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ABSTRACT. The role of location quality in housing consumption is an increasingly important
research objective given the demand-side considerations stemming from economic and socio-
cultural changes in urban and metropolitan housing market areas. In circumstances involving
diversified demand, the consumption pattern comprises a set of different preference profiles.
From an operational point of view, such outcome can be generated through ranking location
attributes with respect to their relative importance for the house buyer or renter. This procedure
may, for example, be based on pair-wise comparison of attributes based on expert judgements
and the analytic hierarchy process (AHP). This study is based on expert elicited residential
location quality profiles in the inner city of Budapest, and builds on prior work on housing
market analysis reported elsewhere. Here the particular issue, typical for post-communist
circumstances, concerns a mismatch between the range of available product groups and the
increasingly quality conscious and differentiated buyer preferences.

KEYWORDS: Analytic hierarchy process (AHP); Budapest; Expert judgements; Housing
consumption; Inner city

1. INTRODUCTION builders and developers as well as planners
and policymakers, in order to know what the
housing consumers want in terms of the dwell-
ing and environment characteristics. In circum-
stances involving diversified demand, the con-
sumption pattern comprises a set of different
preference profiles. From an operational point
of view, such outcome can be generated through
ranking location attributes with respect to
their relative importance for the house buyer
or renter. This procedure may, for example, be
based on pair-wise comparison of attributes

The role of location quality in housing con-
sumption is an increasingly important research
objective given the demand-side considerations
stemming from economic and socio-cultural
changes in urban and metropolitan housing
market areas. The reason for this growing im-
portance is that we are experiencing a shift
from a suppliers market towards buyers mar-
ket, where diverse branding strategies and life-
style segmentation are becoming crucial for
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based on expert judgements and the analytic
hierarchy process (AHP). While not sufficiently
robust in itself, this information is suitable to
enhance the housing market analysis by con-
firming and animating the findings obtained
by larger scale models based on market data
or questionnaire surveys.

In this paper I report findings concerning
housing consumption in the inner city of Bu-
dapest, Hungary. For this selected supply side
segment, one aggregate model and a few
disaggregated models (i.e. demand sided seg-
ments) of preference profiles were generated
based on expert judgements and the AHP. The
originality of this contribution lies in the ap-
plication of unconstrained (i.e. ex ante) choice
modelling for CEE/post-communist housing cir-
cumstances. Here two interlinked issues stand
out: one, the quality of locations (with a bot-
tom up definition of the unit of analysis, i.e.
neighbourhood or vicinity); and two, the
specificity of a local market context that suf-
fers from mismatch between supply and de-
mand. The study has two aims related to these
two issues: first, to assess the determinants of
intra-urban housing location attractiveness us-
ing the AHP tool; and second, to understand
the contextual factors behind the resulting as-
sessments. In a broader sense, this research
project involves triangulation in order to con-
firm and to animate the findings obtained from
prior housing market analysis of Budapest
based on market data (Kauko, 2007), as well
as comparison with findings from comparable
studies from other housing market circum-
stances.

Section 2 describes some intricacies within
the study area that ought to be taken into ac-
count when designing the research. Section 3
reviews the literature on expert interviewing
and the AHP technique, in order to position
the study. Section 4 presents the analysis of
descriptive material, interviews and the AHP
exercise. Finally, section 5 concludes the study.

2. HOUSING SUBMARKETS AND
RESIDENTIAL PATTERNS IN
BUDAPEST

It is argued that Eastern European coun-
tries are of general interest due to the dra-
matic changes made from communist-type wel-
fare systems to a free market system (Kovacs,
1997; Kovacs and Székely, 2004). As a result
of the social and economic changes, residen-
tial segregation patterns have emerged
(Kovacs, 1998). According to Kovacs (1994), in
Budapest the basic ecological structure coin-
cides with the physical geographic features:
high status areas are traditionally situated
near the River Danube and in the hilly Buda
side in the west and in the centre of the city,
with concentrations of low-income households
at the outskirts of the city (see Figure 1). The
mean price levels in the prestigious Buda side
districts II and XII were already by the early
1990s three and a half times higher than the
mean price levels of the working-class areas
of Pest (Kovacs, 1994).

