers 1o the questions about the
1984 allowebdle rent increase and rent increases for vacant units presented
differing amountis.



For a number of reasons, tenants wmay not feel a need to know about
pome of the critical sspects of the rent law. Tenants who moved into their
spartments prior to the adoption of Measure D (June 1980} and had not looked
for new apartments since then would not need to know the law regarding rents
for units that become vacant. Tenanis who did not experience a rent incresse
in 1984 {912 of all respondents?0) may not feel & need to knmow whether a rent
increase over 1982 levels had been permitted. A few respondents explained to
interviewers that the correct answer to the question sbout the 1984 annual
increase must have been that no increase was permitted, smince they did not
receive any increase and they were sure that their landlord would have raised

the rents if permitted to do so.

Notwithstanding the foregoing snalysis of why tensnts might not have been

knowledgeable about the basic aspects of the ordinance touched upon by this
survey, the authors recommend an expansion of the beard's efforts to educate

tenants.

At e ot

10. Possible legal grounds for rent increases in 1984 included individual rent
adjustrent orders and rent increases authorized but nct taken in prior years.
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THE LIFE OF A TENANCY

e. Prior Residence

Half of the respondents were living in Berkeley prior to their move into
their present aparinment and most were living in the Bay Ares.

o
[¢]
[
.

Prior Residence

|

e

Berkeley
Oakland

San Francisco
other Esst Bay
other Bsy Ares
cther Calif.
other states
other countries

— R

W0 -3 OO O -

f. Reascons for Moving

Principal reasons for moving were personal, better location, and to
attend school. The majority of moves were necessary in order %o obtain non-
housing objectives in life, including changes in one's personel situation and
moving into the Bay Area. A relatively small percentage of tenants mentioned
better spartment as a reason for moving. The low ratic of moves in order to
improve one's housing conditions could either reflect satisfaction with one's
present housing conditions or the difficulty of finding a betiter apartment.

REASONS FOR LAST MOVE
(Alternatives were not read to the respondents)

Reasons Mentioned Most Important
lower rent 11% 7%
bigger apartment g 7
spaller epartment 1 1
better apartment g 5
better location 17 T
attend scheol ' 17 16
change in personal situation 3C 26
kid's school 0 0
jeb B 7
evicted or asked %o

leave by landloerd 7 7
problems with landlord 2 2
other reasons 8 8

T4



The 35 tenants who indicated that they were evicted or asked to leave
gave the following reasocns: landlord or relative moved In - 14, the property
was sold - 8, unit rehabilitation - 3, conversion to condominium or other use-
2, tenant damaged property - 2, no reason given - 6, None of the respondenis
indicated that they had to leave because they had not paid the rent.

The reasons for moving are quite consistent across demographic groups with
the exception of students -- 50% of the 87 students in our sample reported
that their reason for moving to their current apertment wes in order to attend
school,

g. Finding an Apsriment

The survey indicated that a little over half of all tenantis find their
apartment through word of mouth, either through a friend or relative (457) or
by knowing the landlord {9%). There were significant variations by race in the
way in which an apartment was found. Two-thirds of the Asian respendents found
their apartment through a friend or relative, but only one out of 64 Asien
respondents found their epartrent by knowing the landlord. 7% of all respon-
dents found their apartments through the U.C. housing office, but only cne
Black respondent found an apartment in this manner. Whites were far more
1ikely to find their apsriment through an apartment information gservice than
minorities.

EOW APARTMENT FOUND

all Whites Blacks Asians

{n=325) (n=67) {n=64)

newspaper 7% 8% 6% 3%
apt. inf. service 13 16 10 5
friend or relative L5 41 40 66
knew landlord g 8 15 2
bulletin board 3 3 2 5
U.C. student housing 6 7 2 9
sign on building & 6 9 5

other

Several patterns emerged in subgroup analysis of how tenants in Berkeley
find their apartments.

