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Does Rent Deregulation Influence Housing Tenure Cho  ice?
The Case of the Czech Republic

Dagmar SPALKOVA —#di SPALER

Abstract

The choice between buying and renting house isllysgderred to as tenure
choice. Existing literature defines several typifsadtors (patterns) which influence
this key decision every household has to makeurlamalysis we propose one more
factor which might be of interest. Based on theadatvering last phase of the
rent deregulation process in the Czech Republic (ER005 — 2011 we assess to
what extent rent deregulation in the CR has infbgehthe tenure choice patterns.
Our analysis using logit model did prove that regal rents were an important
factor affecting tenure choice. After deregulatlmmuseholds living in apartments
with regulated rent preferred to buy house rathw@art stay in rental sector. The
results show that also in the CR was tenure choifleenced by household
income, education, marital status. By contrast,dggnage, number of children
or retired persons in the household turned outdartsignificant.

Keywords : housing, tenure, choice, factors, logistic regressi
JEL Classification : D12, P36, R21

1. Introduction

The choice between owning and renting house, wiicme of the key deci-
sions made by any household, is usually referreasttenure choice. This issue
has been drawing attention of researchers for ngaays. They focus mostly on
identifying the determinants which are relevanthe decision of households to
own or rent their housing as well as on establhire degree of their impact.
A host of authors view tenure choice as an indepeindecision. Nevertheless,
a more common opinion has it that the choice of dndype is only one part of
all the other decisions that households have toenrakelation to consumption
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and investment (Turner and O’Neal, 1986). Thusremhoice is typically ana-
lysed in connection with household mobility (Boeh981; Krumm, 1984)
housing attributes (dwelling characteristics — Bueth982; Andersen, 2009), as
an element of consumption and investment decigjartte and Varaiya, 1978;
Henderson and loannidis, 1983) or with respecbigsbhold attributes (Burgess,
1982; Coolen, Boelhouwer and Driel, 2002; BazyD20

Tenure choice is probably most frequently examinezbnnection with house-
hold attributes. A wide range of these characfesstan be categorized into two
basic groups, namely socio-economic and demogramés. Burgess (1982)
identified impact of individual characteristics thfe household head on tenure
choice. According to Burgess, the probability @irfig in one’s owned house is
significantly influenced by the head’'s age, housglstze and current income in
both types of households (male headed/female hgafletiatistically significant
but negative impact was confirmed in case of welfacome and living in the
city centre. Second income and employment statdsibanfluence.

Bazyl (2009) was also involved in analysing an actpof the above factors
on tenure choice. She labelled them socio-demogragiaracteristics of house-
holds and compared their importance across setnalpean countries. Per-
formed analyses led her to a conclusion that ngerjgoved to be an important
factor influencing the decision to buy a home ihaalalysed countries without
exception. In most countries the fact that the bbokl head is a citizen of that
country (i.e. they are not foreigners) can be avene significant than the mar-
riage itself. In most countries the odds of homeenship grows with higher age
of the household head and his/her income. Bazydugily expanded her basic
model — in one of them she investigated only reeeigrants. This last case
demonstrated that the impact of income on tenucgcehis many times greater
than the model involving all households.

An alternative approach is developed by CoolenelBauwer and Driel
(2002). In their paper they deal with the impactlitéd goals and values of
households on their preferences for the given Ingugipe. Using the means-end
model they proved that about 91% of decisions nadudeit a type of housing are
influenced by particular household characteristieg;h as age, income, house-
hold composition etc.

Ulker (2008) claimed that surprisingly little aiteon had been given to the
impact of individual characteristics on a houselsdiusing expenditures, although
a host of authors studied a mutual relationshipheSe characteristics and the
decisions of households about consumption and imesd. Ulker proved that
home ownership is more likely to be chosen by ashbald headed by a married
white man in his fifties with higher education.His view, housing expenditures
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for homeowners are relatively less significant iagortion to the total budget of
the household if the number of its working membgeogs up. Alternatively,
renters (who have lower mobility costs) can be nilerdble in adapting housing
to their needs. As a result, their expenditurefiawmsing and on other goods are
proportionally allocated. Despite many differenedisthe researchers studying
tenure choice in connection with household attebuagree that the level of in-
come has the most profound impact on the outconmewasehold decisions.

Tenure choice is mostly analysed from the microendc perspective, since it
examines individual decision-making of householdpahding on various factors
shown above. Nevertheless, the mutual proportiém@meownership and rent-
ing are also influenced by other factors such #atian, taxes, unemployment
rate, interest rates or credit availability. Infhee of these macroeconomic de-
terminants was studied e.g. by Fischer and Jaff@32 According to their analy-
ses GDP has a positive but statistically insigaiftceffect on homeownership
rate. The effect of inflation remains unproven. ydel not restrict their research
to the above factors only. Their ambition wasdeek to evaluate the potential
impacts of social, political, legal, cultural andher variables”in order to un-
derstand‘homeownership as an international phenomenoiithey concluded
that they had found some factors associated withelmovnership rates but they
failed to develop,a single equation model with the comprehensivalaatory
power of homeownership as a global pattéfischer and Jaffe, 2003, p. 37).

The issues of tenure choice were touched on bglCasathors as well. While
Spalkova and Spalek (2014) connected the choicerafre with the housing
expenditures, Lux and Sunega (2012) assessedfitienice of the form of owner-
ship (i.e. only tenure) on mobility. Using familg@unts statistics, Tsharakyan
and Zendik (2011) studied whether the rent deregulation badimpact on
households renting behaviour or their ownershigustdrenters vs. owners).
None of the above papers is devoted to the analys&saure choice itself.

