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THE URBAN INSTITUTE

MEMORANDUM

December 30, 1992

To: Sarah Wines

Frome Tom Kingsley ﬁ/

Subject: MEMORANDUM ON COMPLETION OF SEMINARS ON HOUSING
POLICY ISSUES, CZECH AND SLOVAK REPUBLICS

Ref: Contract No. EUR-0034-C-00-2033-00, RFS 29, Task 1

Copies: Morton Grant, Carlotta Molitor

The purpose of this memorandum is to document the successful completion of
this task. The Seminars were conducted as planned on December 8 in Prague and
December 14 in Bratislava. Attendance was very high at the Prague Seminar (over
100 participants) but low at the Bratislava Seminar (only 22 participants--presumably
due to a snow storm the day of the Seminar).

Briefing charts from the Kingsley and Lowry briefings are attached. Eugen
Dick is preparing a brief write-up of his remarks which will be sent separately.



BKONOM
ve spoluprdci s
URBAN RESEARCII
za podpory
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
si Vds dovolujt pozvat na konferenci

DEREGULACE NAJEMNEHO A
OCHRANA NAJEMN KU

Misto konani: Ekonomicky tstav CSAV
Politickych vézna 7
111 73 Praha 1
zasedaci mistnost Gislo 7

Datum konanf : 8. prosince 1992 (ucery)

Informace: Petr Tajcéman, tajemnik konference
Urban Research
Telefon/fax: (02)732868

Hana Zelenkova
Urban Research
Telefon: (02)268907, Fax: (02)221562

Anna Cervenkové, Eva Klvacova
EKONOM
Telefon: (02) 2822328-9, Fax: (02)2321168

Program:
9:00 - 10:30 Referaty:
Eva Klvacova (EKONOM)
T. Kingsley, J. Lowr (The Urban Insticute),
Kamil Janacek (MPSV gR

10:30 - 12:30 Diskuse
14:00 - 15:00 Referaty
E. S{p (FMF)
E. Dick (Ministerstvo bydleni SRN)

15:00 - 17:00 Diskuse
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PROGRAM KONFERENCE DEREGULACE NAJEMNENO A OCHRANA NAJEMNEKS
9.00 Zahajeni: Jan Urban, predseda redakcéni rady Ekonoma
9.10 Eva Klvalova - Ekonom: Bydleni v transformujici ée

ekonomice
9.20 Thomas Kingsley - The Urban Institute: Fkonomické
| ditsledky regulace najemného
9,40 Jack Lowry - The Urban Institute: MoZné pristupy
k deregulaci najemného

10.00 Kamil Jandéek - MPSV CR: Socialni aspekty bydleni,

alternativy ochrany chudjch domdcncsti

10.20 - 10.30 P Ff estavka

10.30 - 12.30 DISKUSE

12,30 - 14,00 Pt estavka

14.00 Emanuel Sip - FMNF: Deregulace ndjemného v cenovém

systému

14.20 Fugen Dick - Ministerstvo bfdleni SRN: Dytova politika,

priva najemnikl a rozvoj trhu byt

14.40 - 17.00 DISKUSE

ilcast v diskusi prislibili:

Vojtédch Cepl, PF UK (Bytova bolitika a spravedlnost)
Karel lanauer, SdruZeni na ochranu najemnikil v CR (Potfebujeme
| zakon na ochranu najemnich vztahu?)
Emil Kovar, SBDO Praha 4 (Bytova politika z hlediska nebydlicich)
Jaroslav Novak, Obé&anské sdruieni majiteld domi (Budou majitelé

domi nadile vyvlastnovani?)


http:OCHIRA.IA

Pavel Pektor, sporitelna Wustenrot (Stavebni spofeni)

Milan Plachky, stavebni fakulta CVUZ (Regulace najemného
a bytové stavebnictvi)

Ivan Pfikryl, SCMBD (Asociace pro bydleni v (R - z4ikladna
pro vytvofeni konsensu v bytové otdzce)

Jan Wagner, MHPR GR (Koncepce bytové politiky v CR)

Dalsi prihl&3ky do diskuse jsou vitdny v prubéhu konference.
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BEECHOD K TRENE ORIENTOVANEMU
BYTOVEMU SEKTORU

A Thommas KINGSLEY
ThHE URBAN INSTITVUTE
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RENT CONTROL AND DECONTROL
IN A MARKET ECONOMY
Ira S. Lowry

Housing and Development Consultant

Pacific Palisades, California
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{. DIFFERENT STYLES OF RENT CONTROL

® Controlled rents are proportional to base-year
market rents

» Perpetuates initial inequities and obsolete demand
signals

» Offers no standard for new construction, which is
often exempted

® Controlled rents are proportional to dwelling
characteristics

» Clumsy attempt to simulate either cost pricing or
demand pricing
» Coefficients quickly become obsolete
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2. STYLES OF RENT CONTROL (CONTINUED)

@ Controlled rents are designed to provide a
"fair return” to landlords.

» Attempt to stop "profiteering" fails becauss yleld
and asset value are circular
» Gives highest rents to worst-managed buildings

@ Controlled rents are proportional to tenant’s
income (as in public housing)

» Because rents are unrelated to costs, landiords
need subsidies to cover operating deficits

» Requires non-market procedure for allocating dwellings
--usually a waiting list

A
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2. METHODS OF ADJUSTING CONTROLLED RENTS

® Across-the-board adjustment

» Based on index of consumer prices
» Based on index of maintenance and

operating costs
® Building-specific adjustment

» Pass through documented cost increases
» Grant increases needed for "fair return”

® Unit-specific adjustment
» Correct accidental inequities

» Compensate for unit improvements
» Allow rent increase when unit is vacated
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4. SOME CONSEQUENCES OF RENT CONTROL

Effects on housing stock

» Controlled buildings are under-maintained
» New rental construction may diminish

Effects on tenants

» Tenants get short-run bargain

» Over time, quality deteriorates, bargain vanishes
» Tenants lose mobility, over-consume space

» Tenants resent landlord's cost-cutting efforts
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5. CONSEQUENCES OF RENT CONTROL (CONTINUED)

@® Effects on landlords

» Reduces landlords’ real incomes
» Over-regulates building management
» Prevents eviction of hostile tenants

@ Effects on government
» Low property values reduce tax revenue

» Rent regulation costs rise over time
» Creates a constituency of dependents
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¢. ALTERNATIVE APPROACHES TO DECONTROL

Decontrol when vacancy rate rises

» Because of controls, vacancy rate stays low
» Tenants insist on sector-specific vacancy rates

Decontrol high-rent "luxury” buildings
» No effect on most of controlied stock’
Allow rent increase for new tenants

» Increases building income without affecting

sitting tenants

» Creates visible inequities--different rents
for similar units in same building

» ‘Ameliorates adverss effects of rent control
but offers no exit

2V
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7. APPROACHES TO DECONTROL (CONTINUED)

Decontrol individual units at next vacancy

» Gradually removes dwellings from control,
Increases building income

» Building stays under regulation until all
units have been vacated

Gradually raise rents to market level,
then decontrol

» Affects all tenants similarly
» Allows time to adjust to higher rents
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8. APPROACHES TO DECONTROL (CONTINUED)

® Decontrol entire stock at once

» Rents rise rapidly after decontrol

» Adjustment problems are concentrated
in a short period

» Once implemented, decontrol Is hard
to reverse

® Replace rent control with housing allowances
» Subsidies are targeted to the needy

» Cost is borne by all taxpayers
» Competition restrains rents

FP.1@
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