First, minorities are significantly less likely than Whites to make use of
gpartoent information services. :

Second, persons of every income category are nearly equally likely to use
an apartment information service for obtaining their unit.

Third, those tenants who found their unit through an apariment informetion
service were more likely than tenants at large to express dissatisfaction with
their unit. 687 of the 66 respondents who used an information service felt
that their rents were fair as opposed 4o 83% of all respondents. It appears
that those tensnts least established in the Berkeley word-of-mouth market for
rental units are least likely %o obtein units that they consider satisfactory.
(It is probable that the units with lowest rents are more likely to be taken
through word of mouth.)



h. Moving Intoc an Apartment

w-Fees for finding the spartment

The percentage of tenants who paid a fee in order 1o find their apart-
ment, 15%, closely approximates the percentage of those who used an apariment
information service in order to find their apartment. Indeed, virtuslly all
respondents who paid a fee to locate an apartment reported that the fee was
paid to an apartment informetion service.

~Deposits

Probebly the most significant finding regarding payment of deposits and
fees is that & substantial portion of tenants could not remember or were
uricertain about what payments they had made. However, it is possible that
most of those who were uncertain sitill possessed records of these payments.
One respondent reported having to pay six months rent in advance in order to
move into an apartment.

Type of deposit or advance Pect,
first and last menth's
rent required ’ 627
cleaning 29
security 24
some deposit, but respondent
unclear as to its nature 17

~-Rental Agreements

70% of all tenants reported that they had a written lease. Of those with
written leases, 61% reported that they had month-to-month agreements, and 317%
reported that they had one yeer leases.

Few respondents indicated that the terms of their lease - as distinci
from the amount of rent which they pay -- have been changed since they roved
in, or in the lest five years.

~-Responsibility for Utilities and Gerbage Collection

Most tenants indiceted that they pay for their gas & electricity bill
(P.G.4E). Eowever, it should be noted thet & substantial number of tenants
might not be conscious of the fact thet their landlord peys for the gas for
hot water heating. In & smell perceniage of cases repondents indicated that
they pey for part of their gas and electricity and the landlord pays for part
of it. Landlords eslmost always pay for garbage collection. About three
quarters of all tenants interviewed reported that their landlord paid the
water bill.
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PAYMENT OF UTILITY BILLS

Paid by Tenants Fet.
PIGI & E. 85
part of P.G. & E. 5
water 23*
garbage 3

¥The breskdown by building size is: 1-4 units - 467
5.10 units- 247;11-20 units- 6Zjover 2C units -~ 4Z.

i, After Moving In

~-Relations with the lendlord (or manager}H

Tenants' ratings of their relationship with their landlord fell between
their ratings of the reasonableness of their rents and the maintenance of
their units. 747 felt that their relationship was excellent or good. (As
previously indicated, 837 felt that their rents were fair and 57% felt that
their meintenance was good or excellent.) 17% of tenants felt that their
relationship with their landlord was fair and 7% felt that it was poor.

There were few significant subgroup differences in the petterr of
relationships., Women and minorities reported slightly more favorable
relationships with their lsndlord than édid Whites. Those tenents with the
lowest and highest rents had somewhat better relations that the tenants at
large, and the youngest ege groups of tenants had modestly poorer relations
with their landlords than did other groups. In no case were the differences
striking.

~=-Disputes with the landlord

23% of the respondents indicated that they have had disputes or problems
with their landlord. Of those who hed disputes, the disputes were about: rent
- 187, maintenasnce - 36%, a combination of rent and maintenance ~ 9%, other
reasons 35%, seversl reasons - 27.

39 respondents, 357 of those who had disputes, indicated that they had
made a complaint to an ageney or organization sbout their problem. They
cemplained to the following agencies or organizations: the rent board - 23
respondents, Renters Assistance Project (Univ. of Cal.) - 8, Berkeley Tenants'
Union - 12, building inspector - 6, & lawyer ~ 11, another agency - 12.

