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|  INTRODUCTION
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market rent and enjoying much weaker tenure protection. Especially in coun-
tries where right-to-buy policy had not been applied (Poland, Czech Repub-
lic) rental housing became divided into two segments: the “privileged’ and
‘nonprivileged® (Lux 2003). Rent regulation guaranteed low rent for many
high-income sitting tenants (‘privileged segment’), whereas many households
in need remained cut off from the possibility of getting low-rent housing and
tenure security {‘nonprivileged segment’).

There is at least one policy implication of the inconsistent rental policy,
that is, combining low rents for ‘old tenancies’ with high rents for ‘new
tenancies’. This implication is that private rental housing, a thoroughly new
institution established after the change of regime, has gradually come to be
regarded as a temporary and residual form of housing. Private rental hous-
ing became branded as an insecure and expensive form of tenure, where
landlords make no effort to have good relations with their tenants, and it
is characterized by conflicts and tensions. As a result, most citizens have
sought to avoid the private rental sector. Public opinion has turned even
more towards owner-occupation in all post-socialist states as rental hous-
ing as a whole was gradually becoming stigmatized.

In the countries where restitution of housing was not the approach taken
all or most private landlords are former sitting tenants who benefited from
giveaway privatization and found themselves ata certain stage in their fam-
ily cycle with extra housing. As a result, some other features of private
rental housing in post-socialist states are the ‘nonprofessional’ landlords,
the prevalence of short-term leases, weak protection of both parties to the
agreement, and the frequent use of informal leases as ‘nonprofessional’
landlords try to avoid taxation.

THE SCOPE AND FORMS OF RENT
CONTROL IN POST-SOCIALIST STATES

Although it is very difficult to make any generalization, there are basically

+wo forms of rent control in western countries. The first is exercised through

social housing; the second regulates the private rental sector.

Even within the territory of one country we find different modes of rent
setting for social housing due to the specific local conditions and chang-
ing subsidy rules in time. However, we can
social rents: nonprofit cost rent, that is, rent covering all the capital and
operational costs of social landlords after deducting public capital and/
or revenue subsidies {e.g., in Austria, Netherlands, Sweden), and income-

related rent, that is, rent computed as a percentage of income of eligible 3

household (e.g., in Portugal, Ireland).

After the Second World War there were few differences between rent cotl-

trol for social and private rental housing. However, since the 1960s most

western countries have reformed rent regulation of the private segment of:§

distinguish two' basic forms of
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rc.an.tal housing. These reforms have essentially involved transforming the
rigid pqstv,var system of ‘“first-generation’ rent regulation into the ‘second-
generation’ system of rent regulation. What is the basic difference? Lind

(ZOQI) claims that the ‘“first-generation’ rent regulation regime has the fol-
lowing three characteristics:

1. Nominal rent freezes,
2. A nominal rent trend leads to a decrease in real rent.

3. A nominal rent trend leads to a decrease in real rent or leaves nominal
rent well below the level of market rent.

“Second-generation rent control is any regulation of the rental market that
does not fulfil definition above. There is no nominal rent freeze, rents do
not usually fall in real terms and in the long run there might be 1,10 signifi-
cant difference between actual rents and market rents” {Lind 2001 4%)

In the western countries of the EU, an enormous variety of app,roaci'les
of ‘second-generation’ rent control in private rental sector were used {Lind
ZlOOl; Haffner, Elsinga, and Hoekstra 2008; Donner 2000). The ‘extreme
I%be.rai systems’ of second-generation rent regulation essentiaily set no direct
limits on the level of initial rent and subsequent rent reviews (e.g., in the
UK, Irejland, de facto Belgium and Finland). ‘Moderate systems’ 'li;nit rent
regulation exclusively to running leases, whereas for newly signed leases
rents can be set freely (e.g., in Germany, Switzerland and Spain). In stricter
systems’ not just the rents for running leases, but also a substantial portion
of newly signed leases are regulated (e.g., in the Netherlands and France)
Finally, in the ‘strictest systems’ rents are regulated for all runnin anci
newly signed leases (e.g., in Sweden and Denmark). ¢

Ren!: reviews for running leases are constrained by a maximum rent level
according to the dwelling’s ‘quality’ in the Netherlands, by a maximum
rent level agreed between the municipalities and tenant ;epresentatives in
§wedeg, by a referential rent index in France, by the Consumer Price Index
in ?pam and Belgium, by a maximum ‘commensurate’ level of profit in
_.SW1errland, or by the level of local reference rents in Germany. Such con-
straints are sometimes accompanied by the condition that shock rent hikes

re not allowed (e.g, in Germany, rent cannot be increased by more than 20
ercent over the course of three subsequent years).

