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When friends of the Czech Republic’'s remarkable transformation want
to offer gentle criticism or suggest that the Czech government may not be
quite the ally of the free market it portrays itself, they turn first to the hou-
sing market.! Certainly the housing market stands out as the major ex-
ception to the board acceptance of market forces that has characterized
most of the economic transition in the Czech Republic. This essay exami-
nes the current state of the Czech housing market and discuses the impli-
catiehs of a continued failure to deregulate this market, as well as the
practicality of various proposals for reform.

Concern over the housing market tends to focus on the potential dis-
ruptions posed by excessive regulation, including controls on rents, rather
than on other problems such as the collapse of new construction (from
61,000 units in 1990 to about 10,000 in 1994) or the relatively small size
and large number of residents in the typical Czech dwelling unit (2.8 resi-
dents per unit as opposed to 2.3 in Germany or 2.4 in Norway, and an
average of 46 square meters per unit as opposed to 95 in Germany or
116 in Norway). At a fundamental level, however, all of these problems
are linked.

The problems created when rental units are subject to effective rent
control are well documented.?2 Without such controls, rental housing mar-
kets closely approximate classical competitive economic markets. There
are a large number of buyers and sellers and very many similar units.
Thus, economic profits in such markets must be close to zero. In an unre-
gulated market, rents for units of a given quality will exactly cover the
costs of producing and operating a unit of that quality. When binding rent

1 See for example the editorial in the European Wall Street Journal of April 10th, 1994.
2 For a good general discussion of the problems created by rent control see: Peter
Salins, Scarcity by Design, Cambridge MA: Harvard University Press, 1992.




control is imposed on such a market there are several predictable effects:

« Profits are reduced. Since in a competitive market economic profits
must have been zero to begin with, rent control will reduce profit on exis-
ting units to a negative level.

+ This will cause the market price of these units to fall, imposing a capi-
tal loss on owners.

« Since rents no longer cover replacement costs, new construction will
stop.

Thus, rent control typically initiates a vicious circle where housing shor-
tages are used to justify rent controls that then create even greater shor-
tages. The “temporary” rent controls New York City introduced as an
emergency measure during World War Il are still in place over fifty years
later because the housing shortage created in large part by these con-
trols still exists. These shortages are a combination of the reduction in
supply produced by the lowering of the return on housing and the increa-
se in supply that is brought about by the fact that people will increase
their demand for products with artificially low prices.

It is of little help that current policy in the Czech Republic exempts new
units built without state funds from rent control. Many cities have adopted
such an exemption when confronted with housing shortages induced by
rent control. In almost every case, however, once that the principle of rent
control has been accepted, political pressure has forced the law to be
applied retroactively to units that were supposedly exempt. Thus, the pro-
mise of exemption is not credible. Such a scenario is especially plausible
in the Czech Republic where any foreseeable change in government
would bring to power parties who are more rather than less supportive f
rent regulation.

Since effective rent control® means that allowable rents are insufficient
to cover operating costs and normal rates of return at the existing quality
level, markets respond by attempting to lower quality levels until zero
economic profits are restored. Thus, effective rent controls create a clas-
sic problem of lack of maintenance and deterioration in quality.* Since the
mandated rent is equal to the rent that free exchange between buyers

3 We are concerned here with effective rent control, by which we mean rents that are set
by law at a price below what would prevail in a competitive, unregulated market. Obviously,
the mere existence of a law setting maximum rents will not have the negative impacts dis-
cussed if these rents are close to or even above the unregulated equilibrium rent.

4 One recent study found that rent control in Manhattan increased the probability that
buildings built before 1947 were not in sound condition by almost 20 percent. (Joseph
Gyourko and Peter Linneman, ,Rent Controls and Rental Housing Quality,“ Journal of
Urban Economics 27 (1990) pp. 398-409.)
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and sellers would generate for a dwelling unit of lower quality, owners will
find that tenants will willingly pay this rent even if the quality of the unit is
allowed to deteriorate. By economizing on upkeep landlords can partially
restore their return from the property without having any difficulty finding
tenants.

This process of quality deterioration reduces the implicit subsidy to te-
nants. Given that the imposition of rent control means that the principle of
government control of housing market has been accepted, the obvious
response of tenants is to attempt to introduce further government regula-
tions to restore the surplus value of their unit over the rent they pay that
was generated for them by the initial imposition of below-market rents.
Thus, every city with rent control eventually also develops an elaborate
web of regulations attempting to control quality, as well as an extensive
and costly legal system to enforce these rules and adjudicate tenant-
landlord disputes. Indeed, cities such as New York and Vienna where
rent regufétions have been in operation for some time operate an entire
parallel court system just to deal with housing suits. Social tension is cre-
ated as the cooperative exchange between willing buyers and sellers that
exists in an unregulated market is transformed into an adversarial rela-
tionship where both parties attempt to obtain an advantageous position
through the intervention of the government. Indeed, when rent control re-
gulations were lifted in British Columbia, law suits related to housing ap-
parently fell to approximately 10 percent of the level that prevailed under
rent control.

In the limit, if rent and quality regulations are sufficiently binding to re-
duce owners’ incomes net of maintenance and operating costs to less
than zero (i.e. to reduce the market value of the property to zero), owners
will abandon their property, leading to municipal assumption of large
numbers of dilapidated buildings. Even when buildings are not abando-
ned, lack of maintenance and quality deterioration create social pro-
blems. There is extensive evidence that crime and other negative aspects
of urban life increase in areas where property is poorly maintained. It is
almost as if potential criminals subconsciously connect poorly maintained
buildings with lack of community concern and assume a greater license
to violate social norms.5

5 This phenomenon is known in the literature as the ~broken windows* hypothesis and
was first advanced by James Q. Wilson and George Kelling in the U.S. Subsequent studies
have consistently shown that when buildings in a given neighborhood are better maintained
crime in that neighborhood goes down even if the incomes and social characteristics of its
residents do not change.






cation. Since the implicit subsidy from residing in a rent-controlled apart-
ment is not portable and would be lost if its recipient moves, the existen-
ce of rent control in the housing market will inhibit the speed at which the
economy can move toward efficient allocation of workers, thereby slowing
down the process of transition and generating long-term regional differen-
ces in unemployment. Czech workers who wanted to move from Bruntal,
where there were 25 unemployed workers for every vacant job in 1993, to
Prague, where there were 7 vacant jobs for every unemployed worker,
were prevented from doing so by the difficulty in finding an apartment in
Prague created at least in part by the regulatory disruption of the housing
market.