11. Some respondents indicated that they only dealt with the manager of the
property and not the owner.



--Action in the Event of e Future Dispute

Respondents were also asked, "If, in the future, you had & dispute or
disagreement which you could not resolve witha landlord, to whom or where
would you go?. The responses were as follows:

Agency or Organization Pct. Mentioned
Rent Board 51%
Renters Assistance Project 7
Berkeley Tenants' Union 6
Building Imspector 0
Attorney ' 17

Actual responses in the event of a dispute may differ substantially from
the sbove responses. Many respondents may have mentioned the Rent Board
because they were informed that the survey was conducted for the Rent Board.
When disputes arise advice from friends, agencies, and organizations would be
likely to lead to other agencies and organizations. The sample of respondents
who had disputes (36 cases) is not adequate to verify or refute such &
hypothesis.

--Interest on Security Depoéits

Section 7 of the rent ordinance requires landlords tc pay tenants
interest on deposits and advance payments of last month's rent, as well ag any
other payments, the primary function of which is to secure performance of the
rentel agreement. Said interest is required to be paid annually in cash or in
the form of & rent rebste.

Half of the respondents who have lived in their unit for over a year
indicated that they have not received interest on their deposits.

J« Bumber of Qccupents and Contributors to the Rent

The survey indicated that the vast majority of Ytenant households contaein
one or two persons and that only 10% of the units contain more than two
adults. In 2 majority of cases only one occupant contributes to the rent.

PERSONS, ADULTS, AND RENT PAYERS IN HOUSEHOLD

Persons in Adults in Contributors
nousehold household to rent
one 4L5% 50% 57%
two 36 40 34
three 10 7 6
four or nore 8 3 2
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k. Satisfaction with the Neiphborhood

L.8%7 of the respondents indicated that they were "not at all satisfied"”
with their neighborhood and 9.7%2 indicated that they were "not very
satisfied". 45.5%7 were "very satisfied" and 39.6% were "somewhat
satisfied".

1. Turnover

A traditionasl comment about rent controls is that they result in a8
substantisl reduction in tenant mobility. It was the opinion of the owners of
larger buildings and management coxpanies that turnover has substantislly
decreased in the past five years. The results of the tenant survey indicate
substantial turrover and seem to run counter %o these perceptions.

The table below contains turmover findings from this survey and date from

the 1980 census, The time spans measured in the tenant sanmple differ from the
time spans used in the 1980 census reports.

LENGTE OF OCCUPANCY

198/ Tenant Survey 1980 census
0-1% months 28% 0=-15 months L%
12-23 months 19
24-35 mwonths i 1663 months 367
36-47 months 10
48-65 months 10
66-83 months 5 6/ months or more  20%
8/ mornthe or more 16



IV. The Landlord Survey

a. The Sample

Rental unit owners were selected in the same manner as tenants. However,
the semple contacted wae limited to those whose telephone numbers could be
located, approximately 60% of the total sample. As in the case of the tenant
survey, each landlord was sent a letter about the survey.lZ

112 of the landlords who were contacted refused to be interviewed, While
no clear patiterns emerged in regard to the tenant refusals, & very clear
pattern emerged in regards to the landlord refusals. The owners' refusals were
almost umiversally based on hostility towards the rent board., In mwany

instances the refusals were accompenied by a discussion aboul whal was wrong
with the Board. In another 107 of the cases, messages were left with a third
party, but the landlord never returned the phone call.

The respondents owned approximaetely 1100 units. The composition of the
landlord semple in terms of building sizel3 date of acquisition, age, race,
employment stetus, sex, and household income is shown in the tables below.