A dual approach taken by the governments to rents in social and pri-
ate sectors, observed in western European countries since the 196POS
nly gradually entered the housing policy discourse in post-socialist states’
Hous_mg was supposed to offset other reform measures; it was a wa o
sustain political support for economic transformation. All the post—soZiaI—
ISt governments wanted to reconfirm quasi-homeownership entitlement of

ting tenants, so the social meaning of rent regulation in post-socialist

untries was more like that of the postwar era than of the 1960s onwards
TLwestern countries,
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The most common hybrid introduced into the post-socialist states dur-
ing the early 1990s was the complete liberalization of rents for new private
contracts (new private tenancies), combined with the preservation of a very
conservative type of rent regulation and socialist tenant protection for all
running tenancies—including tenancies in restituted private housing if res-
titution had taken place in the country. This form of ‘first-generation’ rent
control has sometimes also been extended to new tenancies in public hous-
ing (Russia, Romania).

In the carly 1990s further rent reform was conditional upon the intro-
duction of a right-to-buy policy, that is, rent deregulation was passed only
if sitting tenants were also given the right to ‘buy’ their occupied housing
and thus a chance to avoid rent increases. Surprisingly, the housing allow-
ance was not viewed as an adequate substitute. Moreover, even if right-to-
buy policies were introduced, the deregulation of rents did not necessarily
mean that the rents increased to close-to-market levels. Rent deregulation
in many such cases was simply a transfer of the power to regulate public
housing rents from the central to the local level, but public rents remained
low. Therefore, like giveaway public housing privatization, rent regulation

served originally as a general tool to maintain the quasi-homeownership
status of rental housing rather than being a housing policy tool to help low-
income households pay affordable rent.

A COMPARISON OF RENT CONTROL
REGIMES IN POST-SOCIALIST STATES

Table 4.1 shows the features of rent control in post-socialist states. First,
it shows the share of rental housing out of the total housing stock and its
structure in selected post-socialist states. The countries with the highest
share of rental housing and, simultaneously, the highest share of public
rental housing are the Czech Republic, Poland, and Russia (Bosnia and
Herzegovina and Estonia have a relatively high share of rental housing but
it is mainly comprised of for-profit private rental housing). Second, Table
4.1 shows the scope of rent control in each state and uses a typology of the
main forms of rent control to demonstrate which form is the core approach
applied in each particular country.?

We understand rent control as a central (state) policy that restricts the
level of rent charged by public and/or private landlords—either by means
of rent setting (tariffs), a rent ceiling, or a cap on rent increases. We also
make a distinction between direct and indirect forms of rent control. Direct
rent control directly sets the tariffs or caps. An indirect rent control regime

sets less constraining rules on rent setting; the landlords retain considerable
freedom in actual pricing, Because different contexts exist, there can be ;