In a recent survey of labor market conditions in the Czech Republic,
the-Organization for Economic Co-Operation and Development emphasi-
zed this point when it concluded:

Regional differences in unemployment are marked, and while
long-term unemployment is concentrated in high-unemployment
areas, vacancies mainly concern jobs in low-unemployment areas.
Contrary to common wisdom, there is no evidence that Czech

~ workers are reluctant to move in response to the prevailing regional
allocation of employment opportunities and wage differentials. It ap-
pears that they are willing to spend long hours travelling from their
residence to the place of work, but they have difficulties in finding
affordable housing in urban areas where most vacancies are
located. .. This points to the need for further relaxation of rent con-
trols, and other housing reforms in order to provide stronger incenti-
ves for an increased supply of rental housing to Czech citizens in
urban areas and to resume residential construction which has
sharply declined since 1989.6

Given the wide consensus that rent regulation creates serious pro-
blems in a housing market and that the longer it is allowed to stay in ef-
fect the greater these problems will become and the less amenable they
will be to rational redesign, it is imperative that the Czech Republic act
quickly to eliminate these regulations. Fortunately, local conditions are
such that it is possible to do so with minimal disruption and political risk
provided action is taken soon. In order to understand the impact of the re-
moval of rent regulations, we must begin by estimating what rents would
prevail in their absence.

6 Organization for Economic Co-Operation and Development, Centre for Co-Operation
with the Economies in Transition, Review of the Labour Market in the Czech Republic,
Paris, 1995 pp: 133-134.



As suggested above, free market (unregulated) rents on existing hou-
sing cannot exceed the sum of operating costs and a payment sufficient
to amortize the costs of new construction of similar housing. If owners at-
tempt to charge more than this, alternative suppliers will find it profitable
to enter the market. If, on the other hand, there is an excess supply of
housing, the market value of existing housing will fall below what it would
cost to construct replacement units and rents would be even lower. Given
the presumed housing shortage in the Czech Republic it seems safe to
conclude that rents for existing units will be set by the costs of new con-
struction. In the second quarter of 1994 approximately 32,500 construc-
tion permits for new dwelling units of all types were issued in the Czech
Republic. The total value of these units was about 28 billion K&. In the
third quarter 34,000 permits with a cost of 32.5 billion K¢ were issued.
These figures imply an average construction cost for newly built units of
around 900,000 K&. Currently, however, most new construction is for the
high end of the market. The cost of replicating existing units should, the-
refore, be significantly lower. Even so, it seems unreasonable to assume
that the typical existing dwelling unit could be replicated with a new unit of
similar quality and size for less than 500,000 Ké&. This is also close to the
current market price for existing flats. In the summer of 1995, first catego-
ry cooperative flats of about 75 square meters (somewhat larger than the
average of all flats) could be legally purchased for about 375,000 K¢ in
Olomouc, 525,000 K¢ in Plzeri and 600,000 in Brno. Of course, flats in
Prague are more expensive while those in many smaller cities and towns
are much less expensive (a 3+1 flat in Teplice, for example, costs be-
tween 140,000 and 200,000 K¢). -

With a 10% cost of funds and a 30-year payback period, construction
costs of 500,000 K& would require tenants to pay about 4,400 K¢ a month
for landlords to recover capital outlays. The costs of maintenance and
operation must be added to this figure. Conservatively, cooperatives in
the Czech republic currently spend between 500 and 1,000 K¢ a month
on such expenses, while utility costs add an additional 1,000 K¢&. Thus, a
reasonable, but very rough, projection of the average market rent for cur-
rent dwelling units would be about 6,000 to 6,500 K& per month including
utilities.

This is obviously a high figure in light of average wages and family in-
comes in the Czech Republic. In the West, there is a widely accepted
srule of thumb” that a family should spend no more than 35 to 40 percent
of its gross income on housing costs. A monthly rent of 6,500 K¢ is well in
excess of this fraction of income for most Czech families given that the



average household income in the first quarter of 1995 was about 10,500
K¢ per month.” On the other hand, the monthly costs of 2,000 to 3,000 K¢&
per month that would prevail if landlords did not have to recover any capi-
tal investment are well within the ability of most Czech families to afford
at current income levels. Thus, there is an obvious direction in which hou-
sing policies in the Czech Republic should be oriented. The few families
who need assistance in meeting operating and maintenance costs for
their dwellings can easily be accommodated within the general social
support scheme. On the other hand, since a large number of families cur-
rently have difficulty either purchasing or paying a market rent that would
enable landlords to recover the capital costs of their units, housing policy
sheuld be directed toward increasing incomes of landlords and encoura-
ging new construction.

The design of housing policy for the Czech Republic needs to begin
from the_current structure of ownership in the country. In 1994 there were
4,077,181 primary dwelling units (houses and apartments excluding va-
cation cottages) in the Czech Republic. Of these, 3,705,681 or slightly
less,than 91 percent were inhabited.?2 Table 1 presents the ownership
structure of these dwelling units. An indication of the lack of dynamic poli-
cies in the housing market is given by the fact that this ownership structu-
re has changed very little since 1991 when 41 percent of units were
owner-occupied, 27 percent were state or municipally owned, 21 percent
were in collectives, and 11 percent were rentals from private owners.

The ownership structure in Table 1 is for the country as a whole. In
Prague, where the presumed shortage of housing is greatest, there is a
greater reliance on rental housing. Only about 12.5 percent of house-
holds in Prague live in owner-occupied units. About 50 percent live in
state or municipal housing. In addition, a larger proportion than elsewhere
in the country rent from private landlords due to the relatively large num-

7 Given that the tax burden and food prices in the Czech Republic are both relatively high
when compared with western countries such as the U.S. where such rules of thumb were
developed, Czech families may not be able to devote as much of their gross income to hou-
sing as families in other countries. This, however, may be offset by the fact that most ex-
perts agree that the ,grey market“ is larger in the Czech Republic than in countries such as
the U.S. and that actual incomes exceed reported incomes by a considerable amount. The
conventional 35 percent rule seems, therefore to be appropriate for local conditions.

8 About 400,000 additional households do not have their own dwelling unit. Surveys of
these households indicate that about two-thirds of them regard this ,doubling-up“ as invo-
luntary and would like to live in their own unit but have been unable to find one in a location
they desire and at a price they were willing to pay. To what extent these desires are realistic
is unknown.



ber of apartment buildings in Prague that were returned to former owners

during restitution.

