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The OFT fails consumers

The Property Standards Board today strongly condemned the OFT’s market study of home buying and selling, which has placed “free competition” above the need to help consumers, by proposing relaxing consumer protection in the Property Misdescriptions Act so as to attract new entrants and business models into estate agency.

Owners already have a plethora of estate agents to choose from when selling their homes.  What they want – and expect – is a regulated industry where service providers abide by a Code of Conduct, are properly trained, insured and supervised, and where agents who do not comply with decent standards are removed from the industry.  

The OFT’s own research shows that most consumers think they get value for money, and that the vast majority – 93% - agreed that “all estate agents should have to obtain specific qualification to be allowed to trade” (1). 

RICS’s research shows half of all consumers already believe that an estate agent has to register with the government, with two thirds expecting them to abide by Codes of Conduct. (2)

The OFT fails to recognise the absence of choice for home buyers (who cannot “shop around” for agents), the imbalance of information between agents and clients, and the inexperience of users of estate agents’ services (as few will enter this market with any frequency).  This is exactly the type of market where consumer protection to promote standards and compliance is essential.  Despite this, the OFT recommends that the requirements of the Property Misdescriptions Act be LIFTED from internet-based agencies – presumably to allow Google into the market – thus leaving clients less protected than at present from such marketing.

This is in complete contrast with the government’s plans announced this month to introduce full regulation of letting agents (which are often the same firms as estate agents) in a move warmly welcomed by the Property Standards Board.  Effective regulation of all property professionals must be joined up with regulation of all agencies selling, letting or managing residential properties to ensure minimum standards of consumer protection in all housing transactions.

The Property Standards Board – set up to raise standards within the residential property transactions field – has today published its cross-industry Consumer Charter (attached) and written to Peter Mandelson at BIS urging him to follow the CLG lead by regulating estate agency, rather than to follow the OFT suggestion of relaxing consumer protection to attract more providers into this industry.

Dianne Hayter, Chair of the Property Standards Board, said “Consumers are clear they want enforced Codes of Conduct, and higher standards in estate agency.  We want all agents to meet the standards of the best rather than see the entry of new, unregulated firms and business practices.  The OFT should be responding to consumer demands and expectations rather than cling slavishly to free market, competitive criteria”. 

Notes to Editors: 

1. The Property Standards Board was established in 2008 with the aim of promoting the interests of consumers in residential property, through standards, codes, information, registration or regulation, as appropriate.  Its membership includes representatives from ARLA/ NAEA/ RICS/ ARMA/ TPO/ TSI (3) together with an independent Chair, Dr Dianne Hayter.

2. The Consumer Charter sets out, in the form of a Code, the standards consumers should expect of all estate, lettings and managing agents.

3. While all estate agencies have to be registered with an Ombudsman Scheme (4) to deal with complaints, there is no requirement for them to abide by any Code of Practice in order to enter the industry, and no compliance checks on their treatment of customers.

4. The Rt Hon John Healey MP (CLG Minister for Housing) announced on 3 February that the government would introduce full regulation of letting and managing agents.

5. Property Misdescriptions Act applies to properties which are on the sales and lettings market (though not to those only on the lettings market).  Removing internet-based sales advertising from its would reduce consumer protection.

[1] OFT, Home Buying and selling, Market Study 2009: Quantitative Consumer Survey Report, November 2009

2 RICS, ComRes study, May 2008

3 Association of Residential Letting Agencies, National Association of Estate Agents, Royal Institute of Chartered Surveyors, Association of Residential Managing Agents, The Property Ombudsman, the Trading Standards Institute
4 under the Consumer, and Estate Agents Redress Act.  The two Schemes are The Property Ombudsman and the Surveyors Ombudsman Scheme.