no single and universal hierarchy of forms. However, rent setting is gener-

ally regarded to be the most constraining form of direct rent control; the §
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rent ceiling (maximum rent) is less constraining, and the capping of
increases for running leases is even less constrain}ng. pIE O Tent
In.four couptries the rents for old tenancies in restituted (private rental
bousing are still regulated: Czech Republic, Croatia, Slovakia, and Polarfd)
However, new te.:napcies in private rental housing are exempt f,rom an t
contro! regime in almost all the selected transition states. with th-y rerl1
exception qf Roland; the regulations do not impose any ca,p on lal:ee rent
hikes, any lur.uts on initial rent levels, or any regulation on the term rfrflrllt
contract and 1ts'renewa1. In most states (Bosnia and Herzegovina Crgat' ;
Poland, Romania, Russia, Serbia, Ukraine} the central rent contr:JI a l'la,
o both_ old and new tenancies in public bousing; in three countries ((I;P leli
Repubhf':, Slovakia, Slovenia) reat control is limited to just old tenanZ:iC
and again new tenancies in public housing are exempt., The systems thei
exter'ld rent reg,ulation to new tenancies in public housing often use ubl:fl
h(_)us1_ng as social housing (e.g., in Bosnia and Herzegovina, Serbia }{)0 N
fua); in the second group of countries this may not always l;e th e (o,
in the Czech Republic). ’ oaseles
It is clear from Table 4.1 that the highest share of housing stock und
ier::)nt ccc)ln:lrlol éegiﬁli( is found in Poland (18 percent), Russia (16 pe?:]—:
nt}, and the Czech Republic (11 percent); at the i
est share of housing stock under a rent cozl,trol regi(x)gg ?ss ltliJ;;(I:i,llth?rfot‘l?
super—hpmeownership states, such as Bosnia and Herzegc:vina (2 y;rcent)e
Romania (2 percent), Slovenia (3 percent), Serbia (3 percent), SI d ki 3:
percent), and Croatia (5 percent). > Slovalda
I‘n 200.8—2009 there were two countries with no central rent control
 regime, e‘lther for old tenancies or for new contracts (and not for ubrl?
or for private housing)—Estonia and Hungary. In these two courI;t s,
landlm.'ds, including public ones, are free to increase and set rents forlesli
;egngagm_es as they. wish: In both rent control was abolished in the e];;:lly
; Wher: 1::) f;r;rzfin:n g]th mass public hogsing privatization. In Estonia,
where co tg reVio ungary a sgbst:_mtlal .st.ock of housing has been
S bgth OILSI owners, lleglslatlon originally only shifted power
fo reg! e public an‘d private rents for running tenancies to the
nunicipalities. However, since 2004 all rents in the private sector w
dgl;glélatec! by a decision of the Supreme Court. In fact, public rentsefxi
! Cosit;;lil;l;l}d Hurélg:flry have remained low—in Estonia they reflect
coost imerest:.s, and in Hungary they reflect rather the various local
-Int Rb;m::s; nrlﬁ:;t in pub!lc housing (whether running or new tenancies)
o) orma tvl;e a.ctj_ issued by local governments, which must be in
o i e indirect centra¥ regulanon of municipal rent setting.
i ‘regu ations deal with the binding components of rent {two com-
: cqjé f))?;e; l:leif:t arid payment for repair and maintenance); the cost
. "o rent setting {pure rent should cover the reconstruction
ouse/flat, and the second component, payment for repair and
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maintenance, should cover the costs of housing-related services); and the
specific status of low-income households {they do not pay the pure rent
component). Another specific indirect form of rent control comes from the
fact that the utility service fees (affecting 70-80 percent of monthly hous-
ing related payments) and annual caps on tariff increases are sct by the
regional authorities. Although both of these practices rank among the less
constraining forms of rent control, and although they are limited only to
public housing, their combined use makes Russia a country with one of
the most conservative (‘first-generation’) rent control regimes in the region.
The situation in Ukraine is very similar to that in Russia. However, there
public tenants pay only repair and maintenance costs and there is no ‘pure
rent’ component of rent payments. Consequently, the level of public rents
remains very low in both countries.

At the opposite end of the pole, since 2005 the rent control regime in -

Poland has acquired the character of a ‘second-generation® rent control
regime. Since 2005, the only central restrictions on municipalities and pri-
vate landlords relate to rent increases, and caps are not sct as central tariffs
but instead as the “justifiable’ growth level (e.g., the increase in rent can be
justified by the refurbishment of the flat, low capital profit of the landlord,
higher costs to repay a mortgage loan for the landlord due to inflation, etc.).
In the case of a dispute justifiability is decided by the court. Recently, rents
increased to a level closer to market value and the system of rent regulation
is now much like the regime in Switzerland. Despite the fact that it applies
to all tenancies, Polish rent control is ‘market-friendly’.

Until 20035, the Polish regime was one of the most conservative rent con-
trol systems in the region—rents for all running tenancies (both public and
private) were capped at 3 percent of the dwelling replacement value (recon-
struction costs). However, in the well-known case of Hutten-Czapska ver-
sus Poland, the Grand Chamber of the European Court of Human Rights
in Strasbourg ruled strongly in favor of private Jandlords in Poland: “the
decision disapproves strong rent control, proposes government restitution-
ary compensation for Jandlords and requires an effective eviction law, leav-
ing the responsibility for the tenants affected by this to the state” (Ball
2010, 1). Poland was thus forced to make a substantial change to the rent
control regime by a decision of the European Court for Human Rights.

Next to Poland and Russia, the last country with a relatively large rent-
controlled housing stock is the Czech Republic (11 percent of the housing
stock, including old tenancies in the private rental sector). Deregulation
of controlled rents started in 1992 and the maximum regulated rent was

stipulated in relevant government decrees: since 1999, when regulated rents

were still several times lower than market rents, the maximum regulated §
rent stopped rising in real terms and since 2002 also in nominal terms: §
The process of rent deregulation did not restart until 2007, when a special §
act on rent deregulation came into force. Like in Poland, until 2007 andg
despite several decisions of the Czech Constitutional Court deeming reny