Our analysis is oriented onto the selected faatbtbe tenure choice in line
with the above theoretical models and their emginiesults. We have enhanced
this kind of analysis with introducing one moretéac On basis of the data cov-
ering the last phase of the rent deregulation m®aethe Czech Republic we try
to capture the relative importance of the processooming the tenure choice
pattern of the Czech households.

Rent control is integral part of housing policynrany countries (for survey
of various systems of the rent control see Arrii#95 or Lind, 2001). Haffner,
Elsinga and Hoekstra (2008) characterize particfdens of these systems in
several countries and discuss reasons for thecoetol policy. This is topical in
the Central and Eastern European (CEE) countrigbeasransformation period
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was accompanied by the re-definition of the hougialicy with large privatisa-
tion of the housing stock followed by discussiomstbe rent control abolish-
ment. Still there is no agreement on the uniquesimgupolicy concept, but as
pointed Hegedilse and Tosics (1998), integral plagvery system should be
rental sector based on at least cost-covering.reatsand Sunega (2010) sum-
marize the development of the private rental sectdhe Czech Republic (CR)
after 1990. Proposal of the state support of tletasoental housing in the CEE
countries can be found in Sunega et al. (2011).

Our paper has combined two of the above mentiapptbaches towards the ex-
ploration of tenure choice. Based on the resulte@fconometric model, we have
defined the factors that affect tenure choice cdd@zhouseholds over the period
2005 — 2011. Using the acquired factors we hawbduquantified their impact on
the selected samples of migrants and renters. ihmésao assess, whether and
to what extent has rent deregulation in the CRuarfced the tenure choice pat-
terns. We will verify if the same factors as inetlcountries affect tenure choice
as well as to find out whether the ongoing derdguiaaffected tenure choice.

2. Material and Methods

As shown above, our approach relies on the gadinttanalysis of sampled
data. In order to analyse tenure choice we havkegpgn econometric model in
accordance with the most frequent approaches. Tdeehrelies on a form of
a regression logit model (e.g. Bazyl, 2009; UIK&08). This approach allows
us (using the so-called odds ratios) to capturdrttizidual influences of each
set of potential factors that may affect tenureicgddl' he model enables to calcu-
late the conditional probability of the choice oparticular type of housing de-
pending on a given factor, provided that the valfesther factors are constant.
In this paper we have used a logit model, which thas following formula
(Wooldridge, 2006):

T
|Ogﬁzﬁo +,31X1+...+,BKXK (1)

where

71— probability of homeownership for a given vabfex and takes the form of nor-
mal cumulative distribution function:

z u?
m=0(z)= J‘%e_2 du

Xx — explanatory variables (see below),
B« — coefficients estimated by the logit model.
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The values of the coefficienfg express the effect of each factor on the ten-
ure choice and at the same time show its directiéa.refer to homeownership
as the default choice, because the values of th#ficdents 5, are related to this
option. Positive values of the coefficiefittherefore indicate that higher values
of factor x, increase the likelihood of choosing home owners@iip the other
hand, negative values indicate that there is agrékelihood of choosing rental
in case of high values of factg. Then for those factors with a dichotomous
nature (Yes = 1/No = 0), lower values of the fagtwgan ‘No’ and its higher
values ‘Yes'.

The analyses included in this paper are basetiedata pertaining to Czech
households collected by the CSO (The Czech Statisbffice). The data were
collected under sample surveys of income and liaogditions of households
between 2005 and 2011, under the Living ConditPragramme (called herein-
after the EU-SILC). This data set contains infoiibrabn the social structure of
households, their incomes and expenditures. Thesdalate to the date of the
investigation, i.e. the defined date in the sprrighat year, only incomes are
listed for the previous year. The sample seledembnsidered to be a minimally
distorted representative sample of Czech houselfelds a total 8,866 house-
holds were examined in SILC 2011). To make thissauiple of households
applicable for the entire country, a new PKOEF fioeint showing the weight
of each household examined was constructed. Fopuhgose of our analysis
(described in more detail in the sections 3.2 aBjl\8e developed pseudo-panel
data sample. The household investigated by EU-Sll®@ey usually stays four
years in the panel and up to one third of the penahnually renewed. This ena-
bled us to analyse changes of households’ chaistaterbetween two (or more)
years.

In the data sets, households are divided intodieeips according to the form
of ownership. For the purposes of our analysis,dwaw the relevant division is
the category of home ownership or that of rentedshnmy. Homeownership
comprises of three different forms — living in amred house, in an apartment in
personal ownership, and an apartment in cooperatwesrship. Lease and rent-
al of the whole apartment fall into the categoryasfted housing.

After calculations for the entire population o&tlER it was ascertained that
the percentage of homeownership significantly edsdbe percentage of rented
housing and keeps increasing over time. The owiercentage grew from
73.6% in 2005 to 80.6% in 2011 (see Table 1). lfdeecompose the percentage
of migrants, we found that majority of migrants @fmom rental sector (90%).
The structure according to this indicator (aftdceakations for the entire popula-
tion of the CR) is as follows:
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Table 1
Household by Tenure Status (%)
2005 2006 2007 2008 2009 2010 2011
Owner-occupied 73.6 74.1 74.9 76.0 76. 79.0 80|6
Tenant 26.4 25.9 25.1 24.0 23.2 20.9 194
- market rent 5.5 55 5.4 5.7 6.2 5.9 14.4
- regulated rent 20.9 20.4 19.7 18.3 17.0 15/4 9 4
Total 100.0 100.0 100.0 100.0 100.0 100.0 100/0
- migrants — - - 6.4 7.9 5.0

Source Authors, SILC database 2005 — 2011.