While segregation of social groups existed
in Budapest and other socialist cities, and that
this was also measurable on the spatial level
across neighbourhoods, it may be argued that
the early 1990s privatization contributed fur-
ther to the increasing spatial differences (see
Kok and Kovacs, 1999). After the year 2000
the Hungarian right-centre coalition govern-
ment launched a programme for the construc-
tion of new public rentals, but its impact was/
is negligible in Budapest where the liberals and
socialists are in power. To balance the lack of
social housing programs a new mortgage sys-
tem that improved the affordability of
homeownership for middle-income starter
households (in particular, with respect to the
larger dwellings) was launched in the year
2000, but this system lasted only two years —
to the next parliamentary elections. On the
other hand, piecemeal redevelopment of inner
city sites and luxurious housing construction
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(residential parks) in certain locations for the
most affluent buyers has indeed occurred, and
it is predicted that middle-class buyers, too,
will be targeted for high quality houses or
apartments. Continuing the urban renewal
further will however be increasingly difficult
due to predominantly private homeownership.
This impediment to rehabilitation and renewal
might however be overcome with a well organ-
ised condominium board.
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The prestige of the neighbourhood is an-
other factor that influences market driven ur-
ban renewal. Kovdcs and Wiessner (2004)
noted that the restructuring of the Budapest
housing market is a spatial matter: areas are
differentiated in terms of price levels and so-
cial standing. While Kovacs and Wiessner rec-
ognise problems in the inner city and the most
monotonous housing estates that need to be
addressed by urban policies, they nevertheless
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Figure 1. Map of Budapest
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offer optimistic prognoses for the city as a
whole. A notable new feature is the develop-
ment of ‘residential parks’ from 1999 on-
wards — these are modern, guarded condo-
minium buildings of two to three times higher
market price than the average (Kovacs and
Wiessner, 2004).

In the 1980s the worst types of housing mi-
cro-locations in Budapest were the tenement
buildings situated in the inner city along the
Grand Boulevard, and just outside it. Two dec-
ades later, these types of dwellings and hous-
ing environments still remain at the bottom of
the market. On the other hand, about one third
of the housing stock in Budapest is prefabri-
cated high-rise. There are differences in the
prestige of the building types, and these dif-
ferences coincide with the era in which they
were built (see Egedy, 2000, 2001; Kovacs and
Douglas, 2004):

e 1950s and early 1960s: the ‘Stalin ba-
roque’ or ‘social realism’ style, compris-
ing small blocks of low density; these
are traditional buildings adjusted to the
urban environment.

e Late 1960s: the first prefab projects,
comprising still relatively small, low-
rise blocks without elevator or central
heating, often surrounded by open
space; these were allocated based on
merit.

* 1970s: the Soviet-style, high-rise giant
estates with 5,000-15,000 flats, lift and
central heating, often built in periph-
eral locations with poor infrastructure;
the welfare aspect in their allocation
caused stigma and today these are the
most problematic estates.

* 1980s: better quality housing estates.

According to Bertaud (2006) in general CEE
cities have ‘European’ characteristics: a strong
and prestigious inner city, served by function-
ing public transport system, and today these
characteristics are being re-evaluated by the

market. At the same time, these cities have
typically post-communist characteristics too;
because the urban form did not follow prices,
today the density gradient is lagging the price
gradient, which, given mono-centricity, mani-
fests itself in a derelict industrial zone too close
to CBD, a lack of retail and service space in
city centers, and residential estates built at
the outskirts of town. Therefore, one ought to
pay attention to the particular local market
context and its path of development, rather
than assume that market evidence is com-
pletely transportable from Western to more
Eastern settings.

The mismatch between available product
groups on offer and the aspirations of the con-
sumers is a problem of the inner city housing
market in Budapest like in other post-commu-
nist cities. Due to historical reasons the inner
city housing stock, particularly on the Pest side
of the river Danube, suffers from deterioration
and monotony. At the same time the increas-
ingly quality conscious and differentiated buyer
preferences of the growing middle and higher
income groups are not recognised to a suffi-
cient extent.

The following section develops a methodol-
ogy for market analysis of housing choice in a
post-communist/CEE context. This methodol-
ogy is based on the AHP tool and expert judge-
ments, Despite the mismatch problem noted
above the existence of relatively unconstrained
market-based preferences for certain neigh-
bourhood qualities is assumed. It is not to say
that the same methodology is not suitable for
more Western market circumstances, as the
conceptual ideas much are building on the ex-
tensive literature that theorizes market seg-
mentation, going back to pioneering work by
Grigsby (1963) and numerous authors since,
who mainly have looked at North American
and British cities. In this work it was recog-
nised that the housing market in one and the
same urban area is segmented into different,
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often spatial submarkets, each with a specific
mix of dynamic and static features that deter-
mine the composition of supply, demand and/
or price. As a consequence, visible or invisible
boundaries prevail and emerge between loca-
tions that, for one reason or another, are not
substitutes for each other (see e.g. Maclennan,
1977; Grigsby et al., 1987; Rothenberg et al.,
1991; Whitehead, 1999).