i
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regulati ituti i

thg nf:s(zrt: s;lsce?;zit;;l:l;n?ll;] :ff sy;tem in the Czech Republic was one of
ren{jﬂned practically froz%en frorlrll1 1t9;91:3810ﬂ—‘1'ent5 for ruaning tenancies
e snn:)??h:lgt::bior restarting the deregulation of rents in 2007 was a
The Coteh aarast tnt')g court in the Hutten-Czapska versus Poland case.
o 7ech govern: innP ]eca(;ne cqncerned about losing a case with private
A oland, wlych could lead to the government having
e e c?impensatlon to landlords. At that time thousands
Caechsate o submited 1 che Stchont o ey cEninst he
caec : _ urg court. Rapid rent deregu-
s sl 2007 T st ol an ey peod o
which Cies Were set to increase to S per-
cent of il:hnrlr?:l;?;v:ll}.le (gf th(ej property (the average market value is setpper
. Yor each mun ;; ’ g lelasvs on transfer tax data collected by tax offices).
2002 e ur});al; : 0 ) § quld have ended in 2010, but it was extended to
2n2inl " enters in response to the economic crisis. Rents should
‘Second_g:zzrr; tig I;:Ee;::g:ﬂated (lihe state will withdraw from this field), and a

nt control regime will be established. This re ir;1 i
(s;l;)il})lreaf;::f ;I;r]:;t ;ncrease.s to the l_evel of ‘locally relevant rent’ (!oair.e.,eb‘:sl;E
e e dient typically paid for the same kind of dwelling in the
same locai '1,1 hy sputes over the locally relevant rent is settled in court.
e ); tem \:ll t ecli'efore be sulmflar to the German system of rent control

oy Whis Ifci::eﬁ pcl>st-soc1a!1st states rent control is limited to pub.lic
houst h(,)usmg x 1,1 ! Irst y, marginal in scale and, secondly, often defined as
S S.pe(:iﬁc ((:)St f({:iopservatfve forrp——ﬂat—rate tariffs differentiated
e oy ppecific czit cnlcnts_—ls used in Serbia (3 percent of the hous-
~ stock), and Romania (2 p;?cefletggfn:keslizzasli(rlla (i’ P}‘Z;C(;ﬂt; e ousing
sto ‘ g stock). In Romania
| diff;.ztn Z{;igzld]lgngsto :{ﬁgovernmgnt decree, in which basic cost tari}f;e:;:
i erentiat Thz t ft?ic:fl ¢ coefficients that reflect the category of flat and

i in, Lhet nnt s aﬁ'e gmen.ded each_year at the end of January and
e el o 0 tl E 1nf_1at10n rate in the previous year. However
s ugible for n-?gla , ousing may in fac_t pay an even lower rent thaI;
of the pr e 1.en payable by tenants in social housing is 10 percent
- o Bross mo tari%rf ncome of a bousehold. The difference between that
tiffs are announced ?ﬁn;(;ies:fis;i?e?;the mc][-1 EiCiP;l o o povalea the

i un i es and based on the Pri
i P;e:{hgyr:::g;r:lil post—slocmhst states the. rents in public ho;;f:gaz;re
e o estimrenzl evels. These maximum rents are calculated as
dwelling value in Bosn?:leanﬁsﬁlisrszeecgos;rz”(llng value__f2 }51 R e

n _ percent of the housing sto

; Pel;f‘::r:; :Z?ttr}(l)l Jl:leglrr_le) or 4.68 percent of the dwelling value ingSlo'.fCelf
; e housing stock)—or they are computed as a percentage

