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A frequently overlooked fact in the housing market is that there are 125,000 university students in Prague 

and 65,000 in Brno. In Olomouc, for example, university students account for 23% of all residents.  

These students have a significant impact on the rental housing market in university cities. If the state wants 

to take a more active role on the supply side of the real estate market, constructing university dormitories 

presents a suitable opportunity. Although public-private partnership (PPP) projects do not have a long 

tradition in the Czech Republic, this type of project appears to be an ideal candidate.  

The following text outlines a specific model of possible cooperation. 

• The state should undertake the construction of new dormitories through PPP projects,  

which would influence the supply side of the real estate market and ultimately slow the growth of rental 

prices. 

• PPP projects are advantageous for the state because they allow for precise definition  

of requirements for the private sector, better cash flow management, and they do not count towards 

national debt. 

• The private sector, in turn, has the necessary expertise to construct and operate dormitories  

for the duration of the project. 

Construction of University Dormitories through PPP: 
An Effective Solution for Modern University 

Infrastructure 
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Housing affordability is becoming one of the main economic issues in the Czech Republic. Nationwide 

real estate sales increased significantly by 34% last year, with new developments experiencing a rise 

of up to 51% (ČBA, 2025). This anticipated market revival has also been strongly reflected in price 

trends. On average, property prices rose by 10.7%, while, for example, older housing in Prague saw  

an annual increase of 18% (ČBA, 2025). Moreover, housing affordability has been continuously 

deteriorating due to insufficient growth in household disposable income, which fails to keep pace with 

rising property prices. This further deepens the imbalance between residents' financial capabilities and 

housing costs. Compared to 2015, property prices have increased 24% more than household incomes, 

placing the Czech Republic among the worst-rated countries in the EU in terms of housing affordability 

(Deloitte, 2024). 

Given these dynamic developments, it is clear that the state must take an active role in shaping  

the real estate market. Supporting the demand side (e.g., through housing savings schemes) will  

no longer be sufficient. In the future, solutions must also stimulate the supply side. Various measures 

are currently being discussed to moderate current price trends in the medium term. 

One logical approach is to target the student housing segment, which was historically managed largely 

by the state but has received minimal attention in recent decades. The construction of university 

dormitories could have a significant impact on the rental market and, consequently, the broader real 

estate market. Furthermore, state intervention in the form of dormitory construction has fewer 

market-distorting effects compared to other forms of state-led development. 

Why Should the State Invest in Dormitories? 

The answer is obvious to anyone who has experienced the state of university dormitories in recent 

years. However, the issue is not only about the quality of the accommodation itself, but also about  

its capacity – specifically, the total number of available spots. This segment of the real estate market 

is a key factor influencing rental housing prices in some university cities and, through them, the prices 

of properties themselves. 

There are 125,000 university students in Prague and 65,000 in Brno. In Olomouc, for example, students 

represent nearly 23% of the city’s population. This means that this specific group of tenants has  

a significant influence on the market’s development. It is true that some students share rooms, some 

are locals living with their parents, and others commute from surrounding areas. Even so, it is clear 

that in university cities, the impact of student housing on the market is extremely strong—often far 

more significant than that of platforms like Airbnb, which tend to receive much more attention  

in the media and expert debates. 

Figure 1: Number of students in selected cities and their share of the city’s total population. 

 

Source: Ministry of Education, Youth and Sports (MŠMT), 2024, own processing. 
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Furthermore, the concentration of university students in dormitories brings numerous positive effects 

and externalities. Modern university dormitories improve student life, serve as community hubs, foster 

social relationships, and contribute to better integration of students into the academic environment. 

The construction of student campuses also facilitates the concentration of educational, sports,  

and social activities in one area, meaning that student life takes place outside regular residential 

neighbourhoods and does not disrupt the daily lives of local residents. At the same time, many foreign 

students study at Czech universities. Accommodating them in dormitories brings additional positive 

externalities—their presence enhances the international profile of Czech students, supports language 

skills, and contributes to overall cultural diversity. 