3. THE EXPERT INTERVIEWS
AND PREFERENCE MODELLING
APPROACHES TO LAND USE AND
HOUSING MARKET ANALYSIS

3.1. Modelling stated choice

Sophisticated consumer choice modelling
methodologies have been proposed, inter alia,
by Di Clemente and Hantula (2003) and
Guerin (2003). Methods based on stated (as
opposed to revealed) choices allow us to iden-
tify consumer choice empirically using semi-
structured interviews. Within this tradition of
housing research known as perceptions/pref-
erences modelling, many other specific meth-
odological issues have gained attention too,
such as group decision-making (Molin et al.,
1999), neighbourhood aspect (Galster, 2001),
how to incorporate supply side shortages
(Rietveld and Wagtendonk, 2004), and transi-
tional housing markets (Wang and Li, 2004).
Multidimensional decision analysis techniques
comprise a sophisticated tool for land use re-
lated or environmental problems that require
behavioural or prescriptive treatments (see
Gregory et al., 1997). While this genre fits well
into the housing consumption and preference
modelling tradition, it eschews the more philo-
sophical debates within economic theory and
methodology that tend to be attached to the
use of stated choice methods. A related multi-
criteria decision making methodology has been
applied for the determination of the utility de-

gree and market value of real estate using ex-
perts’ assessments of preference decisions on
competing alternatives (see Kaklauskas et al.,
2007).

Multidimensional value and benefit refers
to a generic quality measure that goes beyond
monetary value or transaction price (Gregory,
2000). According to this modelling tradition the
elicited preference models are suited for mak-
ing monetary values (i.e. market prices) com-
mensurable with non-monetary (i.e. environ-
mental, social, cultural, aesthetic, ecological
etc.) values, for various locations or housing
bundles (Kauko, 2002, 2003, 2006). In a re-
lated strand of inquiry, Daly and colleagues
(2003) advocate the ‘behavioural paradigm’ in
residential valuation, which puts more empha-
sis on the demand or consumer-driven factors
related to preferences and intangible quality
components.

3.2. The AHP and expert judgments

The analytic hierarchy process (AHP, Saaty
1977) technique is based on pair-wise compari-
son of elements (attributes or alternatives). In
sharp contrast to the classical multi-attribute
value-tree modelling approach, which is based
on the assumption that utility functions can
be explained, the AHP does not assume that
the evaluator is able to express the overall
elicitation of the problem as a single function.
Instead, the AHP is based on the assumption
that the relevant dominance of one attribute
over another can be measured with a system-
atic, pair-wise comparison (e.g., Ball and
Srinivasan, 1994). This elicitation of weights
for the elements under comparison takes place
in two stages: initially as ordinal ranks using
the original scale of the input, and eventually
cardinally as ratios between 0 and 1 derived
via a matrix comparison of the ordinal ranks.
(See Kauko, 2004, for full explanation).

In other words, the AHP requires numeri-
cal ordinal data and measured facts. The com-
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parison begins at the lowest level, where the
elements (attributes or alternatives) are usu-
ally elicited with an ordinal scale from 1 to 9,
with the values corresponding to verbal expres-
sions. A value of 1 means that both are of equal
importance’, and a value of 9 means that ‘A
has an extreme importance over B’. The com-
parisons are then converted into cardinal
rankings. Balancing the pair-wise ranks in this
way involves the use of measurement theory,
as pair-wise judgments cannot be assumed con-
sistent across the entire set of comparisons
(e.g., Ball and Srinivasan, 1994). Finally, local
weights are transformed into global weights.
The most attractive choice is determined by
aggregating the local priorities into global pri-
orities. These procedures generate a value tree
model, where the overall objective of the deci-
sion stands at the top of the hierarchy, with
lower-level objectives or attributes at the lower
levels (e.g., Zahedi 1986).

Methods such as the AHP have an added
value in situations, when more nuanced insight
into the context is needed. For this we need
different variables than the ones readily avail-
able in registers, and as a consequence, a dif-
ferent way of collect the data — through inter-
views. Given that the method was developed
by psychologists, and that it is often used on a
set of less than ten attributes or cases, the
problem is that is not suited for comparison of
several observations simultaneously. Moreover,
in order to cover all relevant interest groups,
the set of respondents have to be selected
meaningfully, not random. Hence the method
of saturation is preferred instead of statistical
sampling (see Poyhonen, 1998). Using this
method each new respondent is expected to
contribute with new information, and if that
is not the case, including a new respondent
does not bring added value that would offset
the time costs involved in the interviewing.
This implies that the number of respondents
does not have to be high — depending on the
application even one expert may be sufficient,

because, rather than relying on statistical sam-
pling, the use of AHP is always depending on
qualitative information relating to the defined
context as well as order and scale of variable
levels (Kauko, 2002).

