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Research Objective 
To quantify the effects on income and Conservative Party support that result from sitting 
tenants purchasing their council and housing association houses, using the “Right to Buy” 

economic policy. 

 

Abstract 
The “Right to Buy” (RTB) economic policy allowed council and housing association tenants to 
purchase their homes from the UK government at a substantial discount, which created the biggest 
transfer of capital wealth from the state to the people in the history of the United Kingdom. The 
literature exploring the consequences of the legislation is predominantly descriptive. The impact 
of an RTB purchase on political party preferences remains unclear, with studies pointing at 
positive and insignificant effects, and the question whether income is affected remains unexplored. 
This paper uses an unbalanced panel dataset of 9,000 households from Great Britain over the 
period 1991–2008 as well as fixed effects and IV estimation to quantify the effect on the support 
for the Conservative Party and income that results from sitting tenants purchasing their council 
houses using the RTB policy. Such a purchase does not have a significant effect on income but 
does increase the probability of supporting the Tories by 30%. Therefore, policymakers should 
consider the incentives created by the legislation, before deciding whether to follow the Scottish 
and Welsh governments in the abolishment of the scheme. 

                                                           
1 I am thankful to Professor Oswald for his continuous feedback and support throughout the project. 
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1 Introduction

After Margaret Thatcher became Prime Minister, a series of policies were implemented with

the aim of transferring capital from the state to the people. In 1980, the “Right to Buy”

(RTB) scheme allowed eligible council and housing association tenants to purchase their

houses from the government at a significant discount (arbitrage profits are limited by resale

restrictions). This resulted in nearly three million new homeowners, a sizable portion of

which financed their homes using a mortgage.1

The importance of the RTB policy is twofold. Firstly, it a↵ects a vulnerable group in our

society – council housing tenants, a significant portion of which are from a disadvantaged

background. Secondly, the legislation is extremely popular. It is the largest source of public

privatisation revenue in the UK and has been widely discussed in the media due to its

embeddedness in the Conservative Party agenda (Carr, 2011; Lund, 2013; Disney and Luo,

2017).

The findings of this paper can have political and social implications that can alter the

housing sector in the United Kingdom as well as the political parties’ agendas. The research

is particularly relevant for policy makers in the present because of the social housing shortage

created by the RTB policy, which led to the abandonment of the scheme in Scotland and

Wales.

The RTB literature is mostly descriptive and focuses on the characteristics of the RTB

owners as well as the factors leading to the resale of RTB properties. The consequences for

the owners have been subject to little empirical analysis, the question whether their income

is a↵ected remains unanswered, and the political consequences of the economic policy after

1991 are unclear.

The two incentives for the creation of the RTB scheme inspired the two hypotheses of

the paper. Firstly, Margaret Thatcher believed that homeownership can promote practices

of self-help and prudence among social renters, which can benefit them financially (Carr,

2011). Secondly, Thatcher’s introduction of the RTB scheme aimed to gain the support of

social housing tenants, who predominantly supported the Labour party (Field, 1997).

Hypothesis 1: An RTB purchase creates incentives that increase individuals’ income.

Hypothesis 2: An RTB purchase results in an increased probability of supporting the

Tories.

The paper quantifies the e↵ect of the RTB policy on income and Conservative Party

1
https://www.gov.uk/right-to-buy-buying-your-council-home/selling-your-home
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support by using fixed e↵ects and instrumental variable estimation. The analysis suggests

that an RTB purchase does not have a statistically significant impact on income but increases

the probability for swing voters to support the Conservative Party by 30% (local average

treatment e↵ect /LATE/), which reinforces previous findings. Both results are robust to

outliers, di↵erent model specifications and sample splits.

The findings suggest that the real estate asset is unproductive in the short run and that

the scheme does not inspire income inequality–reducing practices of self-help and prudence.

Nevertheless, the policy continues to have positive implications for the Conservative Party’s

image.