This development was the logical result of graqualatisation of the hous-
ing stock in the past. Privatisation, however,lesv/ becoming a thing of the
past, and so a question emerges: What factors daused this development in
recent years? To what extent have demographic @idezonomic characteris-
tics affected household's choice of the type ofshg? Which of these charac-
teristics has been statistically the most signifieaHas the structure of the
households in both sectors changed in any way?

The hypothesis of our research analysis is asvisll “Home ownership is
preferred in households where the household hesmd hagher than basic educa-
tion and is married. Rented housing is preferreddwer-income households
that are 'incomplete specifically, divorced persons with children.”)(H

The rent paid for an apartment is one of the ramgtificant items of house-
hold expenditure related to housing. Attention asdpto it, not only because of
its high ratio in household expenses, but also lmeét has a substantial impact
on the quality of housing (and hence life) of indival households. In the Czech
Republic there were changes in the rent controlv bad regulated rent was not
able to cover the necessary costs associatedheithteration and maintenance of
housing. Efforts to increase the rents to a maldet| (after 1989) have long
been unsuccessful (Jahoda and Spalkova, 2012)lyFitize deregulation act
(Act No. 107/2006 Coll.) has brought a unilateradrease of the level of rents.
Four-year process of deregulating rents was beguanuary of 2007, intended
to lead to a convergence of regulated and markes.r&he process covers more
than 750 thousands of rental apartments (80% ofehtal sector). The begin-
ning of the deregulation process was also tiechéoititroduction (redefinition)
of social benefits intended to ameliorate its impathouseholds. The deregula-
tion process took form of the gradual (annual) ease of the regulated rent
based on average local real estate prices. Targel 6f the annual rent was set
to 5% of the house/apartment price (Jahoda anck®gal 2009). By 2011, rent
control was therefore to be completely eliminatedh rent prices exclusively
determined by the market. In 2009, however, the Wag amended, primarily
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because of fears concerning the social situatidaroflies living in rental hous-
ing. These fears resulted in adjustment of the sageregulation deriving from
the rise in real property prices. The amendedImsted for the end of deregulation
to be pushed to the end of 2012 in selected ctiddocalities (larger cities includ-
ing Prague). This amendment act applied to abo¥i 40 rent-controlled apart-
ments. Rent control in Czech Republic was findliglished by the end of 2012.

3. Results and Discussion

In respect to the above hypothesis, we dividedamalysis into three steps.
First, the factors affecting tenure choice of tbenplete sample of Czech house-
holds are derived on the tenure choice model @e@&il). Second, the robust-
ness of the results is tested by the applicatiothefsame model onto the sub-
sample of Czech households. Only those househbltsmoved their house
during the selected period (and had to really cadbsir tenure) were subject to
the analysis (section 3.2). Third, the effects i tent deregulation onto the
tenure choice are tested via second subsample. dléeted only households
living in the rental sector (both regulated and keaurents — section 3.3). We
presume that these types of households are thosh whght have been influ-
enced by the deregulation process most. The praociggd force the households
to move their house and to doubt the changing eftémure. The households
living in the timet — 1 in the rental sector could move in the titie the owner
sector or to stay in rental one.

In line with the above hypothesis, we focused lmn éxamination of the im-
pact of the demographic and socio-economic chaistits of the households on
tenure choice. To some extent, the range of palefatitors is determined by the
used data source. Potential factors mostly compiseacteristics monitored
within SILC survey (i.e. our source of data), oriahles that can be derived
from monitored characteristiédn accordance with the proposed hypothesis we
have concentrated on the household heads — theigegder and marital status
and also on the household from the perspectives @cdonomic status, disposable
income or number and age of children.

3.1. Housing Tenure Choice — Complete Czech Househ olds Sample

First our attention is paid to the complete sangbl€zech households in our
data set. As noted above, this sample compris&§ &8ech households.

! Definitions of individual factors are based onveyr methodology and can be found in
Commission Regulation (EC) No. 1983/2003.
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In examining the factors influencing tenure choieeuse the vector of varia-
bles shown in Table 2. The table also providesamsralues of individual fac-
tors in households living in their own home (apamtor house) and households
living in rented housing in 2011. The variableshngreatest differences can be
seen as potential factors influencing tenure choice

Table 2

Summary Statistics by Tenure Status (explanatory wéables), 2011
Type of ownership Owners Renters Total