Thus, the construction of new dormitories aims to move students off the regular rental market, 

thereby freeing up apartments for the broader population. This model is also advantageous  

from a public finance perspective. Universities often provide students with accommodation 

scholarships, which currently end up in the hands of private landlords. Furthermore, when designing 

the construction of university dormitories, it is envisioned that during the summer months—when 

universities are not in session—the dormitories can be used for short-term hotel-type tourist rentals, 

significantly improving the project’s return on investment for the state. 

Several financing options are available for the construction of student accommodation. The most 

suitable form appears to be the public-private partnership (PPP) model. This solution, validated  

by international experience, has been successfully used for rental housing projects in the UK, Ireland, 

and Poland for several years. In our proposed model, the public sector determines the construction 

sites, the size and standards of the dormitories, the rent to be paid by students, and oversees 

compliance with these parameters by the private sector. The role of the private sector is to secure 

financing, prepare the project, implement construction, and operate the dormitories for a pre-defined 

period. The standard duration of PPP projects ranges from 20 to 30 years; in our proposal, we assume 

a period of 20 to 25 years. The expected size of each project is between CZK 1 and 2 billion. It would 

be beneficial for the state to initiate dormitory construction in several locations simultaneously  

and within a short time frame. This would help attract greater interest from the private sector, 

particularly from consortia with sufficient financial and technical capacity to manage and deliver  

the projects within the required budget and timeline. In practice, the state can tender partners  

for multiple locations in a short timeframe. If four to six dormitories were built in various cities across 

the Czech Republic, the initiative would become highly attractive to the private sector, making 

participation worthwhile. This approach would also foster competition in the preparation phase, 

potentially leading to lower costs and higher project quality. Additionally, we plan to utilize  

state-owned land, which can significantly reduce project costs for the public sector. 

The advantages of public-private partnerships in construction are evident. The state currently lacks  

the necessary know-how to construct apartments, houses, or dormitories—and by its nature, it doesn’t 

need to have it. However, it does know its needs—in this case, quality student accommodation 

—and at the same time, it is a reliable financial partner for the private sector. Moreover, since  

the state does not need to generate a profit, the final construction costs can be reduced by the absence 

of a profit margin. The public sector can also use land it already owns, further lowering total financial 

requirements. From the state’s perspective, the obligations of the contracting authority do not affect 

public debt indicators directly. Instead, the project impacts these indicators gradually through  

so-called availability payments. PPP projects are also advantageous for liquidity planning and cost 

distribution—the private sector can bear the risks of rising construction prices or costs related  

to repairs and reinvestments during operation. For the private sector, the primary benefit of this model 
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lies in the financial reliability of the state, which ensures a stable cash flow for regular maintenance 

and refurbishment in accordance with the concession agreement. 

Of course, the construction of PPP projects also involves certain risks, which must be addressed during 

the project design phase. In the Czech Republic, public administration still has limited experience  

with PPP models. If the state selects an advisor lacking sufficient expertise, it could result in poorly 

prepared tender documentation, which is critical to the project’s overall success. The private sector 

bears the risk of construction delays—the state begins payments only after successful completion  

and commencement of operations. The only major risk for the state arises at the initial stage, 

concerning zoning decisions and building permits. If the state were also to assume the risk  

of non-payment of rent by students on behalf of the private partner, this could lead to further cost 

reductions for the project. 

Model Scheme for the Czech Republic 

 

 
 
 
The model scheme displayed above represents one of many variants of how a pilot project  

for the construction of dormitories through public-private partnership (PPP) cooperation could be 

structured. Individual models may differ in the allocation of risks between the private and public 

sectors, which will consequently affect the final amount of financial resources the state will need  

to invest in the project. In the version presented here, the contracting authority is  

the state—specifically, it could be the Ministry of Finance, which should act as the primary manager  

of PPP projects and play a methodological and coordinating role, or the Ministry of Education, Youth, 

and Sports, which would oversee the project's substantive content and act as its guarantor. The model 

could also be adapted for a specific university, the State Investment Support Fund, or another  

state-owned entity. 

