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The rental housing market underwent through several regulatory changes as defined in the 

MOU for Portugal, since 2012. The focus on this market is justified by a high degree of income 

tax evasion, which is particularly notable in student rentals. To better evaluate the impact of 

the implemented measure, it was ideal to have data for the period before the application of the 

MOU. However, such data is not available. Still, it remains useful to assess the situation of the 

student rental housing market starting in 2015, with the aim of repeating the same assessment 

annually. 

This section, thus, is based on a survey, conducted between April 28 and May 12, focused on 

the student rental housing market (SRHM) in Lisbon. The main objective of the survey was to 

obtain an estimate of this market’s tax evasion, as well as identify to which factors it is more 

linked to. For this, data on demographics, evasion and negotiation in the SRHM, rents and WTP 

and on the appraisal of tax benefits was collected. 

The survey was conducted on the Qualtrics platform and promoted in student groups and 

student’s union pages in Facebook, as well through e-mails sent to students. Participation was 

voluntary, which might raise issues of self-selection in the dataset. 

The survey was started 477 times, out of which 374 were considered valid answers. The 103 

excluded responses were considered invalid as they contained no data (101) or they were 

evidently not serious (2). It included 23 questions, yet some were only shown on the condition 

of particular answers to other questions in such a way that the maximum number of questions 

one could answer was 22. Moreover, 199 respondents only answered 9 questions since the 

ninth asked whether they lived in a rented house or not, to which the majority said no. The 

remaining values of unanswered questions exist because only one question was mandatory in 

the survey, in order to prevent people from giving up.  
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The main focus of this work is the student rental housing market (SRHM). Therefore, when 

analyzing the sample, individuals who do not classify as participants were excluded. This is 

done by using the responses to the questions “Are you a student?”, “Are you living in a rented 

house?” and “Do you live in your original residence?”. If the response was positive for the first 

two answers and negative for the latter, then the individual can be classified as a participant in 

the student rental housing market. The sample distribution of these variables is detailed below. 

The SRHM dataset is composed by 112 observations, only 30% of the original valid responses. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In the SRHM subset of respondents, 39% reported to be male. This discrepancy could either be 

due to a larger share of female students in higher education or to self-selection. In the second 

scenario, still, there would be an issue only if there was a reason to believe that male and female 

students approach the rental housing market very differently. 

 

 

 

 

 

 

 

Yes 336 91.3% 
No 32 8.7% 
Valid answers 368/374 

 

Yes 149 62.6% 
No 224 37.4% 
Valid answers 373/374 

 

Yes 121 11.7% 
No 16 88.3% 
Valid answers 137/149 

 SRHM Total 
Female # 68 231 
Male # 44 137 
Female % 60.7% 62.7% 
Male % 39.3% 37.3% 
Valid answers 112/112 368/374 
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Additionally, the mean age of the respondents in the SRHM was 21.39 (2.68), consistent with 

the notion that all individuals in the SRHM dataset are students. 

 

 

 

 

 

Finally, 80% of the respondents participating in the SRHM are Portuguese, whereas the 

remaining ones are from 20 different countries, particularly from Italy (6%) and Germany 

(2%). 

 

 

 

 

 

 

 

The remaining observations of interest in the SRHM can be further divided into renting a full 

house or only a bedroom and being Portuguese or not. These are particularly interesting, as 

there are statistically significant differences between the proportions of individuals that do not 

receive an invoice, along these two categories. Therefore, renting a bedroom is more likely 

associated with not receiving an invoice, which most likely happens with the larger values 

 SRHM Total 
Mean 21.39 21.73 
Standard deviation 2.68 5.32 
Median 20.00 20.00 
Mode 20.00 20.00 
Valid answers 112/112 368/374 

 SRHM Total 
Portuguese (#) 89 335 
Non-Portuguese (#) 23 33 
Portuguese (%) 79.5% 91.0% 
Non-Portuguese (%) 20.5% 9.0% 
Valid answers 112/112 368/374 
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involved in full house contracts, as they are negotiated in bulk. Furthermore, being Portuguese 

is also linked with an increased probability of not receiving an invoice. This may be due to 

ingrained habits that non-Portuguese acquired in their countries of origin. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Looking at the interactions between the two variables shown above reveals that for Portuguese 

tenants renting a bedroom there is a much high proportion of renting arrangements in the 

shadow market – 84%. In fact, for the other three cases, differences in evasion are not 

statistically different. This means that this particular subset of the SRHM is driving the high 

total evasion in the market of around 60%. 

The previous sections gave a descriptive account of the factors most closely linked with tax 

evasion in the SRHM. To better measure the impacts of the variables considered above, 

regression methods, which account for the variability off all independent variables at once, 

have to be used.  

As one of the objectives of this work is to find out quantitative relationships between evasion 

and other variables, then the most suitable options are the Logit and Probit models. The final 

estimations were obtained through backward elimination. 
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With these models, it was found that only two variables were consistently significant 

throughout regressions: being Portuguese or not and renting a bedroom or a full house. Using 

the Logit model, it was found that renting a bedroom makes an individual 4 times less likely to 

receive an invoice when compared to renting a full house, while Portuguese participating in 

the SRHM are 3.9 times less likely than non-Portuguese to collect an invoice. 