The AHP has already been applied success-
fully in various contexts with different aims
and objectives, data size and merits. In a clas-
sic demonstration Saaty (1990) showed how to
select the best (single-family) house to buy for
one (hypothetical) decision maker. In a simi-
lar setting, Ball and Srinivasan (1994) offered
a rigorous evaluation on the use of AHP, and
an application of the role of psychological fac-
tors in house selection (again one decision
maker) in a suburb of Boston, US (see also
Ong and Chew, 1996). Prior studies show that
the optimal size of selected respondents for the
AHP when used for housing quality and area
assessment is about twenty (Nevalainen et al.,
1990; but see also Bender et al., 1997, 1999,
for the use of questionnaire survey). Most re-
cently, the AHP has been applied for land mass
appraisal in Donetsk, Ukraine by Kryvobokov
(2005, 2006). In the realm of environmental
externality related economic impact analysis
AHP has been applied by Erkut and Moran
(1991). Using related methodology, impact
analysis has been conducted by Willis and
Garrod (1993), McLean and Mundy (1998), and
Strand and Vagnes (2001).

While the AHP fundamentally is not meant
as a statistical survey method, the attribute
weights elicited by the AHP can be understood
as weights in housing market models, for ex-
ample, as hedonic coefficients. It is however
acknowledged that the experts may underes-
timate the intensity of the effects of each at-
tribute compared to market participants (i.e.
averaging). Kryvobokov (2006) compared the
outcome of expert and market based methods
by relating each resulting attribute weight or
hedonic coefficient to the sum of all weights
(or hedonic coefficients) in the model. This ex-
ercise showed that the weights resulting from
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the AHP and also those resulting from a di-
rect questionnaire have systematically lower
field ranges than the corresponding hedonic
regression coefficients. In other words, the least
important attributes were overvalued, and the
most important attributes undervalued by the
expert based models in relation to hedonic
models.

On the other hand, existing market data
may be an inappropriate mirror of market re-
ality, in which case interviews become apt.
When the equilibrium pertains to choices — not
prices — the focus tends to switch to prefer-
ences and intangible quality features, and then
the measured values can be all kinds of val-
ues — not just monetary ones. This way seen
the method has two obvious and substantial
benefits: (1) it allows for diversification of de-
mand (and then indirectly also supply); (2) it
ascertains an intangible elements in relation
to perceptions (see Kauko, 2004). The method
has certain problems however, such as the in-
evitable lack of robustness, the inherent prop-
erty of the AHP restricts the elements to com-
pare to very few, and the inability to perform
direct comparison of validity with results ob-
tained with methods based on revealed choice
and market outcome data.

Lastly, each of the preference profiles is
compared with known cases based on earlier
research, but possibly from other circum-
stances. In this way the findings of the AHP
together with prior information can be used
for building an operational typology that cov-
ers the phenomenon, in this case location-spe-
cific housing consumption, as broadly as pos-
sibly. This methodology, referred to as natu-
ralistic generalisation, implies that, rather
than assuming any strategic reason for gener-
ating typical cases, the case repertoire is grow-
ing with each new result, with the eventual
purpose in operational classification (see
Johansson, 2005).

4. SEMI-STRUCTURED INTERVIEWS
USING THE AHP

4.1. The study area

The Budapest inner city can be considered
a special case, when relating the study to more
Western type of housing market circumstances.
Here the starting point is to note that in Bu-
dapest a Western style suburbia is yet to de-
velop. While there are a lot of settlements
around Budapest that grew very intensively
after 1990 and a massive suburbanisation proc-
ess took place, this suburbanisation process is
showing signs of slowing down as the public
transport system capacity is lagging behind —
still ca. 60% of the transport within Budapest
is public (Tosics, 2006). After the 1990s period
of beginning suburbanisation, today two trends
work against urban sprawl as Locsmandi
(2006) notes: (1) the private housing boom
within the city; (2) the lack of public invest-
ments in transportation facilities. On the other
hand, in the inner city urban renewal and
housing rehabilitation has been on the agenda
constantly for the last twenty years. This is
because the inner city area comprises a big
problem for the whole image of the city — an
increasingly important urban policy aspect.
The housing market balance between supply
and demand is not well developed after the
socialist era as the existing stock is to a great
extent derelict, especially with respect to the
maintenance of communal areas and the fa-
cades, and lagging behind the preferences of
those consumers with purchase power. As al-
ready noted, on a detailed level the situation
is indeed very different than in the Western
urban context. On a more general level, it is
possible to nevertheless make some cautious
links to certain contested urban and neighbour-
hood regeneration issues brought up in West-
ern policy evaluation studies (see e.g. Cameron,
2006), in so far as the discussion concerns at-
tracting the targeted population segment nec-
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essary for housing market renewal without ne-
glecting the rights of the current residents.