It is clear from this distribution of ownership that most housing units in
the Czech Republic are owned in a way that presents little difficulty for
designing a rational housing policy. The 42 percent of units that are
owner-occupied (mostly single-family homes) are already in the private
housing market. They can be sold freely, and their owners typically hold a
clear title with no outstanding mortgage. Operating costs are affordable.
Should the owners of these units wish to move, the money received from
selling their current home would enable them to purchase an equivalent
unit elsewhere.

The additional 21 percent of dwelling units in collective and cooperative
buildings should be thought of in a similar manner. In most other coun-
tries these units would be classified as owner-occupied rather than rental
units. The “rents” paid by their owners are the equivalent to condominium
fees or cooperative assessments in other countries. Thus, reform in this
sector of the market involves two rather simple steps.

1) Break up the massive organizations characteristic of the communist re-
gime into much smaller, self-governing cooperatives or condominium
projects? covering one development or even a single building.

2) Give each resident freely tradable property rights either to an owners-
hip share in a cooperative that entitles whoever possesses it to occupy
a particular unit, or to a particular unit in a condominium.

Both of these measures are already well under way and when comple-
ted should be sufficient to rationalize the owner-occupied sector of the
housing market. In general, no ongoing operating subsidies will be recpui-
red. Since occupants will have capital assets that can be easily sold,
there are no barriers to mobility should they want to change the location
or characteristics of their housing. Thus, there should be little short or
long term call on the state budget from this sector, although in order to
generate political support for other steps discussed below, the authorities
may want to forgive or assume outstanding unpaid mortgages on these
units.

This leaves about 37 percent of the market (although well over 50 per-

9 The traditional distinction is that in a condominium each owner has clear title to a single
apartment as well as an obligation to contribute to the upkeep of common areas such as
entrances, grounds, and roofs, while in a cooperative each owner owns a share in the entire
building or group of buildings that entitles him or her to occupy one of the units in the entity.
It is of little practical import which of these forms of organization comes to dominate in the
Czech market.
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cent in Prague) that is currently true rental housing. About three-quarters
of these units are owned either by the state or municipal government,
while the remaining quarter (10 percent of the entire number of dwelling
units) are privately owned. These are the units currently subject to strin-
gent rent controls where the disruption of the housing market is greatest.

Rent regulation in the Czech Republic is quite severe. Recall the esti-
mate generated above that a fair market rent for the average flat in the
Czech Republic might be over 5,000 K& a month, net of utilities. In
Prague, where the initial cost of units is higher, the unregulated market
rent would also be higher. This should be contrasted with current regula-
tions that allow a rent of approximately 600 K& a month for a typical flat of
abaut 80 m2. Although the Ministry of Housing projects that rents will
mare than triple by the end of the century under the provisions of the cur-
-rent law, much of this increase is in response to anticipated inflation. The
projected real increase will only bring average rents to somewhat over
1,200 K¢ a month in 1995 crowns. This figure is projected be closer to
2,000 1995 K¢ in high demand areas such as Prague. Table 2 shows
possﬂible increases in rents based on reasonable assumptions about
overall economic conditions. It is clear that any politically feasible
increase in rents will fall far short of reaching a level that would allow
a normal rate of return on housing assets.

If we accept that possible rent increases will be sufficient to cover ope-
rating costs and basic maintenance of apartment units but will not allow
sufficient excess over these costs to generate a normal return on invest-
ment, owners of flats with sitting tenants will continue to be forced to pro-
vide extensive subsidies to their tenants. Tenants in existing apartments
subject to these rent regulations will have significantly lower housing
costs than new entrants into a local market, who will find it necessary to
pay a rent high enough to amortize the initial capital cost of the unit as
well as cover operating and maintenance costs.

Thus, even the drastic rent increases embodied in the current govern-
ment policy will leave in place a wide disparity in housing costs between
different households occupying physically similar units. No one will be sa-
tisfied in such a world. Households who are forced to pay market rents
will resent the fact that they are not receiving the massive subsidies avail-
able to those fortunate enough to live in rent controlled units. Current te-
nants will focus not on the fact that they are heavily favored over other
renters, but rather on the fact that their rents have tripled in a five year
period. This will leave them dissatisfied with housing policy and angry at
the government as well. Finally, landlords who are prevented from obtai-
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ning the rents they see being paid for uncontrolled apartments will be the
most resentful of all. On the macroeconomic level, subsidies that conti-
nue only if tenants do not move will combine with the relative lack of new
construction to inhibit the geographic mobility required for efficient econo-
mic development well into the next century. A policy that combines large
increases for current tenants, enormous disparities in housing costs be-
tween otherwise equivalent families based on where they lived in 1989,
and forced subsidies from landlords to tenants seems a prescription for
political disaster, and will aimost guarantee that significant social tension
will be created by the housing market problem for the foreseeable future.

A solution is not, however, as difficult as it might seem. The issue be-
comes clear when ownership of rental property is viewed as an issue of
property rights. Among these are the right to dispose of the property, the
right to alter its appearance and the right to collect a stream of income
from renting it. Obviously, the last of these is by far the most important.
The problem with a rent control law is that all or part of this property right
is taken away from the owner and given to the tenant.

With respect to state and municipal units, since the major property right
(the right to the stream of fair-market rental income) has already been ef-
fectively transferred to the tenants, itis a trivial exercise to transfer the re-
maining property rights to them as well. The government has nothing to
lose by converting these units into cooperatives or condominiums and
transferring title to residents.

Given that the right to the difference between the fair market rent and
the actual rent already belongs to the tenant, is altering the current ow-
nership arrangement important? The answer is “yes,” because of the=in-
alienability of the rent subsidy. If current tenants could sell the right to
occupy the apartment with the subsidy in place, there would be no barrier
to mobility and no economic inefficiency. Given that tenants cannot sell
the right to their subsidy to future occupants, the knowledge that they
would have to pay market rents were they to move serves to lock tenants
into their current housing. Converting tenants into owners removes this
barrier, since any tenant for whom relocation makes sense could sell their
unit and use the proceeds to purchase (or rent) housing elsewhere.