Selected lLandlord Sample Characteristics

Building Size

No. of units Propoertion

in bldg. of sample
1 -4 39%
5 - 10 24
11- 20 19
over 20 18

Date of Acguistion

1937-59 13%
196069 18
1870-74 13
1975-79 32
198084 22

{Continued Next Page)

12. The letter is incliuded in Appendix A

13. Interviewees were instructed to limit their responses to the particulaer
building, which wes the subject of the interview.
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Age of Landlord

27 - 39 15
40 - 59 N
60 - 69 34
70 or older 20
Race®
pet.
White 66
Black 16
Asisn 17
*Based on 87 responses. 18 declined to

state.

Foplovmernt Status
Employed Fulitime 47%
Employed Parttime 21
Unemployed 2
Retired 26
Housewife 2

Sex
Men A
Women 35

Household Income Level¥

Less than $10,000 4%
$10,000 ~ $14,999 9
$15,000 - $15,999 13
$20,000 - $29,999 21
$30,000 - $39,999 16
$40,000 or more 36

*The above percentages are based on 75 cases.
30 respondents declined tc state their income.
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b. The Operation of the Rental Properties

—-Managerent and Maintenance

About one third (37) of the respondents indicated that they had hired s
menager. Most of these managers (31) 1ive on the property. About half the
respondents reported doing some or all of the maintenance work on thelr units
themselves. 14 indicated that they do all of the repairs, 21 indicated that
they do most of the work, 10 indicated that they do about half of the work,
and 12 indicated that they do & small part of the work.

-~Capital Improvements

79% of the landlords reported that they had made one or more capital
improvements since the beginning of 1979. Approximately one third (34%)
indicated that they had mede capital improvements in 1983 or 198..

The most commonly mentioned capital improveﬁénts (from 1979 through 1984)
were roof work, painting, and carpeting.

CAPITAL IMPROVEMERTS

Type of work Pet. Mentioned
Roof 22%
Painting 20
Remodeling ~ : 13
New appliances 10
Carpeting 8
Carpentry i
Solar installations 6

Other ' 15

Other capital improvements mentioned included foundations, plumbing,
electrical work, security systems, and landscaping.

Respondents were also asked whether they had increased rents as a regult of
the capital improvements. Only 8 indicated that they had.

These responses are consistent with the reports of the tenants that
substantial pumbers of capital improvements had been made -- particularly in
1983 and 1984; that roof work and peinting were particularly common
irprovements; and that few rent increases were directly attributeble tc the
improvements made.

~=Finding Tenants

The methods that landlords described for finding tenants paralleled the
methods described by tenants for finding their apartmenis. Inforzmal
mechenisms such as locating new tenants through existing tenants, by mowing
the tenants persorally, or through friends and relatives predominated. Among
formal methods, use of apertment information services was most common. The
lendlords repeatedly noted that fenants found them before they even looked.
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FINDING TENANTS

Method of finding Pet. Primary
tenants Mentioned Method

Newspapers 192 4
Ligting Service 35 15
Friends & Relatives 31 5
Enew tenants 37 7
Bulletin Board 5 1
Through present tenants 60 35
Signs 6 0
U.C. Housing 0ffice 20 7
U.C. Faculty Office 12 2
Word of Mouth 12 11

*In some cases owners indicated that they were not
familiar with the methods used because the manager
selected the tenants.

The landlords reported that the methods they used to find their tenanis
have not changed significantly within the past five yeers.

~-Turnover

6027 of the landlords indicated that turnover patterns had not changed in
the past five years (or since they purchased the property). However, the
responses that turnover patierns had not changed were heavily weighted towards
owners of properties with 10 units or less. Owners of smaller buildings,
especially buildings with four units or less may be less likely to notice
overall trends in turnover rates. Tenant selection procedures may have Bls0
caused the differences in perceptions regarding turnover rates. A number of
the owners of smaller buildings indicated that they took a great of time in
interviewing and selecting tenants in order to find tenants who would be mcre
likely to stay for a long time.

Of the 36 respondents who indicated that turnover rates had decreased, 26
indicated thet turnover had "decreased a lot". Two owners of buildings with
more than ten units indicated that turnover rates had increased.