Mean SD Mean SD Mean SD

Household size (number of persons) 2.567 1.222 1230 1.295 2.515 1.2417
Number of economically active pers 1.15% 0.97( 0.981 0.88¢ 1.121 0.957
Number of selemploye 0.20¢ 0.47(C 0.15¢ 0.411 0.19¢ 0.45¢
Age of household hez 53.19¢ | 15.52¢ | 48.25¢ | 17.37° | 52.23t | 16.02(
Gender ohousehold hea(0 = F;1=M) 0.79: 0.40¢ 0.64¢ 0.46¢ 0.771 0.42(
Education in the househc
(1 = both primary school, 0-higher) 0.065 0.247 181 0.317 0.075 0.263
Household head is sing| 0.12¢ 0.33: 0.267 0.44: 0.15: 0.36(
Household head is marrie 0.61f 0.48i 0.38¢ 0.481 0.571 0.49¢
Household head is divorce 0.14: 0.34¢ 0.227 0.41¢ 0.157 0.36¢
Household with childrer 0.35: 0.47¢ 0.33¢ 0.471 0.34¢ 0.47:
Children under two year 0.07¢ 0.27(¢ 0.09( 0.28 0.081 0.27:
Fully employed househc 0.03( 0.17¢ 0.07: 0.25¢ 0.03¢ 0.191
At least one retire 0.27¢ 0.447 0.23¢ 0.42¢ 0.267 0.44:
Household head works in public se* 0.02¢ 0.16( 0.021 0.14¢ 0.02¢ 0.157
Household resides in Prag 0.10% 0.30¢ 0.25¢ 0.43¢ 0.13¢ 0.34:
Total floor area per persc 38.88¢ | 22.75. | 31.57: | 17.20¢ | 37.47% | 21.97¢
Household income (disposat 12.65¢ 0.59z | 12.44( 0.62¢% | 12.61: 0.60¢

* Dichotomous variables take values 1 (Yes) / 0 (I$@).— standard deviation.

Source Authors.

As seen from the table, larger households (acogrdi the number of its mem-
bers) preferred homeownership to rented housinghétsame time these house-
holds were characterized by a higher number of @oarally active members or
a higher number of the self-employed. As a rulayjsebold head living in their
own house or apartment was a married male, avaiggeround 53 with higher
than basic education. Typically, home ownership rgtted to a larger total floor
area per person but it must be noted that it rafrged 14 nf (150.69 ff) to 60 nf
(645.83 ff) per person. Households having at least one defieson tended to
live in the homeownership sector. In contrast, ebokls living in rented housing
were headed by a woman with lower education an@éiage (about 48 years).
The woman was more often single or divorced tharrieth Households with no
economically active member (and at least one ur@ragd) were more frequently
found in rented housing. These households had denadily lower income in
comparison with the households in the homeownestor. However, there was
no marked difference between home owners and seasefar as children are con-
cerned (or babies up to two years of age). Viguath impact on tenure choice
was observed whether the household head was warkthg public sector or not.
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The above characteristic of households, basedenage values of investigated
factors, must be taken as tentative. There coulda tarelation between the ana-
lysed factors. In other words, differences in agersalues between rented and
ownership housing can be caused by multiple factwran impact of other, latent
variable. In order to distinguish a real impactirofestigated factors on tenure
choice it is necessary to use the econometric mbedséd on the logit estimation.

Results of the regression analysis examining &ichoice determinants are
summarized in Table 3. Marginal effe6t is computed not only for the year
2011 but they also cover a seven-year time spadb(202011). This enables to
assess trends of development of these effects.

Table 3
Logit Estimation Results for Housing Tenure Choicg1 = owner)
Factor (xy) Marginal effect (5
2005 2006 2007 2008 200 201p 2011
Constant 5.744 4.846| 4.174| 4.365| 5.521| 5.484| 5.550
Household size (number of persons) 0.134€.186| 0.190| 0.235| 0.190f 0.151| 0.143
Number of economically active persong 0.1860.051| 0.012 0.014| 0.020| 0.007| 0.022
Number of self employed 0.082 0.160| 0.171| 0.131| 0.086| 0.059| 0.030
Age of household head 0.020 0.017| 0.014| 0.013| 0.018| 0.015| 0.014
Gender of household head (0 = F;1 = M) 0.02€0.046| -0.067| —0.001| 0.025| -0.021| 0.017
Education in the household
(1 = both primary school, 0-higher) —0.258| —0.283| —0.239| —0.278| —0.320| —0.235| —0.299
Household head is single* 0.364 0.176| 0.107| 0.211| 0.196| 0.092| 0.165
Household head is married* 0.5190.470| 0.455| 0.479| 0.469| 0.369| 0.454
Household head is divorced* 0.1Y7 0.059| —-0.041| -0.024| 0.045| —0.009| 0.079
Household with children* 0.1611 -0.010{ —0.054| —-0.036| -0.053| 0.120| 0.174
Children under two years* 0.099 0.096| 0.137| 0.037| 0.200{ 0.013| -0.078
Fully unemployed household* 0.1$3-0.045| —0.320| —0.289| —0.195| —0.096| 0.038
At least one retiree* 0.134-0.092| —0.090{ 0.033| -0.070{ 0.001| 0.108
Household head works in public sector 0.1840.236| 0.196| 0.151| 0.084| 0.043| 0.158
Region
Prague* —0.927 -0.792| -0.740| —0.745| —0.663| —0.527| —0.641
Moravia-Silesia* —0.686 —0.525| —0.475| —0.589| —0.427| —0.219| -0.261
South Moravia* —0.164 —0.281| —0.349| —0.430| —0.280| —0.052| —0.023
Usti nad Labem* —0.186-0.069| —0.135| —-0.203| —0.200| —0.122| -0.158
Central Bohemia* —0.00b 0.296/ 0.261| 0.174| 0.186| 0.276| 0.255
Zlin* 0.116| 0.343| 0.299| 0.270| 0.220| 0.401| 0.362
Olomouc* —0.333 -0.060( -0.133| —0.252| —0.160{ 0.216| 0.309
Karlovy Vary* —-0.122 0.064| —0.131| -0.101| —0.042| 0.047| 0.235
Plzei* —0.249| -0.085| -0.083| —0.181| —0.222| 0.101| 0.142
South Bohemia* —0.211 -0.095| -0.121| —0.174| —0.286| —0.084| —0.079
Vysaina* 0.340| 0.243| 0.152| 0.030| 0.190| 0.232| 0.326
Hradec Kréalové* —0.088 —0.067| 0.029| —-0.091| —0.064| 0.083| —0.036
Liberec* -0.79¢0 -0.351| -0.316| —0.416| —0.293| -0.004| —0.144
Total floor area per person 0.0R50.026| 0.026| 0.026| 0.025| 0.023| 0.022
Household income (disposable) 0.314 0.261 0.228 380, 0.314| 0.333| 0.334
N 4161 7185 9273 10787 9502 8 756 8 504
Nagelkerke R 0.277 | 0.275| 0.258 0.254 0.243 0.212 0.277