At the time of interviews (summer 2005)
the market for private dwelling construction
is very marginal at the citywide level; out of
800,000 units the output of the last ten years
is ca 5%, which is the share of those house-
holds who are ‘in the market’. (This figure has
apparently increased somewhat since then, due
to the activity of first time buyers and younger
up-graders.) Within this group, the target for
the analysis reported in this paper is the seg-
ment that comprises households who move to
the outer part of the Pest inner city, that is to
say neighbourhoods in the following Pest-side
districts (around the circular Grand Boulevard,
clockwise from north to south, see the right
hand side of the map in Figure 1):

o Ujlipétvaros, i.e. the inner part of dis-
trict XIII situated by the river (best
image),

e Terézvaros, district VI,

e Erzsébetvaros, district VII (VI and VII
are small districts, where the govern-
ment is passive in relation to urban
regenerations),

e Jozsefvaros, district VIII (worst image)
and

e Ferencvaros, district IX (rehabilitated).

No large differences exist across the micro-
locations within this ‘zone’. (The city-core Dis-
trict V is here excluded, as it is too luxurious
in comparison with the rest of inner Pest.) This
area is characterised as transitional zone or
potential renewal area. It is assumed that the
move takes place from outside this belt.

A number of conclusions could be made from
the prior findings from the Budapest housing
market (see Kauko, 2007), according to which
the spatial housing pattern in relation to price
and quality on the micro-locational level is
mosaic-like; not just in the poorer area (as sug-
gested by Ladanyi, 1989); but in the whole
city’s housing market there is a substantial
heterogeneity. The type, age and size of the
house and its immediate vicinity matter more

than the location per se. There is no notable
association between price-level and the district
location. Even the worst districts possess some
relatively attractive places, and also some ex-
pensive small dwellings in modern/modernised,
non-panel buildings; likewise, even the best
districts possess dwellings that are typically
cheap because of one reason or another.

The issue of sample size was brought up in
the previous section. Nine selected experts
agreed to participate in this exercise: a man-
ager of a large developer, a manager of the
land management company of one of the dis-
trict governments, a real estate agent, a real
estate consultant, three planning consultants,
a statistical officer, and a professor who also
worked as a planner. This number is small,
largely due to language barriers experienced
in this context. The problem was overcome by
triangulating the results with other findings
of Budapest obtained from the descriptive lit-
erature, empirical modelling of Kauko (2007),
and in-depth expert interviews.

The first task was to map the relevant dif-
ferences between micro-locations and recent
developments in the study area. The following
points were raised in the interviews. To start
with, the middle-/upper-middle income groups
have more heterogeneous preferences than
lower income groups, and as such, very few
locations on the Pest side are suitable for them.
Whereas Buda is improving, in Pest big pock-
ets are degrading faster than other areas, and
the professional middle-class is unable to move
out of them. On the other hand, the group of
25-35 years old buy in the inner city after see-
ing illustrations of refurbished flats in maga-
zines. These projects are reasonably successful.

The Pest side market provides plenty of in-
teresting motives and NIMBY aspects. In 2003
Irish investors invented the market in the dis-
tricts V, VI, and VII. However, they did not
cross ‘the lesser Boulevard’ (Muzeum kérut) to
the Palace Quarters, which in fact is a fairly
popular neighbourhood among local residents,
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as this area administratively already is part
of the infamous VIII district. The image of dis-
trict VIII is considered bad and worse than
the reality. However, this is about the think-
ing of the people, and this thinking has begun
to change. New residents who come from the
countryside do not have problem with the im-
age of the district.

On the other hand, even districts with bad
reputation (VI, VII, VIII) include smaller parts:
i.e. neighbourhoods, that locals know are at-
tractive. These make then good bargains. In
particular, district VIII comprises totally dif-
ferent areas: the inner part (Palace quarters),
which also is the densest area, is without doubt
the most attractive neighbourhood; the Grand
Boulevard is the cutting line between the in-
ner and middle parts; the outer parts, includ-
ing the Clerks quarters, are far away and rep-
resent different area types altogether.

Within the mid-Jézsefvaros there is a di-
versity of areas in relation to two factors: (1)
social status; (2) housing and location quality.
New housing development has begun in two
of the eleven quarters that the strategic de-
velopment plan of Jézsefvaros partitions the
whole district (Rév8, 2004). In district VIII no
‘real market’ has emerged yet, as people are
waiting to see how the area will develop. In
district VIII the housing prices increased
merely because of news — urban renewal and
gentrification where about to happen, but the
prices were not realised at the market. Accord-
ing to one expert, however, in district IX the
reason for high prices are not in social factors,
but that of the actions of the first homebuyers,
who depend on the availability of subsidies,
and the foreign investor-buyers, who are in-
fluenced by macroeconomic trends.