Transfer of the title to state and municipal housing is the occupants of
this housing a simple matter. There is no cost to the government budget
unless the authorities had hoped to generate revenue by selling the units.
Given that anticipated rents under the current and proposed regulations
appear to be barely sufficient to cover operating costs, there is little hope
that any significant revenue could be generated from selling the units.
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With no prospect of an economic return, investors would have little incen-
tive to purchase them. If they were offered to sitting tenants at any signifi-
cant price, the rational response would be to refuse to purchase and con-
tinue to rent the units.

This is why it is essential that all tenants be given their units outright
rather than merely an option to buy them at a reduced rate. Since some
individuals may not wish to become owners, giving residents a choice
between purchase (even at zero price) and retaining the current arrange-
ment may result in some tenants feeling no compulsion to alter the situa-
tion. Thus, the barrier to mobility will remain in place. After tenants are
forced to become owner-occupants, those who prefer to rent are free to
selktheir units. They may then rent another unit or they may be able to re-
main in their current unit if they are able to sell to an investor who wants
to own rental property. Where the majority of occupants in a building
would prefer to rent rather than own, a democratic cooperative is free to
sell the entire building to an investor, dividing the proceeds among the
coop members. In either case the necessity for rent regulation would no
longer exist since the income from investing the proceeds of the sale
could be used to offset the higher market rents.

It should now be clear that only the 10 percent of housing units rented
from private landlords (2 percent in houses and 8 percent in larger buil-
dings) pose a significant problem. The vast majority of these units were
supposedly returned to former owners under the restitution program.
A belief in restitution in kind is one of the main features that has distingui-
shed the transition in the Czech Republic from the rest of the region. This
principle requires that property appropriated by the communist govern-
ment be returned to its rightful owners. In most situations, return of pro-
perty rights requires only that the government relinquishing a competing
claim, something that can be accomplished by fiat.

With respect to rental housing, however, the Czech government is
caught between the proverbial rock and hard place. Returning the right to
the potential income stream that could be generated by, the property
would impose a cost not on the government, but rather on innocent citi-
zens who played no part in the appropriation. Because of the consider-
able social unrest true restitution of rental housing would create, in this
area alone the Czech government has held to a fiction of restitution while
actually continuing to support the appropriation of the property rights of
former owners. If the Czech Republic is to adhere to its avowed philoso-
phy, it must return all property rights to the former owners of nationalized
rental property. To fail to return the right to the income stream that such
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property could generate by retaining rent control makes a mockery of the
moral position behind restitution. As long as this is not done this property
has not really been privatized, and the claim that it has been restituted
becomes a cruel hoax. All owners have been given is a piece of paper
saying they own their property, rather than the key property right to the
income the property might generate.

When viewed as an issue of property rights the dilemma is clear. The
same right to income from a rental unit cannot reside with both the owner
of the unit and the tenant. If, however. consistency requires the return of
this property right to its legitimate owner, how can the interest of the te-
nant be preserved?

There is no costless solution. There is, however, an obvious moral one.
Since it was the government that engaged in the illegitimate appropriation
of the property, as in the case of other restitution, it should be the govern-
ment that bears the loss from restitution. When an industrial property is
restituted, it is the government that gives up the future profit stream from
that factory. As the successor to the communist government that original-
ly appropriated the property, it is incumbent on the state to rectify the pro-
blems created by this nationalization. Thus, one or the other of the parties
who have claim to the property right in question will have to be compen-
sated out of public funds to abandon that claim.

Efficiency as well as moral considerations suggest that the property
right be returned to the owner of the building. This means that rent con-
trols must be removed from these units. Efficiency will be promoted if all of
the property rights involved in ownership reside with a single party. In ad-
dition, only if tenants are faced with paying the full market rent will they
have the proper incentive to use units efficiently, moving when they are
occupying an apartment that is not optimal with respect to size or location.

Fairness also suggests, however, that tenants in privately owned hou-
sing should not be disadvantaged with respect to those in state or munici-
pal housing simply by the accident of where they happened to live. Thus,
these residents deserve to be compensated for relinquishing their claim to
subsidized rents. Is such a subsidy feasible in the context of the Czech go-
vernment's budget? We suggested above that the magnitude of these sub-
sidies might average something in the vicinity of 4,400 K¢ a month for the
average rent controlled unit. This would mean that the total implicit subsidy
from landlords to tenants amounts to about 19.5 billion K& a year.™

10 Fifty-two thousand eight hundred K& a year per unit (4,400 x 12) for approximately
370,000 units.
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Twenty billion K¢ is of the same order of magnitude as the combined
cost of the Czech government’s plethora of current housing support pro-
grams, most of which could be eliminated after the reforms proposed
here were adopted. It amount to less than 4.5 percent of total government
spending for 1995. Such an amount is not unmanageable in light of the
current fiscal situation and borrowing capacity of the Czech government.
Perhaps the simplest way of implementing such a subsidy would be for
the government to give each resident who lived in a rental unit in 1989
that was subsequently restituted a bond promising to pay a fixed amount
each month for a set period. The amount should be large enough to en-
able the tenant to pay a fair market rent for the unit they inhabited. The
time period should be long enough that by the time the subsidy expired
incomes should have risen sufficiently that paying the market rent would
.not be an unmanageable burden. A fifteen to twenty year period should
be sufficient. In order to ensure a smooth transition, payments under the
bond should be phased down towards the end of this period. At the end
of the period payments should have fallen to zero and no principle should
be returned.

The advantage of issuing a promissory note rather than a monthly sub-
sidy is that tenants who wanted to purchase an apartment (either their
current unit if it were available or any other dwelling) would be able to sell
the bond for cash to enable them to enter the housing market. It is unim-
portant whether the government wants to use privatization proceeds in
the Fund for National Property to purchase the right to these subsidy
streams itself or whether it wants to allow them to be transferred to priva-
te investors or financial institutions. In either case demand for new con-
struction would be stimulated at the same time as the drag on the market
created by rent regulation was eliminated.

Political resistance can be expected to the free transfer of municipal
units and the issuance of bonds to those in private, formerly rent-control-
led flats. Those who already live in owner occupied housing (including
coop units) will ask why significant benefits are only to be provided to
some citizens. It is important to recognize and publicize that the propo-
sals made here do not confer any new benefits on renters. Rather, they
simply capitalize the value of already existing benefits from the existence
of below-market rents. Still, it is a shame that these or similar reforms
were not undertaken much earlier when they could be presented along
with restitution and voucher privatization as a total package from which all
citizens benefitted.