* Dichotomous variables take values 1 (Yes) / O0)(Nbd All values are statistical significant at 99% level
(t-statistics are upon request by authors).

Source:Authors.
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As expected, one of the most significant factdéfecéing the choice of type
of housing in 2011 (as in other years) was the tadastatus of the household
head %"= 0.454). If the household head was married, thgsaxf choosing
homeownership increased. The analogous assump#othat single or divorced
persons would more likely prefer rented housings wat confirmed. On the
contrary, the singles were more likely to choosenbdownership even if the
strength of this factor was far weaker. The otlwmng factor was the net disposa-
ble income of householdg**!= 0.338). Higher-income households tend to prefer
homeownership to renting. The importance of thiddawas growing over the
covered period. Among other strong (and statidicgijnificant) factor, affect-
ing tenure choice in 2011, was education of housemembers °*'= —0.299).
Our findings showed that households with lowestll@f education (both primary
education maximally) was more likely to choose ednihousing. The most sig-
nificant factor affecting tenure choice was resimem Prague£°*'= -0.641).
This can be linked with a high proportion of renfeds as compared with pri-
vately owned flats (or houses) in the capital eityl so renting is a much faster
and simpler way to acquire a new home there. Préggaéso a university city,
where many students and mainly graduates obviqursifier renting. At the be-
ginning of the analysed period the same situati@s \w five other regions
(South Bohemia, South Moravia, Moravia-Silesia,idsid Labem and Liberec).
With the deregulation process the probabilifedecrease and become less im-
portant. On the other hand, three Czech regionsit(@leBohemia, Zlin and
Vysaoéina) are typical of large owner occupied sectorisTinight be caused,
beside other factors, by high proportion of the Iyesonstructed houses (com-
pared to the rest of the country).

Others factors affecting tenure choice can bedo&®ented housing was cho-
sen with high probability by the households withoaer number of persons
(#*°*'= 0.143). So the results corroborate the assumpti@nhomeownership is
affordable only for higher-income households, whigsually corresponds to
higher education. This housing type is preferredfdopilies (not individuals),
i.e. a higher number of persons per household,ats@ by households, whose
members work, since it is necessary to make regudstgage payments (i.e. the
past significance of the number of economicallyivectpersons grew much
weaker in 2011). For the second time children withhousehold became signif-
icant towards choosing homeownership in 20€1't= 0.174). The influence of
other factors, i.e. the number of self-employeds aggender of the household
head and the total floor area per person was mableshed.

By contrast, a sharp decline in the significanE@anomically active per-
sons per household as a determining factor forrésmmhoice was observed
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throughout the period. While in 2005 a higher numiileeconomically active
persons markedly increased the odds of homeowipecstuice, §°%°= 0.186),
by 2011 this factor nearly lost its significang&t'= 0.022). An impact of the
number of the self-employed per household, singldiviorced persons, children,
retired persons or fully unemployed persons isemattariable and hence uncer-
tain over the long term.

Table 3 also indicates the development trendshefindividual factors in
tenure choice over the period 2005 — 2011. Througtios period the following
factors had a decisive effect on tenure choiceorime of the household; educa-
tion of its members; whether the head of the hooigelvas married or not. If the
head of the household was married, the membeirsedhdusehold had a higher
than basic education and a higher income, it irspie choice of homeowner-
ship. Our results in this respect correspond ta¢iselts of similar foreign stud-
ies. Ulker (2008) in his article showed that themes a highly significant influ-
ence of socio-economic characteristics, such asmecand education on the
tenure choice of households in the USA. Both Ul808) and Bazyl (2009)
confrmed a decisive impact of marriage on tenum®ice of households
throughout all monitored European countries.

3.2. Housing Tenure Choice — Subsample of Migrants

Tenure choice model was applied also to the sublsaconsisted of the
households that have moved during the period 20@®H. The subsample
comprises 1,142 Czech households (equals 426,806eholds in the whole
population)? Results show that also for such households (tadtth decide on
the choice of the tenure) there are the same feurf&ctors that influence the
decision: marital status of the household head ried); the net disposable in-
come of households, education of households’ mesrdnad residence in Prague.
Compared to the complete sample there are diffesent the relative strength
of the factors (see Table 4).

The most important factor that influences the terahoice decision for mov-
ing households is again the residence in Pragti& °*'= —0.432). If the mov-
ing household is from Prague and at the same tiousdhold members have
lower education/?°'%***'= —0.210), there is high probability that the hdwsé
will move to the rental sector. The second stronfpedor was the marital status
of the household head — marriagé®®***!= 0.339). The same applies for the
net disposable incomg?**?°!'= 0.247) while the influence of both factors is
somewhat weaker compared to the complete sample.