—Problems with Tenants
Non-payment of rent

While many landliords reported that they had problems with ternants not
paying rent usually the preblems involved very few tenants. 44% of the
landlords indicsted that they had problems with tenants not paying their rent
within the last five years (or since they purchased the property). Non-payment
problems most freguently took the form of rent skips in which tenants moved
out owing rent. Evictlons for non-payment of rent were rare. 14% of the
1sndlords indicated that they had to evict & tenant for non-payment of rent.
12 1landlords indicsted that they evicted one tenant for non-payment of rent
and 2 reported two instances.
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¥While & substantial percentage of landlordes had had ncnpayment problems
the number of problems was very emall in relation to the pumber of units and
the number of years involved. The ratio of evictions to *reptal unit years"
wes 0.1%7. In other words the chances of an eviction for non-payment for a unit
within & year were less than one in one thousand. For approximately one
thousand units, BOZ of which were owned for five years or more, there were
only 14 evictions for non-payment of rent.

The volume of cases of tenants moving out owing rent was higher, but
st11] only & 1ittle above one percent per "unit year". The owners reported a
total of 61 instances in which tenants moved out owing rent within the past
five years; however, 25 of those were reported by one owner.

--0ther types of problems

46% of the respondents indicated thet they had other types of probleums
with tenants. Qut of the total sample, the following percentages of owners
indicated having the following types of problems: noise - 11Z, destruction of
property - 11%, unauthorized subletting or more tenants than the landlord
agreed to- 9%. Landlords reported a range of problems including law student
tenants who "practiced® on them, a tenant who used an excessive amount of
water to wash his car, and one ternant whe ran a retail fish business out of
his apartment.

--Rent Increases

60% of the respondents reported that they had taken the full amount of
all of the general adjustments pernitted by the Board. In each of the three
years that increases were permitted, ebout one-quarter of the owners did not
take the full increase permitted. Principel reasons for not taking the general-
adjustments were that the landliords liked their tenants or were concerned
about their financial situation {15) and they did not believe in raising thelr
rents each year (and preferred to wait until units became vacant){15). The
large, professionelly managed companies were more likely to teke the full
amount of the increase permitted; smaller owners, including many black owners,
did not.

--Mortgages

52% of respondents reported thast they had one mortgage on their propertiy;
30% had more than one mortgage; and 17% reported that they owned their
building free and clear. The great majority of financing was through fixed
rate mortgages. 77% of all repondents who had morigages reported that they
had fixed rate financing. 11% hed varisble rate morigages and 7% had both
fixed and variable rate morigages.

272 of respondents indicated that they had balloon payments coming due on

mortgages. 0f those who had balloon paymenis, 867 were for more than 10% of
the purchase price.
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b. Opinions About the Rents Permiited Under the {rdinance

~-Base Hents

Only 14% (15) of the owners felt that the rents they were permitted to
cherge were fair to them. Those who felt that the rent was not falr had widely
varying views about what size rent increase would bring thelr rents up to a
level that was fair. The following numbers of owners indicated that the
following size increases were necessary: 16 - 5%-10%; 16 - 11%-20%; 16 - 21%-
30%; 8 - 31%-50% - 8; 3 - 512.99%; € - 100% or more. Some respondents stated
that they were locked into low rents for particular units for which they had
not reised the rents up to building wide levels.

--General Adjustments

While the vast mejority of landlords felt that their bsse rents were not
fair to them, opinions about the general adjustments were mixed.

ADEQUACY OF GENERAL ADJUSTMENTS*

adequate 13%
some, but not all 64
inadequate 18
1981 (5% increase) inadegquate L5
1682 (9% incresse) inadequate 27
more than adequsate 4
1983 {4.75% ircr.) inadequate £3

¥Ko increasse was permitted in 1984

There was a wide divergence in responses as to what size general
adjustments would have been adequate. Some responses were in percentages,
other were in terms of standards (such as Consumer Price Index, 13
respondents. About 20%7 of those who felt that the increases were not fair did
not give & specific answer &5 to what general adjustment would have been
adegaute.