2 Literature Review

2.1 RTB Literature

The RTB literature is mostly descriptive and largely lacks econometric analysis of the con-

sequences of the policy. It can be divided into four categories:

The first type of RTB literature describes the characteristics of the individuals exercis-

ing the “Right to Buy”. In the first years of the policy, RTB owners were predominantly

middle-aged tenants, working skilled or semi-skilled jobs and buying the better-value-for-

money houses (Jones and Murie, 2006; Ham et al., 2012; Farrall et al., 2016). Over time,

this altered the British housing sector by concentrating poor tenants into areas with less

desirable properties and lower employment while hiking crime rates in areas with a high

concentration of social housing. The proportion of RTB owners from the low-income class

increased (Burrows, 1999; Carr, 2011; Ham et al., 2012; Cole et al., 2015; Farrall et al.,

2016). Disney and Luo (2017) identified the main gap in the existing literature – the lack

of economic analysis. Using pooled cross-section estimates and the British Household Panel

Survey (BHPS), they find that higher income increases the probability of becoming an RTB

owner, which illustrates the issue of simultaneity bias in my research. The welfare conse-

quences of the RTB policy depend on the quality of the property.

The second type of RTB literature is also mostly descriptive and focuses on the resale of

RTB houses, the factors that a↵ect the sale and the new owners. The houses are often resold

at relatively low market prices and the new buyers are low- to middle-income households

(Williams and Twine, 1994; Forrest et al., 1996; Chaney, 1997; Ham et al., 2012). This

literature gives insight into the potential capital gains realised by RTB owners, which vary

significantly depending on the market conditions and location of the property.

3
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The third type of RTB literature concerns the moving behaviour of RTB households.

Ham et al. (2013) use panel data from the BHPS and econometric analysis to investigate

the moving behaviour of RTB households. Their results are not statistically significant,

su↵er from endogeneity bias and suggest that RTB owners are less likely to make a short-

distance and more likely to make a long-distance move than social renters. Homeownership

reduces physical mobility, which can negatively a↵ect the socio-economic development of

households living in disadvantaged areas (South and Crowder, 1997; South and Crowder,

1998). However, Popham et al. (2015) find no evidence that an RTB-induced change in

tenure leads to psychological distress, which leaves room only for economic implications.

The fourth type of RTB literature is about Thatcher’s e↵orts to strengthen the Conserva-

tive electorate. Field (1997) uses aggregate-level data between 1981 and 1991 and finds that

a 1% decline in council-owned stock is associated with a 0.14% rise in the Conservative vote,

even though council tenants are some of the most loyal Labour supporters. The coe�cient is

biased and captures the expansion of the shareholding electorate, the decline of trade unions

and the rise of popular capitalism. Studlar et al. (1990) use survey data, gathered during

the 1983 and 1987 general elections, and find that RTB owners are more likely to support the

Tories because of the favourable retrospective views of the economy with which the policy

is associated. The paper fails to account for the endogeneity of the RTB variable. Huberty

(2011) uses panel data between 1991–2005 and matching techniques in his investigation of

the link between the Conservative Party vote and the number of homeowners created by

policy-stimulating property ownership. He finds no statistically significant relationship but

admits that his matching strategy fails to account for the selection on unobservables. My

paper contributes to this type of RTB literature by using more recent data and tackling the

endogeneity bias present in previous studies.

2.2 Theory and Empirical Findings Outside the RTB Literature

Real estate is a relatively illiquid type of asset that can be a source of rental income or

participate in a production process (e.g., home o�ce) as well as generate capital gains and

serve as collateral. An intertemporal consumption model with investment suggests that an

RTB house can be used to reduce borrowing constraints, which can increase investment and

future income (Whalley, 2017).

Temkin et al. (2013) examine the long-term a↵ordable homeownership programs in the

USA. They compare rates of return and find that the yield on homeownership is competitive

with participation in the stock market. Looking at low- and moderate-income homeowners

4
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and using matching approaches to address selection issues, Grinstein-Weiss et al. (2013)

argue that homeownership results in higher short-term increases in net worth and economic

well-being than renting. Turner and Luea (2009) provide similar findings by using two-stage

least squares, which makes the results more conclusive.