The concessionaire will be a legal entity in the form of a Special Purpose Vehicle (SPV)—a company 

established solely for the implementation and operation of the dormitories. This structure is commonly 

used by the private sector to isolate risks over the long-term contractual period. The concessionaire is 

the main contractual counterparty to the contracting authority, secures project financing through 

loans, communicates with the developer, and, in our model, also manages revenue from student rent. 

A concession contract will be concluded between the contracting authority and the concessionaire, 

setting out the rights and obligations of both parties. This contract will define the scope of cooperation, 

the method of project financing, the structure of availability payments and return on investment,  

the contract duration, and risk transfer mechanisms throughout the project. As the contractual 
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relationship is expected to last for decades—and given the Czech Republic's relative inexperience  

with PP projects—a clear and precisely drafted concession contract will be one of the most critical 

elements of the entire initiative. In addition to student rent, the concessionaire will receive availability 

payments from the state. The amount of these payments will depend on the extent to which the state 

chooses to subsidize student accommodation and will consist of both fixed and inflation-indexed 

components. 

The total revenue of the concessionaire will consist of three components: (I) availability payments  

from the state, (II) student rent, and (III) income from short-term, hotel-type tourist accommodation 

during the academic off-season. Since the summer period accounts for approximately one quarter  

of the year, and some participating cities are highly attractive tourist destinations, this option could 

significantly reduce the long-term financial burden on the state. Another potential revenue stream 

could come from leasing commercial spaces on the ground floor of the dormitories,  

such as restaurants, supermarkets, or small retail shops. The first availability payment will be made 

only after the dormitories are completed, approved, and operational—ensuring that the state begins 

to allocate public funds only when the services are actually being delivered. If the dormitories are 

unavailable or do not meet the agreed quality standards, payments will be reduced in accordance  

with the concession agreement. 

In our proposed model, student rent is collected by the concessionaire, who bears the associated risk 

of delayed or missed payments. Since the dormitories are partially operated as hotel facilities during 

the year and the concessionaire assumes the risk of this seasonal operation, it is logical that they 

should also be responsible for rent collection. However, it is important to emphasize that transferring 

the risk of non-payment will inevitably result in higher availability payments. Additionally,  

the concession agreement must clearly stipulate that the selection of students for academic-year 

accommodation remains fully within the authority of the contracting entity—i.e., the state—which 

must retain flexibility in deciding who is assigned dormitory housing. 

The developer plays a key role in the preparation and construction phases. Following  

the concessionaire’s instructions, it prepares project documentation in cooperation with architects, 

engineers, and designers, and then carries out the construction itself under a fixed-price contract. 

Upon completion, the developer may be temporarily involved in the initial operational phase to ensure 

quality standards are met. After several years, the developer is typically replaced by an investor—most 

often an investment fund—who then assumes responsibility for the economic success of the project. 

The investor’s returns come in the form of dividends over the duration of the concession agreement, 

and they bear the full risk of capital loss in the event of project failure. 

Loan financing will be secured through long-term senior loans with a maturity of approximately  

20 years, provided by individual banks or bank consortia. Given the strong capital base of the Czech 

banking sector, sufficient interest in this type of project can be expected. The operation  

and management of the dormitories will be handled by a management company and an external 

facility manager. It is crucial that responsibility for the long-term management and maintenance  

of the dormitories is clearly defined in the concession agreement, ensuring the facilities are cared  

for throughout the project's duration. The structuring of these responsibilities will also determine 

whether it is beneficial for the state to retain ownership of the dormitories after the end  

of the contract. In our proposal, it is assumed that ownership will indeed revert to the state once  

the concession agreement expires. 
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Conclusion 

Investment in university dormitories represents a rational way for the state to engage on the supply 

side of the housing market. If the public sector dares to take such a bold and progressive step in terms 

of public investment, it will be necessary to adopt corresponding legislative measures during  

the preparation phase. In particular, a dedicated law on PPP projects must be created, as the current 

legislative framework in the Czech Republic is not sufficiently adapted to the specifics of such 

contractual relationships. It would also be appropriate to adjust VAT rates and classify PPP projects  

as a public service eligible for a reduced tax rate. 
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