2 The method how the households that moved have kememnized in our sample is upon
request from the authors.
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Table 4
Logit Estimation Results for Housing Tenure Choicg1 = owner) for Migrants
Factor () Marginal effect (B)"
2008 — 2009 2009 — 2010 2010 — 2011
Constant 2.837 4.246 4.047
Household size (number of persc 0.14¢ 0.13¢ 0.12(
Number of economically active pers: 0.02¢ 0.03¢ 0.061
Number of selemployer 0.07¢ 0.004 0.11¢
Age of household hes 0.011 0.01« 0.01cC
Gender ohousehold hea(0 = F;1=M) —-0.05: -0.001" 0.01¢
Education in the household = both primary school,-higher -0.287 -0.19¢ -0.21(
Household head is sin¢ 0.13: 0.10¢ 0.07¢
Household head marriec* 0.36¢ 0.26¢ 0.33¢
Household head is divorc* -0.02¢ -0.02: —-0.001
Household with childre* -0.04¢ 0.10¢ 0.13("
Children under two yee* 0.03¢ 0.08¢ 0.01:z
Fully unemployed househc -0.42¢ -0.23¢ 0.027
At least one retire 0.01¢ -0.071 0.11¢
Household head works in public se* 0.07¢ -0.081 0.03¢
Regior
Pragu* —-0.62¢ -0.491] -0.43:
Moravie-Silesie* -0.48¢ -0.23( -0.22¢
South Moravi* -0.33: -0.007 0.07¢
Usti nad Laber -0.14¢ -0.14: -0.067
Central Bohemi* 0.13% 0.26: 0.30z
Zlin* 0.17( 0.41: 0.367
Olomouc* -0.223 0.17¢ 0.38:
Karlovy Vary* -0.031 0.06: 0.25(
Plzei* -0.223 0.08¢ 0.213
South Bohemi* -0.27: -0.06( -0.05¢
Vysgina* 0.08¢ 0.24¢ 0.46¢
Hradec Kréalov* -0.03¢ 0.08: 0.122
Liberec* -0.381 0.03i -0.16(
Total floor area per pers 0.01¢ 0.02( 0.02(
Household income (disposat 0.16% 0.25: 0.247
N 45¢ 397 28¢
Nagelkerk: R? 0.187 0.16¢ 0.171

* Dichotomous variables take values 1 (Yes) / O0)(N® All values are statistical significant at 99vel
(t-statistics are upon request by authors) excludedoefficient market

Source Authors.

Besides the four key factors other factors thi@émce the behaviour of mov-
ing households can be found. Interesting is theldpment of the influence of the
rate of economic activity in the household. Whilghe complete sample the fac-
tor is of low importance, moving households witH-eenployed household head
are more likely to choose ownership of the housapartment/2°'°?°*'= 0.119).
Mixed results can be found for fully unemployed $ehwolds. While in the begin-
ning of the period analysed it was more likelyfidty unemployed household to
move to the renff®2°= _0.429) in the end it was opposig°{®>***'= 0.027).
Again, the influence of the deregulation processtlentenure choice patterns
can be illustrated by the regional dummy variablesthe deregulation moved
further, the propensities to choose owner occup@ging increase in large part
of the regions (or the propensities to choose elaterease).
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3.3. Influence of Rent Control on the Housing Tenu  re Choice —
Subsample of Renters

One of the principal aims of our analysis is teegs potential influence ex-
erted by rent deregulation (and its phasing outha CR) on the spectrum of
factors influencing tenure choice. Therefore ouerdton is focused on the
households in rented housing only (whether withkeior controlled rents). We
thus explored behaviour of almost a fifth of popiola (19.4%) in 2011. We
chose only the households really affected by theglégation process and could
face the decision whether to remain in dereguledated housing or to leave for
the ownership sector. At the perivd- 1 these households lived in the rental
sector while in the periotthey could choose between rental and owner. larord
to simulate hypothetical decision-making on (notving a housé we deduced
their household tenure choice from their housingtin the following year.

The results of regression analysis exploring #mute choice determinants
are summarized in Table 5.

Borderline effects of individual factogk are calculated not only for the base
year 2010 (and related housing type in 2011) =d #iclude the entire period of
the last deregulation stage in the CR, i.e. fro@72tb 2011. In such a manner
we can evaluate potential development trends afidid.

Compared with the results shown above (3.1 and thé established factors
and their impacts differ considerably. The influerat household income is also
observed but in contrast with previous results itmixed. While in early stages
of deregulation the influence was fairly “standaatid higher-income house-
holds were more probable to prefer owning to reptafter deregulation the
trend was completely reversed. After the year 202011 a decreasing income
had a tendency towards increasing homeownershigpiiity (5°°°*°*'= —0.217).
On the other hand, Prague residents increasingbjettto choose rented hous-
ing. Undoubtedly, it was strongly affected by tlaetfthat the sample of rented
apartments continuously diminished and household®ague, where the rental
sector is traditionally most strongly representptiyed more and more im-
portant role.

The deregulation process also changed the behavibhouseholds with
children, which more often bought their own housipgrticularly towards the
end of deregulation (in 2007 it was exactly theagie). A gradual drop in the
households living in rent-controlled apartmentsimtyrthat period resulted in
gradual weakening of the deregulation factor (\Aeiaegulated rent and its

% Even the decision “not to move” from an apartnfefiowing rent deregulation is relevant to
our analysis.
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influence on tenure choice. Its direction, howevemained the same throughout
the entire period — households living in rent-coléd apartments were more

likely to choose home ownership rather than renting

Household head status as well as their educatayeg a very uncertain role
in our sample of households in rented housing. rfEkelts failed to confirm the
formerly established trend — which married housgéhwatads with higher edu-
cation chose to own their housing. Again influeld¢eaegional factor (Prague
excluded due to the persisting rent control) isob@ag less favourable for rental

sector.