By contrast, there is also evidence that land titling and state-subsidised homeownership

fail to reduce poverty levels due to the reluctance of low-income households to use their new

assets as collateral and the low asset quality that negatively a↵ects capital gains (Payne et

al., 2009; Lemanski, 2010). Both papers are qualitative.

Two empirical papers, which produce reliable results through an IV estimation, sug-

gest that homeownership relaxes borrowing constraints and increases the number of small-

business owners (Fairlie, 2012; Adelino et al., 2015). Thus, the RTB legislation can expand

the opportunity set of its beneficiaries and improve their financial situation.

A significant portion of the low-income households living in council houses have financed

their homes using a mortgage. Hu (2005) uses a model in which a household switches from

renting to mortgage-financed homeownership and shows that homeownership crowds out

stock market participation, which can negatively a↵ect income. These predictions are not

supported by the data as homeowners have higher stock holdings than renters.

2.3 Concluding Remarks on the Literature

There is a need for more quantitative RTB literature that analyses the consequences of the

policy. The e↵ects of an RTB purchase on labour market behaviour, community involvement

and political engagement remain unclear and should be explored in future research. My paper

evaluates some of the economic implications resulting from the legislation and builds upon

the existing political analysis.

3 Data

This paper uses panel data from the BHPS, which tracks the same representative sample of

individuals between 1991 and 2008. Initially, the panel consisted of 5,500 households and

10,300 individuals from 250 areas in Great Britain. The inclusion of 1,500 households from

Wales and Scotland in 1999 and 2,000 households from Northern Ireland in 2001 resulted in

a total of 9,000 households.

This is the only dataset which allows for the identification of RTB owners on a yearly

basis. The data covers the majority of the RTB period, capturing most of the changes in the

5
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British social housing sector. The panel allows for techniques controlling for time-invariant

individual heterogeneity as well as common-for-everyone time changes. Moreover, this is a

well-established survey exploring social, economic and housing-related factors relevant for

the analysis.

By contrast, no data is available for the first 10 years of the policy period, which saw

dynamic changes in the social housing sector. Additionally, the dataset does not allow for

the inclusion of general political preferences in the Conservative support regression (there

are only a few political variables surveyed in a small number of years).

The dependent variable in the first regression is ln(Income), which is the natural

logarithm of individuals’ total annual income from all sources in the reference year, measured

in pounds. It is a continuous variable which has more than 230,000 observations. The variable

has around 3,000 outliers earning less money than the lowest possible unemployment benefits

per week. Thus, they are excluded from the regression. The findings are robust to their

inclusion.

The dependent variable in the second regression is Conservative, which is a binary

variable that takes the value 1 if the Conservative Party is the party the respondent favours

over the others. Thus, the interpretation of the e↵ect will be the probability of supporting

the Conservative Party. There are more than 40,000 support instances.

The explanatory/treatment variable is Tenure, which is a categorical variable and

the category of interest is RTB. The variable takes the values:

- 0 if the respondent is a council or housing association tenant;

- 1 if the respondent purchased their home using the RTB scheme;

- 2 if the respondent is a non–RTB home owner;

- 3 if the respondent is a non–social housing renter.

The base category is council or housing association tenants, and everything else is com-

pared to it. The paper identifies RTB owners based on the methodology of Ham et al. (2013)

(see Appendix). There are more than 13,000 observations.

Table 3 presents a description of each variable. Table 4 provides summary statistics for

all continuous variables. The frequency tables section shows the number of observations per

category for the categorical variables. Some of the variables, including the RTB category, are

subject to measurement error. There are no significant outliers, which can bias the results.