¢ replacement costs—().54
? e —{.54 percent of replacement (con i
joroatia (5 percent of the housing stock) fconstruction) costs
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o j nd Alexan
Al 72 Martin L & " The amount of new public or nonprofit housing built after 1990 is
P - G . = E g on 5 marginal. New public or nonprofit housmg_often had the cha.racter of
= < 'gd B2 social housing and was intended for a specific target population; con-
E:% sequently, here rents are again controlled by the state. However, rent
- < omb . @ S . oml b g cogtrol in new publlc_or noongﬁt housing .reflects the level o‘f state sub-
e R [ T g% sidies and/or the specific conditions of subsidy programs and it is set as a
?ﬁ, cost rent. The cost of new construction, however, may be high, so rents
~ ©oNS § % 2Qoml 5% in any newly. built pubhc or nonprofit housmg are often hlghe{c than in
@ e 53 existing public housing (with the exception of Romania or Russia, where
‘g% thfi) Tfin;le rent r;&gulation principles apply to both existing and newly built
o 8 e &2 ublic housing).
4 R . ~ - %D::; P An example of more extensive new social housing construction in the
EE region is the TBS nonprofit housing scheme in Poland, where the maximufn
o PN . = é Scwog|zs rent is centrally regulated (the relevant legislation on this was passed in
= Qenes -, %é 1995} at 4 percent of the dwelling’s replacement value (i.e., the average con-
;g;: struction costs annually declared by regional councils). The same applies,
o NS .n E g€ o~ §£§ for examplc?, to Slovakia: the maximum rent in new public housing bl:lllt
& o "ood i after 2001 is 5 percent of the acquisition cost. Other examples of specific
- £ ad hoc rent regulation schemes applied to new public or nonprofit housing
S o oo E 28gx|s E include flats built in the Czech Republic under ministry programs directed
::— = w i D - - £ at ‘supporting housing’ and ‘social housing’, flats built in Hungary under
= : _.;:I the Szécheny government program, or public flats built in Serbia for refu-
- 5 N, o s 9 P B = gees from the ex-Yugoslav republics.
£\ o e “ %€ As mentioned in the preceding, the pace of ‘legal’ rent deregulation is
g :«;3, not necessarily connected with the pace of ‘price’ deregulation, The cen-
P e 99 . © SR - tral regulation of rents was quickly dissolved only in those countries that
é = ~ '3 “ fﬁ‘;n applied a generous right-to-buy policy (Estonia, Russia, Ukraine, Hun-
3z Bk gary), whereas it remained strong for a long time in countries where this
E 9y - <O E 2 .gm &Y pohc.y was rejected ((;zech Rep}lbllc, Poland). There are several exceptions
2T ~N K . = et to this rule—Romania, Slovakia, and all post-Yugoslav republics—where
i —5; rents for public housing continued to be regulated by the central govern-
Tg oo o o e g2 ment. However, real price deregulation (rent increase) and thus the real
&N ; T " Z N g E -shift to a ‘second-generation’ rent control regime for running tenancies first
< g3 ppeared, paradoxically, in the countries that avoided right-to-buy poli-
5 RN » 22w §§ s: the Czech Republic and Poland. However, the main reason is not the
= 3 ~NSTHY . = - %‘:‘1 bsence of a right-to-buy policy but rather the restitution of the housing
gl o B g = £33 ww | F gstock. In the Czech Republic, Poland, and also in Estonia, the restituents
2 2 .5 25 g & &% I8 E% VB9 gwere powerful enough to lobby for a change in the rent control regime and
§ gy E 2 88 £ § § 3 ,g’ i = %E ‘:gg % hey succeeded by taking legal action against the state.
gl 8% &7 585 7 - 2% i EEiE|mgea _
S| ¥s¥ %g g g 2 g £y g LE 8 i’; §-§ SgafsliES OUSING ALLOWANCES IN SELECTED POST-SOCIALIST STATES
S4E38% BJOOUBCBOES &F 4 YLESElzes
3 3 gf’. § g §: ) E # 8 g 8 g 5 g 1.3 3 §§'§'5§ ﬁ,f»u’? means-tested housing allowance is one of the most important instruments
2 RWEEEE EESSPESEL 3 uideweS|ase
8| FYESSE SRASREEFRZ 2% AT MNNR|E2

ousing and welfare policy in developed European states, especially in
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the field of rental housing. It complements social housing and is part of the
social security system of each country, With respect to housing policy, this
is a demand-oriented instrument. Indirectly, it may also affect the supply.
Increasing the disposable income of the population by providing an allow-
ance stimulates housing demand; the reaction to an increase in demand
should be a corresponding increase in the supply. The introduction of hous-
ing allowances therefore “reflected housing policy rather than social secu-
rity concerns” (Kemp 1997, 16).

- Housing allowances were introduced in the western countries from the
middle of the 1960s (Germany 1965) onwards, but especially during the
1970s (Great Britain 1972, France 1977) and 1980s. The basic principle of
housing allowances is to provide eligible households from the rental or own-
er-occupied housing sectors with a benefit equal to the difference between
the actual and the normatively set level of household housing-cost burden,
defined as the share of housing expenditures out of total household income.
When calculating the housing allowance, three factors in particular are
usually taken into account: household income, housing expenditures, and
household size (an international comparison of different models in western
countries is found, for example, in Kemp 2007). _

Table 4.2 presents an international comparison of several aspects of hous-
ing allowances in sample post-socialist states. There is no housing allow-
ance in Serbia or Bosnia and Herzegovina. In Romania, only a ‘heating
allowance’ exists, which provides compensation for unpredicted increases
in the price of fuels used for central heating systems and is paid directly to
the local thermal energy providers. In several other post-socialist states the
estimated share of households receiving a housing allowance is very low:
less than 1 percent in Slovenia; 2 percent in Estonia, the Czech Republic,
and Croatia; 3 percent in Poland; and 5 percent in Slovakia and Ukraine.
The housing allowance is more widely received only in Russia (11 percent
of houscholds) and Hungary (8.5 percent of households). The situation in
Hungary is relatively new, and the housing allowance has played this more
significant role since 2004,

In many countries the first housing allowance scheme was established
relatively soon after the regime change, but generaily it underwent vari-
ous amendments in later years, especially after 2000. Usually the eligible
households are also the recipients of the housing allowance; only in Slove-
nia and Poland are the allowances paid directly to landlords (initially this
was also the case in Russia). In all countries, except Slovenia, the allow-

ances are paid both to tenants and homeowners; they are therefore tenure

neutral (in Croatia since 2001).