The actions outlined above should ensure a well-functioning housing
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market for current tenants. These policies will not, however, address the
difficulties faced by new entrants to the housing market (whether newly
formed households or those who are currently sharing units with parents
or others). To address this issue the government has proposed a mortga-
ge subsidy that would reduce interest rates by 3 percent (4 percent for
those signing up in the first year of the program) for the entire period of a
mortgage loan. This is an attractive proposal, but may be more than is
necessary. Since it does not target new entrants to the housing market, it
would also provide a subsidy to those who wanted to upgrade their hou-
sing by moving to a larger or better quality unit. In addition, because
these proposed subsidies will lower the cost of mortgage funds to a level
below the state’s borrowing cost, they will also impose a cost on the state
budget.

While government estimates claim that the proposed mortgage subsidy
will allow over 60 percent of all working Czechs to own some form of
housing, it will obviously not be sufficient to enable many families to enter
the housing market. As an example, a conventional 25-year mortgage on
a flat costing 500,000 K¢ with a 6 percent interest rate (10 percent less a
4 percent subsidy) would still require a current monthly payment of
3,222 K&. Adding 2,000 K¢ for operating and maintenance costs plus utili-
ties would make total housing costs for this unit 5,222 K¢ a month.
Adopting the rule of thumb that housing costs should not exceed 35 per-
cent of gross income, such a unit could only be afforded by families
earning 15,000 K& or more a month. In 1994 only 8.7 percent of house-
holds in the Czech Republic had monthly incomes of over 15,000 KE. The
typical new unit built in 1994 (costing about 900,000 K¢&) would be afferd-
able only by families earning over 22,000 K¢ a month, a truly minuscule
segment of the total population. .

The problem is that these are level-payment mortgages. Such a pay-
ment scheme is inappropriate in a transition economy where incomes can
be expected to increase rapidly over time. Growth in the income of any
given Czech family will come from three sources: individual productivity
increases due to human capital accumulation (experience), world-wide
productivity increases, and the “catch-up” of the Czech economy that is a
part of the transition to a market system. As family incomes grow, the
burden of a fixed mortgage payment shrinks. Indeed, if the real income of

11 Other changes in the law will clearly improve the operation of the housing market.
Primary among these is a provision that a unit being purchased with a mortgage may serve
as collateral for that mortgage.
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TABLE 4 — HOUSING AFFORDABLE UNDER ALTERNATIVE

ASSUMPTIONS
Initial Monthly ~ Growth Rate  Mortgage Life Amount Affordable
Income of Real Income (1995 Prices)
8,000 K¢ 3% year 20 years 338,000 K¢
8,000 K¢& 3% year 25 years 469,000 K¢
8,000 k¢ 3% year 30 years 617,000 K&
10,000 K& 3% year 20 years 523,000 K&
10,000 K¢& 3% year 25 years 705,000 K&
10,000 K¢& 3% year 30 years 908,000 K&
12,000 K& 3% year 20 years 707,000 K¢
12,000 K¢& 3% year 25 years 907,000 K&
12,000 K¢& 3% year 30 years 1,200,000 K¢
8,000 K¢ 6% year 20 years 592,000 K&
8,000 K& 6% year 25 years 907,000 K&
8,000 K¢& 6% year 30 years 1,312,000 K&
10,000 K¢& 6% year 20 years 840,000 K¢
10,000 K& 6% year 25 years 1,253,000 K&
10,000 K¢& 6% year 30 years 1,777,000 K¢
12,000 K& 6% year 20 years 1,058,000 K¢e
12,000 K¢& 6% year 25 years 1,599,000 K¢
12,000 K& 6% year 30 years 2,242,000 K¢

22



REFORMA TRHU S BYTY V CESKE REPUBLICE
POKROK A ZBYVAJICi UKOLY

Randall K. Filer
CERGE-EI, Praha
a
City University of New York

Kdyz se chtéji pfiznivci pozoruhodné ekonomické transformace
v Ceské republice vyjadfit kriticky nebo naznagit, ze Ceska vlada neni tak
decela pfiznivcem volného trhu, jak se tvafi, potom se nejspide zmini
o trhu s byty'. Trh s byty je skute¢né nejvyraznéjsi vyjimkou v jinak obec-
né uznavaném vyznamu trznich sil, ktery charakterizoval prevaznou ¢ast
ekonomické transformace v Ceské republice. Toto pojednéani zkouma
soucasny stav Ceského trhu s byty a probira disledky pretrvavajici ne-
schopnosti tento trh deregulovat i vhodnost riznych navrhi na reformu.

\} otazkach tykajicich se trhu s byty se soustfedime vice na mozné
Skody, které zpUsobuje nadmérna regulace, véetné regulace najemného,
nez na dalsi problémy, jako je kolaps nové bytové vystavby (z 61000 jed-
notek v r. 1990 na pfiblizné 10000 v r. 1994) nebo relativné mala velikost
a velky pocet trvale bydlicich v typické ¢eské obytné jednotce (2,5-2,8
obyvatel na jednotku v porovnéani s 2,4 v Némecku nebo v Norsku a pra-
mér 70,5 m? na jednotku v protikladu k 95 m2 v Némecku nebo 116 m?
v Norsku). Na zakladni Grovni se véak vdechny tyto problémy prolinaji.

Problémy, které vznikaji, kdyz je najemné z bytl pfisné regulovano,
jsou nélezité dokumentovany.? Bez takovéto regulace se trh s byty velmi
podobéd klasickym konkurenénim hospodarskym trhiim. Existuje velky
pocet kupujicich a prodavajicich a velice mnoho podobnych jednotek.
Proto se hospodarské zisky na takovych trzich musi bliZit nule. Na nere-
gulovaném trhu pokryje nadjemné za byty dané kvality pfesné naklady na
vystavbu a provoz bytd takovéto kvality. KdyZ se na takovyto trh uvali za-
vazna regulace najemného (zavede se ,ochrana“ najemnik(l), dojde
k fadé jevd, které Ize pfedpovédét:

1 Viz napiiklad ¢lanek v European Wall Street Journal z 10. dubna 1994.

2 Dobra véeobecna diskuse problémui, které vznikaji v diisledku regulace najemného je
napf. v praci: Peter Salins, Scarcity by Design (Uméle vyvolany nedostatek), Cambridge
MA: Harvard University Press, 1992. )
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* Snizi se zisky. Ponévadz zisky v konkurenéni trzni ekonomice musely
byt na pogatku nulové, snizi regulace najemného zisk u stavajicich jedno-
tek na zapornou Uroven.