 

 

 

𝑀𝐸𝑝𝑜𝑟𝑡𝑢𝑔𝑢𝑒𝑠𝑒 = logit([1 𝑓𝑢𝑙𝑙ℎ𝑜𝑢𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅]) − logit([0 𝑓𝑢𝑙𝑙ℎ𝑜𝑢𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅]) = −0.2934 

𝑀𝐸𝑓𝑢𝑙𝑙ℎ𝑜𝑢𝑠𝑒 = logit([ 𝑝𝑜𝑟𝑡𝑢𝑔𝑢𝑒𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ 1]) − logit([ 𝑝𝑜𝑟𝑡𝑢𝑔𝑢𝑒𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ 0]) = 0.3189, 
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𝑤ℎ𝑒𝑟𝑒 logit(𝑋) = ln (
𝐹(𝑋)

1 − 𝐹(𝑋)
) , 𝑤𝑖𝑡ℎ 𝐹(𝑋) =

𝑒𝑋′𝛽

1 + 𝑒𝑋′𝛽
 . 

The Probit model provides similar answers. In this case, being Portuguese reduces the 

probability of asking for an invoice by 28pp, whereas renting a bedroom by about 31pp. 

 

 

 

𝑀𝐸𝑝𝑜𝑟𝑡𝑢𝑔𝑢𝑒𝑠𝑒 = Φ([1 𝑓𝑢𝑙𝑙ℎ𝑜𝑢𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅]) − Φ([0 𝑓𝑢𝑙𝑙ℎ𝑜𝑢𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅]) = −0.2831 

𝑀𝐸𝑓𝑢𝑙𝑙ℎ𝑜𝑢𝑠𝑒 = Φ([ 𝑝𝑜𝑟𝑡𝑢𝑔𝑢𝑒𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ 1]) − Φ([ 𝑝𝑜𝑟𝑡𝑢𝑔𝑢𝑒𝑠𝑒̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ 0]) = 0.3145, 

𝑤ℎ𝑒𝑟𝑒 Φ 𝑖𝑠 𝑡ℎ𝑒 𝐶𝐷𝐹 𝑜𝑓 𝑎 𝒩(0,1). 
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These results are consistent and in concordance with previous sections, therefore they reveal 

that being Portuguese and renting a bedroom is associated with not asking for an invoice. Still, 

because most of the variation in the data remains unexplained, most collected variables were 

not significant and the number of relevant observations in the sample was quite small, one 

must hold these conclusions with reservation.  

Rents in the SRHM vary significantly, from a minimum of 120€ to a maximum of 600€, with a 

mean of og 260€ (92.17). These reveal that the SRHM is heterogeneous. On one side, it is 

composed by small bedrooms in cheaper locations of Lisbon and many people sharing one 

single house. On the other side, luxury dwellings and apartments marketed towards wealthier 

Portuguese or Erasmus students and small T0 and T1 apartments. Nonetheless, as the rent 

distribution is skewed to the right, a typical feature in wealth or income based distributions, 

the first description likely fits many more individuals’ story. 

 

 

 

 

 

 

 

 

 

 

 

It is important to note that the observations full house rentals suffer from a measurement 

error. Some respondents in the full house subset misinterpreted the question on how much 

they paid in rent, giving the value of the rent for the whole house and not just what they, 

individually, paid. This shifts the rent distribution of full house to the right, both increasing its 

mean and standard deviation. This issue was corrected by assuming that bedroom and full 
house (per person) rents should not differ significantly. Thus, it was considered that any full 

house rent above the 99th percentile of the rent distribution of bedrooms corresponded to a 

misinterpretation of the question, meaning that the answer was divided by the number of 

people they lived with in the rented house. The two rent distributions for full house rentals are 

aligned for comparison below. 

That being said, if we dividing the distribution further, according to whether the tenants 

receive or not invoices from their landlords, two rather different distributions emerge. On one 

hand, for the no invoice case there is a higher concentration around its median, as noted by an 

interquartile range of just 100€. This interval is larger for proper rental contracts, 152€. 

Nonetheless, the difference in the two means is not statistically significant and a larger sample 

is required to better conclude such a statement. 
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Grouping rents by bedroom and full house rentals, two different distributions are obtained as 

well. The one including only bedrooms is more concentrated around its mean of 255€ than the 

rent distribution for full house rentals, which has a higher mean of 303€. The mean difference 

between these two distributions is statistically significant at 95%. To better compare these two 

distributions, kernel density estimates were included. 

Lastly, splitting the SRHM into Portuguese and non-Portuguese participants exhibits the most 

striking difference so far. Being non-Portuguese shifts the rent distribution rightwards, 

increasing the mean and median rent by almost 80€ and 100€, respectively. Both distributions 

are rather concentrated around their respective mean and median, having an interquartile 

range of no more than 100€. 
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As with the estimation section for the rental shadow market, regression methods have to be 

used to extract the relevant impact of each independent variable on rents. Again, the final 

estimations were obtained by a process of backward elimination. 