The source of allowance financing varies: in approximately one-half §

of sample countries the allowances are paid entirely or mainly out of the

state budget (Czech Republic, Estonia, Ukraine, Slovakia, Hungary), in §
one country they are paid mainly out of the regional budgets (Russia), and 3
in the remaining countries they are financed exclusively or mainly out of';-
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the municipal budgets {Poland, Slovenia, Croatia),
in which most expenditures relating to housing allowances are paid by
the municipalities some form of cofinancing from other sources exists: in
Slovenia the allowances for private market tenants are cofinanced by the
state budget and in Croatia {for the gas allowance) by the regional budgets.
Allowances are also cofinanced in Hungary-—about 10 percent of the total
amount comes from the municipal budgets; in Russia part of the total hous-
ing allowance due in less-developed regions is cofinanced out of the federal
state budget.

This situation is not constant in time. As Table 4.2 shows, with the excep-
tion of Poland, most post-socialist states have seen a strengthening of cen-
tralization (bottom-up change} in the financing and regulation of housing
allowances. In some countries at least part of the total housing aJlowance
due has over time been overtaken from the municipalities by the regions
(Russia, Croatia) or the state (Slovenia, Hungary). In Hungary there was a
radical change in financing and competence in 2004, when the state almost
fully took over the role that had been played by the municipalities to that
time. And in Russia, also in 2004, the financing responsibility was fully
transferred from the municipalities to the regional level. The opposite trend
has been observed only in Poland, where in the 1990s the municipalities
received about half of the total allowance dye from the state budget, but
now they bear all the costs themselves; after the 2004 tax income distribu-
tion reform they began receiving a higher share of collected tax income, but
became fully responsible for paying the housing allowance. ’

If there is one feature common to the housing allowances schemes in all
the selected post-socialist countries it is their marginal significance. Their
role is limited to income maintenance for the lowest-income families; they
are not an effective demand-side housing policy instrument. The restrictive
conditions attached to the housing allowance, such as the explicit income
ceilings (Estonia, Poland, Slovenia, Croatia, Hungary) that limit house-
hold eligibility, demonstrate this. The housing allowance is often governed
by social security legislation (Estonia, Croatia, Hungary, Ukraine, Czech
Republic, Slovakia) rather than specific housing legislation (Russia, Slove-
nia, Poland); in Estonia it is part of the subsistence benefit and in Slovakia
part of assistance to people in material need.

Consequently, the housing allowance is more of an auxiliary tool that
lps_low-income families cover the costs of increasing utility prices {such
prices for energy, gas, heating, water supply) than it is a substitute for
nt regulation or public housing privatization (Hegediis and Teller 2005,
}. This fact explains why housing allowances are usually (with the sole
ception of Slovenia) tenure neutral, that is, why they are allocated not
to tenants but also to ‘poor’ homeowners, This situation has changed
since 2000.

‘ nother shared feature is the paradoxical fact that almost all housing
I?Wance models in sample countries are geared towards already protected

In two of the countries
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tenants or homeowners {except in Croatia): ‘privileged’ tenants, ‘social’ ten-
ants paying regulated rent, or homeowners who got their housing cheaply
through giveaway privatization. Although official rules introduced more
recently usually do not distinguish between different types of tenants or
homeowners (for example, the explicit exclusion of ‘unprivileged’ tenants
was ruled out in Russia in 2002 and in Slovenia in 2008), restrictive con-
ditions, such as income and housing cost ceilings, are clear signs that the
allowance rargets mainly ‘old’ and protected tenants and homeowners.

In the private sector, tenants that pay market rents (and, respectively,
owners that are repaying mortgage loans) are still, although recently more
implicitly, excluded from receiving effective assistance in the form of the
housing allowance in the overwhelming majority of sample countries.
Their incomes are generally higher than income ceilings {(otherwise they

could not pay the housing market price} and market rents are often well .

above the cost ceilings or tariffs applied in the housing allowance formu-
lae. Even though the rent-to-income ratio of ‘unprivileged’ tenants is often
substantially higher than the normative rate of burden set in the allowance
formulae, they receive no allowance or they receive only a type of specific
allowarnce (Slovenia).