Responses as to what percentage rent increase would have been adequate in
198, by owners who gave specific percentage answers were as follows: 21 - 5%;
15 = 62~9%; 9 - 1073 5 - 152 or more.

Many of +the owners stated that the genersl sdjustment locked-in owners
who charged low rents during the base period while healthily rewarding those
who had high base rents.

737 of the respondents indicated that the general adjustments were not
adeguate to cover operating cost increases.



~-Individual Adjustments

73% of the landlords felt that they needed an individusl adjustment,
however only 8% indicated that they had applied for an individual adjustment.
Those who felt they needed an individual adjustment but had not applied for
one gave the following reasons for not applying: the Board is blased
(therefore applying is futile) - 54%, toc much hessle ~ 43%, the individusl
adjustment application fee too high - 32%, the process is too time consuming -
29%. Some respondents noted that it would take ther more than a year just to
recoup the $80 per rental unit application fee, in the event an increase was
granted., Many respondents became perticularly emotionasl when questioned about
individusl sdjustments.

--Many respondents volunteered that they agreed with the principle of rent
control, but that they felt that the Berkeley's rent control scheme was
unreasonatle.

-=f Dual Market

Other studies of urban rental housing markets have found significant
differences in the manner in which "large" landlords operate as distinct from
"ezall™ landlords.i4

A sapple of 105 landlords is not large enough to make conclusions about
the differences in operations of small end lerge landlords, and longtern
owners and recent purchasers. However, some striking patterns appeared, which
should be noted.

The 14 black landlords in the sample had significantly differing
ownership and opersting patterns and views than the other landloréds. All of
then owned properties of six units or less. In each year, a majority of them
(8 to 1C) did noct take the full general adjustment sllowed by the Board.

The survey results alsc seem to indicate thet owners of small properties
concentrate on finding longterm tenants and winimizing management expenses.

14. See studies cited in note 1, suprsa.
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c. Understanding of the Rent Law

Landlords were asked six questions regarding their understanding of the
operation of the rent law. The responses indicated that most were familiar
with the ordipance’s restrictions on evictions and most understood that
incresses %n mortgage payments are not & ground for an individual
.ad;}1.3.st:::twt..‘E

Trye False D/K

You may obtein permission from the rent board
to increase rents ...

To cover the costs of a new morigage that 16% 49% 337
has s higher interest rate?

To pay for minor meintenance such as new 8% &7% 237
mailboxes?

For major capital improvements, such as 55% 4% 207

e new roof?

You may evict a tenant if...
You want to rent the apartment to a friend? 07 91% 8%

The tensnt has a dog, but the lease 527 28% 21%
specifies no pets?

You ere tired of being a landlord end 9% 652 267
prefer tc keep the units vacant?

Many respondents indiceted that they felt that the right to an individual
adjustment was only theoretical and did not exist in reality. Some respondents
interrupted the interviewers before they could complete the quesilions about
the circumstances under which individual adjustments could be obtained and
indicated that it was impossible to obtein individusl adjustments for any
TEasOon.

15. Due to the complexity of the law and regulations there was no absolutely
correct answer to the answers that were posed. Generally, under the Rent
Board's regulations, & rent increase may not be obtained to cover the costs of
2 new mortgage. However, such increases are permitted "for properties
purchased or refinenced between June 6, 1978 and June 3, 1980 ... to the
extent that the owner demonstrates that rents were not increased prior to the
adopiion of the ordinance to cover such increased costs. Rent Stabilizeticn
Board Reguletion 1276 Increasses are authorized for capital improvements
unless the cost of the capital improvement is offset by a reduction in other
meintenance costs since the base year, The right to sll types of upwards
individusl adjustments in rents is conditioned on compliance with the rent
rebate provisions of Measure I, as well as complete compliance with the
current ordinance.