Three variables were found to be statistically significant in explaining the variation in rents: 

the dummies on whether the tenant was Portuguese or not, negotiated his rent or not or was 

renting a full house or a bedroom 
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Being Portuguese was linked, on average, ceteris paribus, with a rent 84€ lower, when 

compared to a foreign student. Such a fact might reveal that the rental housing market is 

segmented according to nationality. On one side, there are Portuguese students which have 

access to a more informal market with lower rents. On the other, a more formal and expensive 

one for foreign students, namely those enrolled in Erasmus, Master’s or Doctorate degrees. 

Additionally, renting a full house is associated with a higher rent, about 38€. There are reasons 

to believe that the marginal effect could be either positive or negative, depending on the size 

of the house. On one hand, some students rent smaller apartments – up to 2 bedrooms, for 

example – and, consequently, pay higher rents, in individual terms. On the other hand, some do 

the opposite, renting larger houses and obtain lower rents by diluting fixed costs related to 

housing. 

One, initially, counter-intuitive result emerges when looking at the dummy variable on rent 

negotiation. Cases where the tenants state they have negotiated the value of their rent with 

their landlord are related with higher rents. However, it is reasonable to have the other way 

around, as it might be a higher rent proposed by the landlord that leads the tenant to negotiate. 

Lastly, the variable asking whether the tenant received or not an invoice was eliminated in the 

process of backward elimination. Hence, its variability does not seem to bring any significant 

information on the variability of the rents, even though, as mentioned before, their distribution 

have rather different shapes. 
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These results are consistent with the section on descriptive statistics, bringing along an 

additional significant variable: whether or not the rent was negotiated between the landlord 

and the tenant. In summary, being Portuguese is associated with a lower rent, whilst renting a 

full house and having negotiated its value with a higher one. Receiving an invoice is not 

associated with a higher rented, contrary to what one might expect.

 

For future updates, the survey must be modified on several grounds.  

First, the questions on the WTP were grossly misinterpreted by the respondents, which more 

often than not claimed they were below the value of their current rent. This mistake rendered 

these questions useless. To prevent this, a note must be added to the question stating that they 

must answer with a rent that they would find so unreasonable or expensive that they would be 

prompted to leave. 

Second, even though this issue was ameliorated, the question on the amount of rent paid must 

explicitly ask for the expense that the respondent individually pays, so as to avoid people 

replying with the full house rental value and biasing the sample. Fortunately, these cases 

happened when the respondents, even if living in a rented house, also indicated they still lived 

in their original residence. For these cases, there is no need to ask for a rent, since they most 

likely lived with their family and cannot come up with an individual contribution besides an 

average over all the members of the household. 

Third, many rental contracts, particularly for bedrooms, include a variable expense related to 

utilities such electricity or water provision. These put the burden of their cost on the tenant, 

avoiding moral hazard issues. These, too, must be explicitly be accounted for and discriminated 

in future surveys. 

Fourth, several new question could be added to the survey, namely an evaluation of the 

student’s rented residence; information on its typology, such how many bedrooms or 

bathrooms it has; the annual or monthly income of the respondents family; whether he 

receives any need-based scholarship or lives in a student residence; their city of origin if they 

are Portuguese; how many years they have been studying in Lisbon whilst needing to rent a 

house; etc. To avoid a survey that takes more than 10 minutes to answer, several questions, 
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such as those on tax credits or the number of workers and dependents in the respondent’s 

household could be dropped. 

Lastly, the most serious problem was the lack of data. As 70% of the respondents did not even 

participate in the SRHM, either because they did not lived in a rented house, they were not 

students or they still lived in their original residence, the relevant sample ended up having 

slightly more than 100 observations. In a future survey, the housing market group could, 

instead of using Qualtrics, ask for the collaboration of TAs, inside and outside Nova SBE, to 

deliver the surveys on paper at the end of their classes and state they were mandatory. This 

would require much more work but make the sample much more representative, avoiding self-

selection issues, and increase the sample size substantially. 

It was found that the majority – 63% - of the respondents participating in the SRHM do not 

receive any invoice from their landlords, thus operating in the shadow rental housing market. 

These results seem to be mainly driven by Portuguese students renting a bedroom, where 84% 

did not receive an invoice. Therefore, the most significant variables in explaining who received 

an invoice were nationality and whether a bedroom or a full house was being rented. These 
results indicate that there are high levels of tax evasion in the SRHM. If it is taken as a proxy for 

the rest of rental housing market, then it remains one of the markets with the highest degree 

of tax evasion. 

Lastly, receiving an invoice does not seem to be, positively or negatively, related with rent 

values, contrary to what one might suppose. Nonetheless, the rent distributions divided 

according to whether the tenant receives an invoice have different shapes, where the no 

invoice case has a high concentration of lower rents. 

The main problem with the survey was the lack of observations. Therefore, in future reports 

on the SRHM, a more concentrated effort must be made on getting a larger sample, even if the 

Qualtrics platform has to be abadoned. 

 