Table 5

Logit Estimation Results for Housing Tenure Choicdor Renters

Factor (x) Marginal effect (&)
2007 —2008| 2008 —2009 2009 —20{0 2010 -2p11
Constant 4.466 2.836 —0.058 -0.627
Household size (number of persons) 0.142 -0.075 0.065 -0.008
Number of economically active persons -0'002 -0.044 0.224 0.330
Number of self-employed -0.327 -0.135 -0.344 0.07
Age of household head 0.000 0.013 0.006 0.003
Gender of household head (0 = F;1 = M) 0.125 04D. 0.002 0.0171
Education in the household
(1 = both primary school, 0-higher) -0.093 —0.520 -0.125 —0.085
Household head is single* 0.220 0.432 -0.160 138
Household head is married* 0.175 0.190 -0.097 0.1H
Household head is divorced* 0.103 0.195 -0.107| -0.219
Household with children* —0.208 0.026 0.249 133
Children under two years* -0.325 0.212 07005 0.178
Fully unemployed household -0.265 -0.080 -0.278 .389
At least one retiree 0.072 —-0.244 0.145 0.588
Household head works in public sector* —-0.581 72.3 0.043 0.181
Region
Prague* -0.374 -0.634 —1.405 —-0.976
Moravia-Silesia* —-0.587 0.130 —0.053 0.140
South Moravia* -0.826 0.174 0.199 0.444
Usti nad Labem* —-0.289 —0.080 —-0.295 0.465
Central Bohemia* 0.107 -0.028 0.180 0.550
Zlin* —0.045 -0.243 0.085 0.684
Olomouc* —-0.033 0.057 0.423 0.691
Karlovy Vary* —-0.057 0.002 -0.120 0.923
Plzer* —-0.301 -0.213 0.356 0.444
South Bohemia* —-0.434 0.057 —0.084 0.428
Vysaina* -0.323 0.250 -0.278 1.054
Hradec Kralové* -0.027 0.373 0.186 0.288
Liberec* —-0.097 0.017 0.091 0.167
Total floor area per person 0.007 0.001 0.005 0.001
Household income (disposable) 0.180 0.067 9.11 -0.217
Regulated rent 0.295 0.256 0.080 0.162
N 1916 1637 1400 1221
Nagelkerke R 0.076 0.082 0.161 0.153

* Dichotomous variables take values 1 (Yes) / 0)(N® All values are statistical significant at 99Bvel
(t-statistics are upon request by authors) excludedoefficient market

Source Authors.
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Conclusion

As in other countries, many factors influence deeisions of Czech house-
holds to live in rented housing or in their own lenilthough the motive of
homeownership as a long-term investment cannotdgeated, most studies
report that the greatest influence is exercisedldimographic and socio-econo-
mic composition of household. Our results corrot®this assumption to a con-
siderable degree. During 2005 — 2011 tenure chinitke Czech Republic was
particularly influenced by household income, ediacabf its members, marital
status of the household head (married, singlevarded), residence in Prague or
elsewhere. By contrast, gender or age of the holgdiead, children or retired
persons living in the household proved to be infiicant. The results greatly
support our hypothesis proposed at the beginninguofesearch. We have suc-
ceeded in confirming the hypothesis that highercatan of household mem-
bers (including the household head) and marriagéhefhousehold head are
more likely to lead to homeownership. However,gbBeond part of our hypothe-
sis has only partly been supported. It has beefirowd that the lower the in-
come of a household indicates that the househeliéqsr rented housing. On the
other hand, incomplete households (e.g. divorcedope with children) have
not been proved to prefer renting.

The robustness of the results has been testedpghcation the model to
subsample of households who really decided onyhe of tenure (moved their
house during the period). The overall results {aetors that influence the tenure
choice) are similar to ones for the complete san@fethis basis we suggest that
the logit model used for analysing of the tenureiod can be considered appro-
priate to such kind of analysis.

The households in apartments, whose rent was aftgdileregulated, more
often tried to resolve the question whether to stathe rental sector (paying
higher market rents) or to opt for buying their olmome. And the analysis using
the econometric (logit) model did prove that retedarents were really an im-
portant factor affecting tenure choice. Househdildag in rent regulated flats
preferred to move to the ownership sector rathen ttay in the market rental
sector. Along with the progressive deregulation ithpact of this factor was
diminishing and other factors such as income, ethrtaeconomic activity, or
marital status of the household head outweighed it.

We are aware of the existence of some other mthat can influence tenure
choice in the selected period. One of them is mgustock privatisation which
in the Czech Republic took form of the transfethaf state owned apartments to
the municipalities followed by selling it to thenters. By the end of 2004 more
than 75% of municipal housing stock was privati@@dR, 2011). Our analysis
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though covers the period when less than 25% (180sdnds apartments) of
municipal housing stock could be privatised.

Of course, our interpretation of the submittedultssmust be treated with
caution. The EU-SILC is a sample survey, in whi¢B68 households were ex-
amined out of the total of 4,018,288 in the yeatR20The source data are only
statistical estimates, which are burdened with aspacific error. We believe,
however, that despite these limitations the respiessented are relevant and
pertinent conclusions can be drawn from them.