4.2. The attributes

Given a defined set of attributes, and a set
of respondents, the AHP enables profiling the
demand side into a certain combination of at-

tribute levels. Additionally, more open in-depth
interviews were carried out on the same re-
spondents. Below each of the attributes is de-
fined, and after that, the research findings are
presented. The findings tell whether, and in
what kind of particular circumstances, a given
attribute was considered important or not.

Accessibility and proximity: distances to
work and services (—) and the level of the pub-
lic transport system (+).
e This is a ‘given’; public transport is
good everywhere within the study area:
5 to 10 minutes difference in distances
makes no difference, which apparently
is typical in Eastern European cities.

¢ In particular, for the young upper
classes, who are mobile, this is not
important.

Social factors of the neighbourhood: the
socio-economical status (+) and externalities
caused by social disturbances (-).

¢ There may be a large variation within
one and the same quarter (as already
noted).

¢ This is worst in the outer parts of dis-
trict VII and parts of district VIII.

* One comment emphasised the effect of
noise, vandalism and other dis-ameni-
ties (nuisances), caused by services (see
below) that are against residential use.

Service infrastructure in the neighbourhood:
availability and level of all kinds of public and
private services (+).

e All areas were considered unattractive
in this respect — only the big streets
have good services.

* Services are good everywhere. (Hence
a contradiction with the view above.)

* People are concerned about schools, but
they are also mobile (as noted: good
public transport) and do not need one
in the vicinity.

Physical environment, two types:

1. Hard/tangible factors: density, that is
per sq.m. building efficiency. As long as
one is situated within approximately
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three to four km from the city centre,
and thereby outside the influence of the
repulsion effect of 1970s housing estates
which produce a dense and unattrac-
tive location on average eight to nine
km from the city centre (see Bertaud,
2006, p. 99), the housing consumers
prefer high densities. That is to say, the
closer to the Grand Boulevard, the
better the location is. Further from the
city centre, however, the situation is the
opposite as people prefer the suburban
single family house.

2. Soft/intangible factors: ‘pleasantness’,
visual factors, greenery etc. are second-
ary factors. Furthermore, the image
implies, among other things, that the
particular history of a neighbourhood
may be an issue of relevance. By and
large, the physical environment is de-
teriorated in most of this part of town;
particularly, it is everywhere in mid-
Jozsefvaros and Erzsébetvaros bad.

Municipality (keriilet): whether the munici-

pal image and local government policy, includ-
ing the social policy and the right to set taxes,
matters for the decision. The comments un-
veil some interesting spatially diversified and
conditional effects related to images and poli-
cies:

¢ Young people tend to have higher tol-
erance for the bad image areas in VIII
and VII than older people.

¢ The policy does not matter so much for

ordinary households.

The final comparison was on a higher level
in the hierarchy between the composite
locational quality, i.e. all the locational at-
tributes above taken together, and the house
itself (see Table 1).

Thus, on balance location is more impor-
tant than the house, which as such is well
known from household surveys. However, here
at least three different viewpoints could be dis-
tinguished behind these scores. First and fore-
most, like many other cities, also Budapest was
perceived as a fairly segregated city, and the
more segregated the city, the more location
counts for the buyer’s choice. Second, one re-
spondent emphasized that the area matters
only for the first dwelling buyers, and that,
when moving upward in the housing career,
the quality of the house matters much more
than the location. Finally, at least one inter-
view clearly maintained that, usually both the
location and the house are severely deterio-
rated within this segment and neither of them
really matters for the potential buyer or renter.

Table 1. Comparison of the importance: location vs. house

Respondent Location House
1. 80 20

2. 40 60

3. 50 50

4, 20 80

5. 60 40

6. - -

7. 60 40

8. 70 30

9. 90 10
Ranges 20 ... 90 10 ... 80
Median 60 40




An Analysis of Housing Location Attributes in the Inner City of Budapest ... 219

4.3. AHP elicited profiles for demand
side segments

The idea was to create one aggregate pro-
file and a few more disaggregated profiles
based on the elicitation intensities and their
variation (see Kauko, 2006, for prior exercises
undertaken in Metropolitan Helsinki and the
Dutch Randstad). The profiles were aggregated
using the Perth -formula (a + 4b + ¢)/6, where
a is the smallest value, b the median and ¢
the largest value of the observations. This way
extreme elicitations for a and ¢ do not bias the
calculations too much. This is considered a safe
way of aggregating the profiles.

The aggregate profile is shown in Fi-
gure 2. (The disaggregated profiles are obtain-
able from the author upon request.) Overall,

the social factors are the most important and
the services the least important attributes.