Moreover, most existing housing allowance models do not take into
account real housing costs but instead use notional cost tariffs (Hungary,
Slovenia, Ukraine, Russia). In Slovakia, the amount of the housing allow-
ance is a simple one-figure rariff, and notional costs are set at a low level,
reflecting the situation in the *privileged’ sector; here the exclusion of house-
holds that pay market housing prices is the most apparent.! In addition,
these simple tariffs barely reflect regional differences in market rents and
prices, and this again confirms the role of the housing allowance as a social
benefit that covers a part of maintenance fees and utility costs {utility costs
do not vary regionally too much).? In Estonia, however, real housing costs
are taken into account to determine the amount of the housing allowance,
but they are limited by ceilings (maximum values); the ceilings are set by
the municipalities. In Poland real housing costs are included in the calcula-
tion of an allowance, with only indirectly set ceilings (comparable costs in
municipal housing). The Czech Republic now has the least constraining
allowance formula: since 2007 real housing costs are included and, thanks
to rent deregulation, the ceilings are set at levels close to rents/costs in the
private market rental sector.

The normative rate of burden of a housing allowance is defined as the
share of household income that a household is expected to spend on hous-

ing. In other words, it determiries the minimum financial contributions of
a household to its housing expenditures not directly (in absolute values) but §
indirectly, in the form of a percentage of the total household income. The 4
standard normative rate of burden varies among post-socialist countries, 3
ranging from 15 percent (Ukraine) and 18-22 percent (Russia), to 30 per- ‘4
cent (Hungary and Estonia) and 30-35 percent (Czech Republic). It can 4
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vary according to the composition and size of the household {(e.g., Czech
Republic, Estonia) or household income (e.g., Poland).

The ‘taper’ shows the amount by which housing allowance decreases
when the income of a household increases by one currency unit. In most of
the sample countries, the taper was relatively gentle, but the models in Esto-
nia, Hungary, Slovakia, and Russia were the exceptions. Their allowance
models have a high taper, or there are specific thresholds after which the
allowance is sharply reduced. This kind of situation can lead to a poverty
or unemployment trap.

CONCLUSIONS

There are only a few countries in our sample of post-socialist states where -

the rent in some private housing units is regulated by the state. This pertains
mainly to rent in restituted housing stock. Basically, new tenancies in the
private rental sector are concluded freely on the market—often black market,
because many landlords do not want to declare income from rent on their tax
return. Conversely, public rents are usually subject to a specific regime of cen-
tral rent control—either direct rent setting, rent capping, or rent increases. In
countries where regulation is applied to both sitting and new public tenants,
public housing tends generally to be viewed as social housing. In countries
where new public tenancies are exempted from rent control this may not
always be the case., There are three countries in our sample where rent con-
trol is imposed on more than 10 percent of the housing stock (Poland, Russia,
Czech Republic); and there are two countries in our sample where central
rent control has disappeared entirely (Estonia and Hungary).

In our analysis we discovered that the pace of ‘legal’ rent deregulation in
the 1990s was closely connected with (or even dependent on) the introduction
of a right-to-buy policy. The central regulation of rents was quickly eliminated
or decentralized only in those countries that applied a generous right to buy
policy {Estonia, Russia, Ukraine, Hungary), but it remained strong in those
countries where this policy was rejected (Czech Republic, Poland). However,
the real deregulation of prices (rent reform) and thus the real shifttoa ‘second-
generation’ rent control regime for running tenancies first occurred, paradoxi-
cally, in the countries that avoided right-to-buy policies: the Czech Republic

and Poland. The main reason for this was the restitution of the housing stock 4
and the fact that private restituents in these two countries successfully chal- #

lenged the state regulation of rent in international court.

There are specific rent regulation schemes that are applied to rental §
housing built after 1990 and subsidized out of the public budget but gener- 4
ally this housing accounts for just a small part of the total housing stock,
except in Poland, Slovakia, and the Czech Republic. In Poland this relates
to dwellings built under nonprofit TBS schemes, and in the Czech Republicy
and Slovakia it involves municipal dwellings built under various govern-

mant tirnorame
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The decentralized housing allowance system of the early 1990s was
later, except in Poland, transformed into a more central model of financing.
Increased centralization of the financing and regulation of housing allow-
ances has been typical across most post-socialist states in our sample (espe-
cially for Hungary and Russia in 2004).

The marginal significance of the housing allowance is a shared feature of
the selected post-socialist countries. Although it is impossible to fully evalu-
ate a housing allowance scheme without detailed knowledge of the given
country’s social security system (such as how it calculates the living mini-
mum or subsistence benefits), the role of the housing allowance in selected
post-socialist states is clearly limited to income support for the lowest-income
families, rather than being an effective demand-side housing policy instru-
ment. Its main purpose is not to enable rent (housing) reforms but rather to
compensate lower-income households for increases in utility prices.