IV. THE VIEWS OF MANAGEMENT COMPANIES

The interviews of the wmanagement company representatives indlcated that
compeanies operate in substantielly differing manners and provided widely
differing views of the operation of the housng market. The views they
expressed about the operation of the rent ordinance paralleled those of the
landiords. The interviewees itook care to express their viewe and thoroughly
answer the gquestions.

a. Trends in the Operation of the Mansgement Company and Rental Business

Cne conmpany indicated that it hed lost business due to the rent
stabilizaticon ordinence because owners were noew Lrying to reduce their
operating expenses. Another indicated that it had gained clients because some
owners had turned over managment, irn despair over thelr insbility to manage
their properties under the conditions created by the ordinance.

One representative noted that there has been & trend towards parents
buying smaller buildings (single family to five or six units) for occupancy by
their children while they are attending scheool.

b.Selection of Tenan%s

Primery methods of finding tenants ranged from use of the U.C. housing
office to word of mouth through other tenants. Some preferred students, while
others preferred non-students. Reesons givern for preferring students were that
they were more conservative and had lower expectations regsrding maintenance.
Nen-students were favored because they move less often.

¢.lurnover

All of the interviewees indicsted that there had been drastic changes in
turnover rates since 1980. One company representative estimated that the
turnover rate had declined from 40% e year prior to rent contrel te & current
rate of about 8%. Another stated that the turnover rate had declined from
about 507 to 10 to 15%. Another stated that the turnover rate was in the 1 to
2% range, but added that, in addition, & substantisl number of tenants essign
their leases to new tenants without the consent of the landlord. One stated
thet more working persons (as opposed to students) were now seeking apartments
in Berkeley.

d. Problems with Tenants

--Tent payments

The management companies indicated that they did not have seriocus
problers with non-payment of rent. Two companies which each manage hundreds of
units indicated that they only have to go %o court once or twice a year in
order to evict a tenant for non-payment of rent. The problems which did occur
were usually over late payment of rents and bad checks and were quickly cured
by the tenants. One compeny indicated that the rate of delinguincies iIn rent
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peyments had gone down from 30% to 10%, while another stated that the volume
of bad checks nad increased from about 3 to 25 per month.

-~0ther problems

Other types of problems with tenants mainly had to do with carelessnes
with respect to maintenance., Tenants failed te call the management company
when repairs were needed, which sometimes resulted in greater damage. Two
companies strongly noted that many tenants failed to open doors and windows
after showers thereby causing extensive mildew and deterioration in bathroonms.
None of the mansgement companies indicated that these preblems rwere
maliciously caused by tenants.

e. Mortgages

The management companies indicated that only & small percentage of owners
had refinenced their properties since they purchased them. Most of the
refinancing was of short term second mortgages in situations where purchases
involved assumptions of existing first mortgages.16

£.Views sbout the Operation of the Rent Stabilization Ordinsnce

The mansgement companies had extensive comments about the rent ordinance,
its administration, and whet types of standards they believed would be reason-
sble. They indicated that the combined effect of the general and individual
adjustrent standerds was to force owners to reduce their maintenance and limit
capitel improvements to those which were absolutely necessary.

--General Adjustments

A1l of the management company representatives felt that the general
adjusiments were not adequate to cover operating cost increases and that
as 8 result steady deterioration of properties was occurring. Two company
representatives indicated that general adjustments should be equsal to the
percentage increase in the Consumer Price Index. & third stated genersl
adjustments should range between 5 and 10% per year and indicated that owners
would be more likely to do capital improverents if a minimum annual ineresse
of 5% per year were guaranteed. One stated that e fair rent would be 40% above
1978 levels, with an additional increase of up to $50 for units with lower
then sverasge rents.