It can be noted that the accessibility ob-
tains a very low score. The responses may also
be divided into four differentiated patterns
based on simple grouping of the profiles (see
Table 2). In order to make connections with
known cases, a number of simple labels were
given in order to easily generalise the type of
dominating features we are dealing with, ac-
cording to the principles of naturalistic gener-
alisation already explained.

Four specific profiles were identifiable. A
‘more traditional European’ urban sentiment
(urbanity) emphasises the physical environ-
ment (respondents 5 and 9 above). According
to respondent 8 the social dimensions are im-
portant too, whereas accessibility is not. A

SOCIAL FACTORS 347
MUNICIPALITY 1234
PHYSICAL ENVIRONMENT ,212
ACCESSIBILITY ,128
SERVICE INFRASTRUCTURE ,079

Figure 2. Aggregate model

Table 2. The respondent profiles as naturalistic generalisations

Respondent Most important attribute Least important attribute
1. Accessibility (social) Municipality

2. Social Services

3. Social Municipality

4. Social Services

5. Physical Services

6. Social Accessibility

7. Municipality Services

8. Physical, social Accessibility

9. Physical Municipality
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‘more American’ segregation sentiment empha-
sises the social factors (respondents 2, 3, 4 and
6) or the municipality in the sense of a ‘“Tiebout-
effect’: the households choose their jurisdiction
based on the combination of public expendi-
tures and image — variations in tax rate is how-
ever not (yet) reality in Budapest (respondent
7). Finally, when accessibility (and also social)
factors are important, the profile is akin to
what Kauko (2002, 2003, 2006) found in the
Helsinki analysis (respondent 1).

These four general profiles can be elabo-
rated further using the supporting ‘in-depth’
comments of the nine respondents (almost ver-
batim from the open interviews when asked
about the logic of a certain ranking):

‘Traditional urban’ (three respondents).

e All districts include good and bad ar-
eas. Closeness to Danube matters. (Tan-
gible factor.)

e To some extent the inner part of dis-
trict VII is still quite popular as it is a
‘historical’ area. (Intangible factor.)

¢ Even if the neighbourhood is not re-
newed, but it is close to the rehabili-
tated properties it is attractive. Thus,
the anticipation of a change towards the
better matters. (Intangible factor.)

* Nice physical environment and not hav-
ing social problems go together.

‘Segregation’ (four respondents).

e While the social factors are improving
with time, if there are 50% Romas in
a building people do not move there.

* Social factors are important for the up-
per classes. However, unlike in the US,
negative social externalities such as
school district or crime rate are irrel-
evant here. (Thus it is only about sta-
tus and possibly a ‘sense of commu-
nity’.)

‘Tiebout’ (one respondent).

e In general, young families look for
cheap alternatives in the inner city, and
consider districts IX, VII and XIII.

* The social aid is the best in district
VIII.

¢ According to surveys the district
(keriilet) matters to some extent (when
moving in, and also when moving out);
its image matters more than its poli-
cies.

¢ Buyers from Budapest and elsewhere
are two separate groups: the former
group knows better about the district
image, and therefore avoids district
VIII.

‘CBD Accessibility’ (one respondent).

e It is important to have good accessibil-
ity to downtown and other areas with
good services.

* Proximity to education services is im-
portant for housing choice in this con-
text; young residents choose a tempo-
rary dwelling. (This fits socio-demo-
graphic housing theory.)

e Not everyone wants a car and then
public transport is important.

e With the increase of private cars park-
ing problems have become worse.

* People do not care about the image of
the municipality, if the neighbourhood
is acceptable — provided they have all
the relevant information.

In sum, the four disaggregated profiles
above all follow the aggregate profile with re-
gard to the relative importance of the at-
tributes. Social factors was by far the most
important attribute overall. The municipality
factor, the physical environment and the serv-
ices were all considered less important at-
tributes. Accessibility was also played down in
many of the interviews, which raises some fur-
ther thoughts, as having a short travel dis-
tance to the city centre in general is consid-
ered an important attribute for location choice
in the literature on mono-centric Western
cities.
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5. CONCLUSIONS AND DISCUSSION

Following the principles of naturalistic gen-
eralisations, ones case repertoire is allowed to
grow, with the purpose of operational classifi-
cation. Budapest inner city was analysed by
classifying its housing consumer profiles into
groups, which may be related to earlier stud-
ies from other geographic and institutional cir-
cumstances and/or to general theory cases from
the literature. Based on these findings, two
locational factors matter for the preference for-
mation. First, to avoid Roma concentrations —
this is the same for all movers. This finding is
not unlike models of social segregation from
the US, where the avoidance of ethnic concen-
trations is a common finding. The second find-
ing, in turn, reflects traditional European ur-
ban sentiments: that is to say, the closeness to
the city, and living in the densest possible (but
nevertheless pleasant) urban environment is
appreciated. This finding is much similar to
the findings from other European housing
market contexts. However, in the Budapest
segment in question this is not an issue of pub-
lic transport, which is good everywhere, but
rather about ‘nice architecture’, properly ur-
ban density and the cityscape. Considering the
literature, this is hardly surprising, and by no
means a new phenomenon — compare for ex-
ample with Ley’s (1986) findings about a ‘pro-
urban ethos’ in Canadian cities.