* To zpuisobi, Ze trzni cena téchto jednotek klesne a zpUsobi tak kapita-
lovou ztratu viastnikiim.

~ Ponévadz najemné jiz nepokryva naklady na obnovu, zastavi se nova
vystavba.

Regulace najemného tak typicky odstartuje zacarovany kruh, kde ne-
dostatek bytdl je pouzivan jako argument pro ospravedinéni regulace na-
jemného a ta zplisobi jesté vétsi nedostatek bytd. ,Docasna“ regulace na-
jemného v New Yorku, zavedena jako nouzové opatieni béhem Il. svéto-
vé valky, je stale jesté po padesati letech v platnosti, ponévadz nedosta-
tek bytd, vyvolany pfevazné touto regulaci stéle jesté existuje. Tento ne-
dostatek vznika kombinaci dvou viivd. Jednak omezenim nabidky, nebot
se snizuje vynos z prondjmu, a jednak vzristem poptavky, ktery souvisi
s tim, ze lidé zvysuji zajem o zboZi, které je k mani za uméle snizené
ceny.

To, 2e soucasna politika Ceské republiky vyjmula nové byty postavené
bez podpory statnich fondd z regulace ndjemného, nema velky vyznam.
Mnoho mést pfijalo takovouto vyjimku, kdyz se potykala s nedostatkem
bytti zptisobenym regulaci ndjemného. JelikoZ vsak byla myslenka regu-
lace najemného jiz jednou spole¢nosti akceptovana, vynutil si vsak témer
ve v&ech piipadech politicky tlak, aby byl pfijat zpétné plsobici zakon pro
byty, u kterych se pfedpokladalo vynéti. Takto neni slib vynéti z regulace
diivéryhodny. Takovy scénar plati zejména pro Ceskou republiku, kde ja-
kakoli predpokladana zména ve vladé by pfivedla k moci sily, podporujici
jesté vice regulaci ndjemného.

Ponévad? silnd regulace najemného znamend, ze povolené najemneé
je nedostaéujici k pokryti provoznich nakladi a normalni miry navratnosti
pii stavajici Grovni kvality, odpovida trh tim, Ze snizuje Uroven kvality,
dokud se znovu nedosahne nulovych hospodarskych ziski. Takto vytvari
silna regulace najemného klasicky problém nedostate¢né udrzby a zhor-
Sovani kvality byttl.> PonévadZ nadekretované najemné se rovna najem-
nému, které by vytvofil volny trh mezi kupujicimi a prodavajicimi pro obyt-
nou jednotku niz&i kvality, vlastnici zjisti, Ze najemci ochotné zaplati toto

3 Jedna nedavna studie zjistila, Ze regulace ndjemného na Manhattanu zvysila pravdépo-
dobnost, ze budovy postavené pted rokem 1947 nebyly v dobrém stavu, o téméf 20%.
(Joseph Gyourko a Peter Linnemann, ,Rent Controls and Rental Housing Quality,”
(Regulace najemného a kvalita najemnych domdi), Journal of Urban Economics 27 (1990)
str. 398-409).
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ho, je to vysméch moralnim principtm, na nichz spociva myslenka restitu-
ci. Pokud nedojde k tomuto kroku, nebyl viastné majetek skutecné privati-
zovan, a tvrzeni, Ze byl restituovan, je jen krutym Zertem.

Ve, co bylo viastnikiim vraceno, je kus papiru, fikajici, ze vlastni sv(j
majetek, misto klicového majetkového prava na pfijem, ktery by tento ma-
jetek mél pfinaset.

Z hlediska otazky majetkovych prav je toto dilema jasné. Totéz pravo
na pfijem z najemni jednotky nemlize mit sou¢asné vlastnik jednotky i né-
jemce. Jestlize vSak dlislednost zakonného postupu vyZaduje vraceni to-
hoto majetkového prava jeho legitimnimu vlastnikovi, jak maze byt chré-
nén zajem najemce?

Neexistuje feseni, které by nic nestalo. Je zde vSak jedno trivialni moral-
ni feSeni. Ponévadz to byla vlada, kterd se angaZovala v nezakonném vy-
vlastriovani, méla by to byt vliada, kdo ponese ztraty jako v ostatnich pfipa-
dech restituci. Kdyz je restituovan primyslovy majetek, je to vlada, ktera
se vzdava budouciho zisku z této tovarny. Jakozto nastupce komunistické
vlady, ktera si plvodné pfivlastnila majetek, je to stat, ktery je povinen na-
pravit kfivdy zplGsobené timto znarodnénim. A tak jedna nebo druha ze
stran, které si ¢ini narok na pfislusné majetkové pravo, bude muset byt
kompenzovéana z verejnych prostfedkd, aby se tohoto prava vzdala.

S ohledem na racionalnost i moralini aspekty by mélo byt majetkové
pravo vraceno viastnikovi budovy. To znamend, Ze regulace najemného
musi byt u téchto jednotek zrusena. Racionalnost feSeni bude vétsi, jestli-
Ze vesSkera majetkova prava budou soustfedéna v jednéch rukou. Navic
jen tehdy, kdyz najemnici budou muset platit piné trzni najemné, budou
mit ten spravny stimul pouZivat tyto jednotky efektivné a stéhovat se,
kdyz obyvaji bytovou jednotku, ktera neni z hlediska velikosti nebo umis-
téni optimalni. )

S ohledem na spravedinost by v8ak najemnici v soukromych domech
neméli byt v nevyhodé oproti ndjemnikiim ve statnich nebo obecnich do-
mech jen podle toho, kde pravé nahodou bydleli. Tito najemnici by méli
dostat kompenzaci za to, ze pfijdou. o narok na regulované najemné. Je
takovd kompenzace v kontextu Eeského statniho rozpo¢tu mozna?
V predchazejici ¢asti jsme odhadli vysi téchto dotaci v priméru nékde
kolem 4400 Ké mésiéné pro primérnou jednotku s regulovanym najem-
nym. To znamena, Ze majitelé domu vlastné subvencovali své najemniky
¢astkou kolem 19,5 mld. K& ro¢né.®

9 Padesat dva tisic osm set K¢ za rok na jednotku (4400 x 12) pro pfiblizné 370 000 jed-
notek.
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TABULKA 4 —- MOZNOSTI BYDLENI PRI ALTERNATIVNICH