References

ANDERSEN, H. S. (2009): Explanation for PrefereniceBenmark for Surroundings and Loca-
tion of the Home. [Paper for ENHR Conference indeia] Available at:
<http://vbn.aau.dk/files/18011908/ENHR_Prag.doc>.

ARTLE, R. — VARAIYA, P. (1978): Life Cycle Consumptioand Homeownership. Journal of
Economic Theoryl8, No. 1, pp. 38 — 58.

ARNOTT, R. (1995): Time for Revisionism on Rent Contrdtirnal of Economic Perspectives,
9, No. 1, pp. 99 — 120.

BAZYL, M. (2009): Factors Influencing Tenure Choice European Countries. [Working paper,
No. 1-09.] Warsaw: Warsaw School of Economics.

BOEHM, T. P. (1981): Tenure Choice and Expected MtybilA Synthesis. Journal of Urban
Economics,10, No. 3, pp. 375 — 389.

BOEHM, T. P. (1982): A Hierarchical Model of Hougi€hoice. Urban Studie$9, No. 1, pp. 17 — 31.

BURGESS, S. L. (1982): Determinants of HomeownersAicomparison of Single Female and
Single Male Headed Households. Housing and Sodeftyo. 2, pp. 87 — 94.

COMMISSION REGULATION (EC) No. 1983/2003, Implemerg Regulation (EC) No. 1177/
2003 of the European Parliament and of the Cowailcerning Community Statistics on In-
come and Living Conditions (EU-SILC) as Regards the &f Target Primary Variables.

COOLEN, H. - BOELHOUWER, P. — DRIEL van, K. (200®lues and Goals as Determinants of
Intended Tenure Choice. Journal of Housing andthik Environment,17, No. 3, pp. 215 — 236.

FISHER, L. M. — JAFFE, A. J. (2003): Determinantslofernational Home Ownership Rates.
Housing Finance International. Available at:
<http://lwww.housingfinance.org/uploads/Publicasioranager/0309_Det.pdf>.

HAFFNER, M. — ELSINGA, M. - HOEKSTRA, J. (2008): ReRégulation: The Balance between
Private Landlords and Tenants in Six European CmsntEuropean Journal of Housing Policy,
8, No. 2, pp. 217 — 233.

HEGEDUS, J. — TOSICS, I. (1998): Rent Reform — Issudtfe Countries of Eastern Europe and
the Newly Independent States. Housing Studi@sNo. 5, pp. 657 — 678.

HENDERSON, J. V. — IOANNIDES, Y. M. (1983): A Modef Housing Tenure Choice. The
American Economic Review,3, No. 1, pp. 98 — 113.

JAHODA, R. — SPALKOVA, D. (2009): Analysing the Diitution Aspects of Rent Regulation/
Deregulation in the Czech Republic. Urbanismus a azeazvoj,12, No. 4, pp. 28 — 37.

JAHODA, R. — SPALKOVA, D. (2012): Housing-induced vReoty and Rent Deregulation:
A Case Study of the Czech Republic. Ekonomi¢kgopis/Journal of Economic8p, No. 2,
pp. 146 — 168.

KAN, K. (2000): Dynamic Modelling of Housing Tenu@hoice. Journal of Urban Economids,
No. 1, pp. 46 — 69.



708

KRUMM, R. J. (1984): Household Tenure Choice and Migra Journal of Urban Economics,
16, No. 3, pp. 259 — 271.

LIND, H. (2001): Rent Regulation: A Conceptual and Caragive Analysis. European Journal of
Housing Policy,1, No. 1, pp. 41 — 57.

LUX, M. — SUNEGA, P. (2010): Private Rental Housiingthe Czech Republic: Growth and...?
Czech Sociological Review6, No. 3, pp. 349 — 373.

LUX, M. — SUNEGA, P. (2012): Labour Mobility and sing: The Impact of Housing Tenure
and Housing Affordability on Labour Migration inghCzech Republic. Urban Studiet,
No. 3, pp. 599 — 614.

SUNEGA, P. et al. (2011): Reforma bytové politikyOR: ndvrh a vysledky simulaci. Praha:
Sociologicky tstav AWCR. ISBN 978-80-7330-201-6.

SPALKOVA, D. — SPALEK, J. (2014): Housing Tenure @w®and Housing Expenditures in the
Czech Republic. Review of European Studédo. 1, pp. 23 — 33.

TSHARAKYAN, A. — ZEMCIK, P. (2011): Rent Deregulation, Tenure Choice, Redl Estate
Price Expectations. [CERGE-EI Working Papers wp4Bddgue: The Center for Economic
Research and Graduate Education-Economic Institute.

TURNER, M. A. — O'NEAL, K. (1986): Household Tenufghoice: Review of the Empirical
Literature. Washington, DC: The Urban Institute.

ULKER, A. (2008): Household Composition and Houskxpenditures in Rental-Occupied and
Owner-Occupied Markets. Family and Consumer ScieriResearch JournaB6, No. 3,
pp. 189 — 207.

UUR (2011): Monitoring of Communal Housing: Municipdbusing Stock. Institute for Spatial
Development. Available at: <http://www.uur.cz/ddfaasp?ID=3741>.

WOOLDRIDGE, J. M. (2006): Introductory Econometriégs:Modern Approach. 3rd ed. Mason,
OH: Thomson/South-Western, 863 pp. ISBN 0324289782.