16. Starting in 1978, as a result of the State Supreme Court decision,
purchasers had the right to assume existing first mortgages on real properties
without the consent of the loan institution. In the late 1970's and early
1980's, as interest rates soared, it became advanitageous to massume the
existing first mortgage on & property and obtain a high interest rate second
portgage from the seller, rather than to finance the purchase with a new first
morigage.
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w-Individual Adjustments

The management companies felt thet the individusl adjustments procedures
and their administration was extremely unreasonable. They stated that the
major disincentive tc applying for an increase was that any prior viclation of
either the current ordinasnce or Measure I could result in a rent decreese and
thousands of dollars in penaelties. As & resuli owners would not apply for
individual adjustments. Other comments and criticisms included the following:

1l. The owners ere intimidated by the Board. This is especially true of
older immigrant owners who are particularly intimidated by government
ggencies.

2. The application form is "insane".

3. The application fees are extremely high.

4. The staff is uncooperative.

5. The hearing examiners are biased.

6, The time and expense of obtaining an increase outweighs the benefits

thet may be obiained. 7
7. The decisions are not consistent.
8. The Board will not give written responses %o irnquiries.

In contrast to the other interviewees, one management company
representative seemed to indicate that the problem was basically with the
standards and did not see serious problems with the persons who administered
then.

Cne representative stated that the impossibility of obteining individuel
adjustments for cepital improvements prevented upgrading even if it was
desired by the tenants as well as the landlord. That representative indicated
this type of situation was commonly occuring, especially in cases where an
owner wanted to upgrade the security of & building.

Some suggestions were made for reforass (whigh based on the fenor of the
corplaints by the other management companies would have been universally
agreed upon). The suggestions basically centered on developing & procedure for
obtaining certification as to legal rent levels and & cutoff date for
complaints about old overcharges. Such certification would enable owners 1o
apply for individual adjustments without being afraid that their rents would
be lowered due to prior infractions, which may not be substantial. Also,
certification would make buildings more marketable. It was also suggested
that the Board should hire an owner counselor.
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VI. Postscript

We imagine that this report will be used as fuel for both supporters and
opponents of rent control in Berkeley and elsewhere, and that it has encugh

questions and answers to make everyone hsppy and angry. We leave the
conclusion to the residents of Berkeley.



APPENDIX A

City of Berkeley

RENT STABILIZATION BOARD
2180 MILVIA STREET (415) 6446128
BERKELEY, CALIFORNIA 94704

August 17, 1984

Dear Berkeley Resident(s):

The Berkeley Rent Stabilization Board is conducting a door-to-door
and telephone survey of tenants for the purpose of obtaining
information about their housing situation. The knowledge obtained
from the survey will be valuable to the Board in making policies
and establishing outreach programs.

Your household has been selected as part of a random sample to
participate in the survey. Within the next few weeks you will be

contacted by an interviewer.

All responses will be entirely confidential and will be used only
in combination with other responses for statistical purposes.

Your cooperation in the survey would be greatly appreciated. Thank
you in advance.

Sincerely,
%—-& ?.-‘.V{,C'-—M ?‘1——~ 47(:,4__

JACQUELINE FOSTER
Program Chief

Al



City of Berkeley

RENT STABILIZATION BOARD
2180 MILVIA STREET (415) 644-6128
BERKELEY, CALIFORNIA 94704

September 14, 1984

Dear Berkeley Property Owner:

The Berkeley Rent Stabilization Board is conducting a survey of
owners of rental property. The purpose of the survey is to obtain
information regarding ovmers' views about the operation of the rent
stabilization law and rental housing developments of the past few
vears in Berkeley.

You have been chosen as part of a random sample to participate in

the survey. Within the next few davs or weeks, an interviewer will
telephone you to conduct an interview. All responses will be entirely
confidential and will be used only in combination with other responses
for statistical purposes,

At this time, the Board is alsc conducting a survey of tenants. We
hope that you will be interested in this study and willing to cooper-
ate since the surveys present us with an opportunity to get both the
tenants' and owners' point of view.

Thank vou in advance.

Sincerely,

JACQUELIRE FOSTER
Program Chief

KB:eh
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