Poéatedni mésiéni
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pfijem

8000 K¢
8000 K¢
8000 K¢

10000 K¢
10000 K¢
10000 K¢

12000 K&
12000 K¢
12000 K¢

8000 K¢
8000 K¢
8000 K¢

10000 K¢
10000 K¢
10000 K¢

12000 K¢
12000 K¢
12000 K¢

PREDPOKLADECH

Tempo rlstu
realného pfijmu

3% ro¢né
3% roéné
3% rocné

3% rocné
3% roéné
3% roéné

3% ro¢né
3% rocné
3% roéné

6 % ro¢né
6 % ro¢né
6 % rocné

6 % rocné
6 % rocné
6 % rocné

6 % rocné
6 % ro¢né
6 % ro¢né

Splatkovy
kalendar

20 let
25 let
30 let

20 let
25 let
30 let

20 let
25 let
30 let

20 let
25 let
30 let

20 let
25 let
30 let

20 let”

25 let
30 let

Castka,
kterou lze
ziskat
(ceny 1995)

338000 K¢
469000 K¢
617000 K&

523000 K¢
705000 K&
908000 K¢

707 000 K&
942000 K&
1200000 Ké

592000 K¢
907 000 K¢
1312000 K¢

840000 K¢
1253000 K¢
1777000 K¢

1088000 K&
1599000 K¢
2242000 K¢



Koreferat ¢. 1

NEKTERE ASPEKTY TRHU S BYTY V CR

Prof. JUDr. Pavel Rychetsky
VSE Praha

Posuzovana studie pfedstavuje nesporné pozoruhodny projekt feseni
tizivych problém0 transformované ekonomiky Ceské repubiky v bytové
oblasti. V dalsich poznamkéch k této studii se s ohledem na to, Ze s vétsi-
nou jejich zavérl souhlasim, soustfedim na nékteré aspekty, které autor
pominul a na struéné zhodnoceni vyvoje nazor(l na uvedenou oblast
v-polistopadovém obdobi, zejména v letech 1990-1992, kdy jsem v teh-
dejsi federalni viadé vykonaval funkci jejiho mistopfedsedy a soudasné
pfedsedy jeji legislativni rady.

Nejéastgji frekventovanou vytkou, adresovanou souéasné viads, je tvr-
zeni, Ze nevypracovala a vefejnosti nepfedlozila Zadnou ucelenou kon-
ceeci vlastni bytové politiky, to jest nastin takovych legislativnich, institu-
ciehalnich a ekonomickych opatfeni, kiera by ve své vysledné podobé
byla schopna vyfesit jak neuspokojivou situaci najemcl v cizich domech,
tak ekonomicky neunosnou situaci vlastnikii dom(, a zejména pak situaci
nebydlicich pfi nepochybném nedostatku novych bytl a nevyhodnosti je-
jich vystavby investorem, ktery by je hodlal pronajimat. S tvrzenim, ze
souc¢asna vlada nemd koncepci statni bytové politiky, nesouhlasim. Jsem
v8ak presvédcen, ze jeji koncepce je spiSe jakousi antikoncepci. Vychazi
z extrémné ultraliberaini ideologické doktriny, ktera ostatné v oblasti réto-
riky dominuje celému dosavadnimu polistopadovému vyvoji a ktera vy-
chazi z premisy, Ze jedinou povinnosti statu je zavedeni krystalicky Gisté-
ho trzniho prostfedi, které posléze vyfesi veSkeré problémy spole¢nosti.
V oéividném rozporu s timto myslenkovym konceptem je ovéam skute¢na
praxe vlady, kterd svou vlastni ideologickou pfedstavu koriguje (jako
ostatné kazda vlada), avSak bohuzel nikoli tam, kde je to nezbytné, jako
napf. v oblasti pusobeni pfirozenych monopoll nebo pfi échrané Zivotni-
ho prostfedi, ale tam, kde se citi nejvice politicky ohroZzena. Pod zornym
uhlem minulych &tyficeti let absolutni, vSe zasahujici moci statu se rozsifi-
lo pfesvédceni, ze vSe, co stat €ini, ¢ini Spatné, a proto by nemél ¢init nic.
V pozadi této doktriny je ovSem fale$né presvédceni, Ze stat, ktery ni¢eho
necini, téZ za nic neodpovida. Podle mého nazoru je mira odpovédnosti
statu a potazmo jeho vlady v daném okamziku vzdy stejna bez ohledu na
to, zda vlada je orientovana vice liberalné nebo vice solidarné. Pouze vy-
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nemizZe vyhovét jejich poZzadavkim, ¢asto ovéem zcela nerealnym, pro-
toZe by se dostala do jakési reformni pasti.

Podle naseho nazoru by v zajmu pfijateiné a Géinné deregulace najem-
ného bylo nezbytné vypracovat novou metodiku hodnoceni kvality byt(,
zahrnujic v to i prostorovou alokaci bytl, respektovat pfijmové poméry
jednotlivych socidlnich skupin a provéfit opravnénost mnohonasobného
zvy$eni cen sluzeb spojenych s bydlenim, o cenach energii dodavanych
monopoly ani nemluvé.

Regulace najemného ovSem neni disledek komunistické totality, nebo
vahani soucasné vlady fesit realné problémy trhu z byty. Po celou dobu
trvani prvni, pfedvale¢né republiky bylo najemné v CSR regulovano jako
disledek faktu, Ze po kazdé zméné politickych poméra, které slibuji us-
pésny rozvoj, vzrostou ceny nemovitosti zplisobem, ktery pfijmy obdéan
nemohou nasledovat. Nepfihlédnuti k této skute¢nosti je oviem nejza-
kladnejsi omyl, kterého se autor, alespori podle mého nazoru, dopousti.
Ceny nemovitosti u nds a ceny stavebnich praci, stejné tak jako ceny
najmi nebytovych prostor nejsou diisledkem realného vyvoje, neodrazeji
jejich skute¢nou, fadnym trhem dosazenou cenu, ale jsou disledkem
boomu a pfirozené i nedostatku. Jsou-li dnes v Evropé nejvy$si najmy
nebytovych prostor v Kyjevé, sotva kdo miize vazné uvaZovat, Ze by od-
razely skute¢nou hodnotu véci. Jestlize tedy byt v dnesnich cenach Ize
u nas pofidit za 150 pramérnych mésicnich platt, ale za 50 platd ve SRN
a za 40 platd ve Velké Britanii, sotva mohou byt dne$ni naklady na pofi-
zeni bytové jednotky podkladem pro Gvahy o puasobeni spravedlivého
trhu. Nizké pfijmy naSich ob¢ant jako jistd podminka nizké inflace musi
byt kompenzovany i regulaci najemného.