Another shared feature is that almost all housing allowance schemes are
oriented towards tenants who already enjoy tenure protection and towards
homeowners: ‘privileged’ tenants, ‘social’ tenants, and homeowners who
got their own housing through giveaway privatization. Tenants that pay
market rents in the private sector are still, explicitly or implicitly, excluded
from obtaining effective help in the form of the housing allowance (except
under the recent system introduced in the Czech Republic),

New tenancies in the private sector are not protected by rent control
or by effective tenure security legislation. The market rents in the private
renta‘l housing are often several times higher than rents in public (nonprofit)
housing, even in countries where rents in public housing are no longer cen-
trally regulated {Hungary, Estonia). Young families often have little chance
of obtaining public or social housing because the tenancy turner in such
housing is low and there is relatively little public housing left since the give-
away housing privatization. Despite this fact, the housing allowance gener-
ally provides them with no effective help with their high housing costs.

There are at least two clear policy implications from rental housing
segmentation. One is that such a policy will logically result in all citi-
- zens preferring (and even being forced) to become homeowners, because
omeownership is then the only secure and accessible form of housing ten-
re. The second implication is that rental housing is becoming stigmatized
$ a residual and temporary form of housing: residual for people on low or
nstable income and temporary for students and young singles. This situa-
n will only strengthen the housing system’s orientation towards owner-
occupied housing in the future.

I 011E1C1ans dellbel ately ChO y
5€ houSlIlg as apollc Cl.lSthIl 3 Whlch was Hltended
to SOf ten the bIOWS OE the more palnlel Ef‘fects Of €CONOMIC tranSfOIInatlon.

As stated carlier, rent regulation applies especially to old tenancies because
new tenancies in nrivare rental hondine ares avemnt fram anv rant ~antral
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in all post-socialist states; in some states, however, new tenancies in public
housing are subjected to rent control.

3. Notional housing expenditures are rarely applied in EU housing allowance
models. Instead, the ceiling {maximum costs} is often used, whereas actual
costs are taken into account in the calculation of the benefit. Above the level
of the ceiling, a household must pay for all other expenditures with its own
LESOULCES,

4, In Russia the standard notional costs set by the regions are differentiated
by the municipalities themselves, but this differentiation does not take into
account differences in free market rents, but rather differences in utility
costs.
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POLICY RESPONSES TO ROMA HOUSING EXCLUSION
IN HUNGARY, ROMANIA, AND SERBIA

In various countries, local- and national-level programs have been aiming
to solve the housing issues of segregated and disadvantaged Roma com-
munities, and they have tried to tackle at least some aspects of housing
exclusion. The interventions range from clearing legal titles; through infra-
structure investment; to coordinated actions of income generation, edu-
cation, community development, and housing development. The success,
relevance, scope, and sustainability issues of each of the interventions are
different, similar to the variety of regional differences and housing situa-
tions they address.

The evolution of housing interventions started with the NGO sector,
prominently supported by international organizations, such as World
Bank, UNDP, Soros Foundation, OSCE, and international charities. Some
of these punctual programs were focusing on inhuman and unhealthy liv-
ing conditions and forced evictions, but they could not tackle general hous-
ing exclusion patterns or mass reproduction of extreme poverty among
excluded Roma groups.

In Hungary, in 2005 the national government launched a Roma Set-
tlement Integration Program focusing on small to medium-size villages
throughout the country. During its five years of operation, the program was
extended and improved, finally reaching approximately forty communities
with a funding of about 14.6 million U.S. dollars. The program design
was based on combining interventions from various fields (training, social
work, infrastructure investments), it was assisted by external mentoring,
and in very few cases it implemented desegregation measures {(Petrovacz et
al. 2010).

Despite several challenges, the interventions have had tangible integra-
tion effects in most settlements. Where it did not, for example, in Szentgal,
a small village close to Lake Balaton, it was more about the local consensus
-among the political elite and the Roma self-government. This consensus
-could not be changed, and it resulted in a fostered spatial isolation of the
:oma. Generally there was a strong local resistance to spatially integrate
he Roma and let them purchase or rent housing in the central parts of the
illages. Also, the lack of creation of employment opportunities to sustain
roved living conditions has been a major shortcoming of the program.
some other villages, where the local government was more supportive
or at least not challenging) the targets of the program, the state-funded
Drogram could serve as a first step to include the Roma in village life. This
Wwis achieved by helping them move to the integrated parts and getting
dCcess to paid jobs, as it happened in Sirok, a touristic village in north-
cdstern Hungary. Here, the municipality fac1htated the process by making
b‘hc employment options available for Roma, for example, delivering hot
ils to the elderly in the village. It also forbore to claim rent for the use
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