Tables 4 and 5 compare the average social housing tenant, RTB owner and the average

person in the sample. Social housing tenants earn the least amount of money and are the

most likely to be unemployed. They are also the least likely to be married and have the

6
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most children on average. Social housing tenants support the Conservative Party the least,

followed by RTB owners, which matches the evidence provided in the literature. The average

RTB owner earns less than the average person in the sample but is more likely to be em-

ployed. This huge di↵erence between observable characteristics of the three groups suggests

an imbalance in the unobservable characteristics. The groups are not good counterfactuals

for each other. Thus, a regression analysis should account for the selection in unobservables

and observables.

Figure 3.1 illustrates that an individual’s income starts a positive trend three years before

an RTB purchase. It is possible that social renters, who become richer for reasons unrelated

to their desire to buy their home, eventually purchase their houses. Nevertheless, it could

be that there is an additional positive e↵ect on income because of the RTB purchase.

Figure 3.1

Figure 3.2 illustrates a concave relationship over time. The probability that social renters

support the Tories increases after the purchase. However, the increase starts in period two

after the purchase rather than period one, which is di�cult to explain.

7
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Figure 3.2

4 Methodology

4.1 Income Regressions

The newly acquired asset can relax borrowing constraints and enable the creation of a small

family business (Fairlie, 2012; Adelino et al., 2015). The house can be a source of rental

income (e.g., Airbnb). The desire to buy a home or the necessity to repay a mortgage can

improve the work ethic of RTB owners. Thus, an RTB purchase should increase income.

Model specifications:

- OLS regression:

ln(Income)it = �1RTBit+�2NonRTBHomeownerit+�3NonSocialRenterit+�XT
it+ai+�tt+⇡i+✏it

- IV regression:

ln(Income)it = �1
dRTBit+�2NonRTBHomeownerit+�3NonSocialRenterit+�XT

it+ai+�tt+⇡i+✏it

8
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Fitted values from the first stage:

dRTBit = �1DiscountMaxit+�2NonRTBHomeownerit+�3NonSocialRenterit+�XT
it+ai+�tt+⇡i

where ln(Income)it is the natural log of individuals’ annual income from all sources;

Tenureit is a categorical variable (0 – Social renter, 1 – RTB owner, 2 – Non-RTB home-

owner, 3 – Renter); XT is a transposed vector of control variables; tt are year dummies;

ai are individual fixed e↵ects; ⇡i are regional fixed e↵ects; DiscountMaxit is the maximum

discount for the RTB scheme set by the government (instrument). Robust standard errors

are used to control for heteroscedasticity.

The XT vector controls for education, type of work, number of children, age, health issues

and hours worked per week. This should account for most of the variation in income outside

of the RTB variable. The regional fixed e↵ects should pick up all the time-invariant regional

di↵erences in income (i.e., local legislation, wage gaps persisting over time, etc.). The year

dummies should control for common time-variant factors such as inflation and legislation

changes.

Figure 4.3: Reverse causality issue.

An increase in income has no direct e↵ect on RTB purchases but allows for higher savings

or larger mortgages due to increased credit worthiness. Both variables directly increase the

probability of becoming an RTB owner.

A Hausman test suggests that fixed e↵ects are preferred to random e↵ects (see Appendix).

The inclusion of individual dummies controls for time-invariant individual characteristics

that determine income. Nevertheless, OLS estimation remains biased. An IV estimation

with fixed e↵ects should account for the reverse causality bias and remove the non-random,

time-variant factors from the error term that a↵ect income and the RTB purchase.

9
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The instrument chosen for the analysis is the maximum discount in the RTB scheme

set by the government. Since 1999, the Labour government started a gradual reduction of

the maximum discount by a few percentage points per year to increase the revenues of the

state from the policy (Wilson, 1999). There is a di↵erent maximum discount for council and

housing associations houses, which creates individual variation not picked up by the time

dummies. However, the instrument is likely to have low power because it is not defined on

an individual-specific level.