Ostatné termin ,deregulace najemného“ je pojem velmi neurgity a patr-
né nikde v Evropé neznamena svévoli pronajimatele. Pfipominam institut
srovnatelného najemného ve SRN a pod.

Jedna z hlavnich pfi€in nasi soucasné bytové krize vyplyva podle nas
ze skuteCnosti, Ze vlada vychazi z nedolozeného tvrzeni, Ze byt je u nas
dostatek a jen v dlsledku nizkého najemného nejsou spravné rozdéleny.
Jakasi objektivizace najemného se m4, podle predstav viady, stat pro-
stfedkem Kk jejich racionalnimu znovurozdéleni, které bude odpovidat fi-
nan¢nim mozZnostem domécnosti. Z toho divodu viada pfikrogila k tak za-
kladni restrikci prostfedk(l poskytovanych na bytovou vystavbu a vibec
bydleni ze statniho rozpoc¢tu. Vysledkem je kolaps bytové vystavby, ze
kterého se bude naSe zemé obtizné vzpamatovavat. Je pfirozené mozna
diskuse o vyuZiti bytového fondu u nés — studie na str. 23 pfinasi statistic-
ké Udaje svédgici o potiebé jeho zkvalitiiovani a kvantifikaci — ale patfi-li
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Koreferat ¢. 3

BYTOVA POLITIKA — VSEMOCNY LIEK
NA BYTOVE BOLESTI?

Ing. Mario Strapec
CERGE-EI

Fakticky proces vytvarania trhu s bytmi a bytova politika viady Ceskej
Republiky je v st€asnosti v popredi zaujmu nielen odbornej, predovset-
kym ekonomickej obce, ale (a je nutné podotknut, Ze na dobro veci) aj &i-
rokej verejnosti. Je to iba prirodzeny ddsledok zmien, ktoré prave v tychto
drioch uréuju dalsi vyvoj foriem (a kultdry) byvania v CR prinajmen$om
na obdobie najblizSich desiatich rokov. Vznik a legalizacia hypoteénych
Gverov, podpora najomného byvania spolo¢ne s podporou vystavby tech-
nickej infrastruktiry, prevod druzstevnych bytov sikromnym vlastnikom,
podpora vlastnickych foriem byvania, vytvaranie novych pravnych Gprav
vo vztahu ‘vlastnik vs. najomnik’ — to v$etko dnes uz nie je iba pro-
blémom Uzkej skupiny odbornikov a zodpovednych ministerstiev, o
dokazuju aj dnesné masmédia, ktoré venuiju tejto otazke zna&ni pozor-
nost.

Bohuzial sa dlhii dobu viedli o otdzkach byvania takmer vyluéne iba
Spekulativne diskusie s ciefom poukazat na existenciu problému. To je
praca urcite chvalyhodnd, situaciu vak neriesi.

Z tohoto d6vodu diskusie podlozené redlnymi Statistickymi tidajmi.a do-
pinené snahou o predpoved najblizSieho vyvoja v oblasti trhu s bytmi
znamenaju viac ako iba jednoduchud snahu o napravu dnesného neutese-
ného stavu. Tieto diskusie méZu do velkej miery formovat nové riesenia
a celkovy ramec reformy trhu s bytmi.

Domnievam sa, Ze prispevok pana Filera k bytovej otazke je jednym
z tych, ktoré sa snazia realne hodnotit situéciu a ponukaju rieenie.

Tato praca sa do zna¢nej miery zaobera regulaciou najomného a pou-
kazuje na jej destrukéné pésobenie na trh. Uplne suhlasim s nazorom
pana Filera - bytovy problém nesuvisi iba s regulaciou ndjomného (aj ked
prave ta je vefmi ¢asto prezentovana ako hlavny problém bytovej politi-
ky), ale Gzko suvisi s kolapsom novej bytovej vystavby a s Grovriou dnes-
ného bytového fondu.

Je pravda, Ze regulacia najjomného spdsobuje ,znizenie profitability
existujucich bytovych jednotiek na negativnu droveii a ,zastavenie novej
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naklady na hypotéky, zistil, Ze tato forma podpory nie je uréena na Siroké
pouzitie pri vystavbe novych bytov ¢i domkov. Je uréena skutoCne pre
stredné a vy3sie prijmové skupiny. To ale nie je problémom zle formulo-
vaného programu hypoték. Tato situacia odréza celkovy stav ekonomiky.
Na $irSie vyuzitie hypoték si jednoducho budeme este musiet pockat.

Celkovy stav a vyvoj novej vystavby, ako ho mézeme sledovat
v Tabulke &. 2, nie je prili§ lichotivy, jednoznacne sa ale zaginaju prejavo-
vat znaky oZivenia a pravdepodobne je prekonany najvacsi prepad
z rokov 1993 a 1994. Bytova politika viady teda podia v8etkého napriek
znadnej kritike svoj zmysel ma. Je prirodzene eSte nemélo problémov,
predovsetkym asi pri legislativnych Upravéch vlastnictva bytovych jedno-
tiek a ochrany najomnika. Tieto Upravy a ani Ziadne iné podporné progra-
my v8ak nemdzu a ani nechcu suplovat normalne trzné prostredie.
Ziadna bytova politika totiz nemdze zmenit chovanie Ucastnikov trhu
s bytmi, ktory bol a nadalej ostava ¢iasto¢ne deformovany.

Tab. €. 2: Vyvoj novej bytovej vystavby v rokoch 1989 az 1995

Byty —z toho Byty —z toho
zahajené indivi- dokoncené indivi-
vV novej dualna vV novej dualna
vystavbe vystavba vystavbe vystavba
1989 56 000 16 000 55000 16 000
1990 61000 32000 45000 17000
1991 11000 6500 42000 10000
1992 8500 6000 36000 13000
1993 7500 6800 32000 14000
1994 11000 - 18000 -
1995° 13000 19000
-15000 - -20000 -
Zdroj: MH CR
5 Predbezny odhad.
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