Apparently the condition of the dwelling is
not as important as the micro-location, i.e. the
condition of the block or the building as a
whole. On the other hand, the administrative
district (keriilet) does not matter that much
either, which confirms the prior market based
modelling results where the immediate sur-
roundings of the dwelling is considered the key
to location choices (see Kauko, 2007). Thus, the
most attractive locations are the ones that con-
tain a strong presence of a traditional urban
sentiment in the cityscape, or the ones that do

not suffer from social dis-amenity influences
caused by proximity to ethnic minority concen-
trations. Besides these attributes, the appro-
priate area level matters too. That is to say,
each target location is considered on a small
spatial scale: the building, the block and the
immediate vicinity.

An interesting possibility now opens up: we
can make a comparison with other studies from
a post-communist Eastern European urban
context. At least one of the results above raise
intriguing thoughts (see Figure 2): CBD acces-
sibility carries less weight than the attributes
related to the prestige and environmental at-
tributes of the neighbourhood, and image of
the district. Apparently more than a decade of
free market has not erased the backwardness
of the outer part of the inner city as a residen-
tial environment and where a noticeable up-
grading has taken place, it will be seen in the
expressed choices of housing consumers too.
This is potentially a key issue. At least two
recent studies on this context corroborate this
finding: using regression analysis Raslanas and
colleagues (2006) concluded that in Vilnius,
Lithuania, CBD accessibility is not an impor-
tant factor for the price formation of apart-
ments; and using expert judgements, the AHP
and a hedonic approach Kryvobokov (2006)
found out that in Donetsk, Ukraine the most
important value influencing factor is prestige,
followed by proximity to positive environmen-
tal externalities with scarcity value (in this
case parks and water), and only after that by
the traditional variable CBD accessibility. That
this feature, as a rule, is taken for granted,
and therefore neglected, by the residents in
Eastern bloc urban context could thus be de-
veloped into a testable hypothesis.

Lastly, the methodological findings require
some attention. It was noted that the nuanced
findings of location specific housing consump-
tion are achieved at the cost of some undoubted
and perhaps unavoidable drawbacks, namely
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the lack in modelling robustness, restrictive-
ness of the analysis, and the effect of averag-
ing the estimates. Obviously these limits are
of concern, if the application is in housing
market modelling or real estate valuation, and
the benchmark is a hedonic regression model
or a quantitative stated preferences model. On
the other hand, we may argue against treat-
ing the expert elicited AHP approach as a com-
pletely quantitative method. After all, the in-
put data — expert interviews — is judgemental
by definition. Besides, triangulation with other
methods and datasets will to a great extent
help in overcoming problems of reliability and
validity. Cautiously considered, the real merit
of this analysis may be in generating prelimi-
nary or confirmatory findings in an environ-
ment where little comparable research has
been conducted.
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SANTRAUKA

EKSPERTU VERTINIMAIS PAGRISTA BUSTO APLINKOS POZYMIU
ANALIZE BUDAPESTO (VENGRIJA) CENTRE

Tom KAUKO

Vykdant tyrimus svarbus uzdavinys — jvertinti aplinkos kokybés vaidmenj renkantis biista, nepamirStant su paklausa
susijusiy aplinkybiy, kurias lemia ekonominiai ir socialiniai bei kultiiriniai pokyc¢iai miesty ir didmiesciy btsto rinkose.
Kai paklausa yra jvairi, vartojimo polinkiai suformuoja skirtingy pageidaujamy savybiy komplekta. Praktine prasme
tokius rezultatus galima gauti jvertinus aplinkos pozymius pagal santyking jy svarba namo pirkéjui arba nuomininkui.
Pavyzdziui, $ig procediirg galima atlikti lyginant pozymiy poras pagal eksperty vertinimus ir taikant analitinj hierarchinj
procesa (AHP). Sis tyrimas pagristas eksperty sudarytais gyvenamosios vietos kokybés aprasymais Budapesto centre
ir remiasi ankstesniais biisto rinkos analizés darbais. Siame darbe démesys atkreipiamas j viena problema, bidinga
pokomunistinéms Salims — sillomy produkty grupiy asortimentas neatitinka pirkéjo pageidavimy. Pirkéjai vis dazniau
akcentuoja kokybe ir diferencijuoja savo poreikius.