The instrument is relevant with an F-statistic of 46.19. The first-stage regression suggests

that the reduction in the maximum discount increases the probability of an RTB purchase,

which seems counterintuitive (see Appendix). However, this can be explained by the fact that

people are forward-looking. Between 1997 and 2007, it was common to find media articles

about the desire to increase state wealth by reducing the maximum discount. Thus, agents,

who expected the discount to be reduced even further in the future, bought their houses in

the present because postponing the purchase would have e↵ectively cost them money.

Figure 4.4/4.5

The instrument satisfies the conditional exogeneity assumption because the policy change

is unrelated to the individual-specific unobservable factors determining income. Ideally, the

control variables should be measured prior to the instrument, which ensures their indepen-

dence. Unfortunately, this analysis is dependent on the assumption that the instrument

a↵ects income only through the RTB variable. The very narrow e↵ect of the maximum

discount changes builds confidence that the assumption holds. The paper assumes mono-

tonicity (i.e., not everyone might be influenced by the instrument, but those who are must

10
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be impacted in the same way - removes defiers - LATE).

4.2 Conservative Support Regression

Field (1997) argues that Margaret Thatcher created the RTB scheme to gain the support

of social housing tenants who were predominantly part of the Labour electorate. Thus,

subsidised RTB purchases should make the Conservative Party more popular among RTB

owners.

Model specifications:

Conservativeit requires limited dependent variable models.

Conservativeit =

8
<

:
1, if Conservativei

⇤
t > 0

0, otherwise

- Latent variable:

Conservativei
⇤
t = �1RTBit+�2NonRTBHomeownerit+�3NonSocialRenterit+�Y T

it+ai+�tt+⇡i+✏it

Conservativei
⇤
t = xit� + ✏it

- Latent variable in the IV model:

Conservativei
⇤
t = �1

dRTBit+�2NonRTBHomeownerit+�3NonSocialRenterit+�Y T
it+ai+�tt+⇡i+✏it

Conservativei
⇤
t = xit� + ✏it

Fitted values from the first stage:

dRTBit = �1DiscountMaxit+�2NonRTBHomeownerit+�3NonSocialRenterit+�Y T
it+ai+�tt+⇡i

- Linear probability model:

E[Conservativeit] = U [xit�] = xit�

- Logit model:

E[Conservativeit] = ⇤[xit�] = exp(xit�)/(1 + exp(xit�))

11
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where Conservativei
⇤
t is a latent variable which measures the individual’s net utility

derived from supporting the Conservative Party; the notation remains the same. Robust

standard errors are used to control for heteroscedasticity.

The Y T vector controls for education, number of children, age, social class, trade union

membership and unemployment, which accounts for most of the variation in the Conservative

Party support outside of the RTB variable. The regional fixed e↵ects should pick up all the

time-invariant regional di↵erences in the Tory support (e.g., regional political preferences).

The year dummies control for time-variant common factors such as the party in power, the

Prime Minister and legislation changes.

A Hausman test suggests that fixed e↵ects are preferred to random e↵ects. The inclusion

of individual dummies picks up the time-invariant individual characteristics. The analysis

focuses on swing supporters because people who never change their political party preferences

are e↵ectively removed from any fixed-e↵ects analysis.

A logistic regression with fixed e↵ects explores robustness using maximum likelihood

estimation. No one in Northern Ireland supported the Conservatives. The category has

been dropped in advance so that the marginal e↵ects are estimated.

An IV estimation with fixed e↵ects should account for the endogeneity bias. The instru-

ment chosen for the analysis is the maximum discount, which is the same instrument as in

the income regression. It is extremely relevant with an F-statistic of 88.32, which is crucial

for the elimination of the finite sample bias. The instrument is likely to a↵ect Conservative

support only through the RTB variable because of the very narrow e↵ect of the policy change

(i.e., the maximum discount changes a↵ect the RTB scheme but not the general welfare pol-

icy of the government; individuals are unlikely to change their political ideology based on

the changes in the discount). The fixed e↵ects control for constant political preferences in

the error, building additional confidence in the conditional exogeneity assumption. However,

the reduced-form coe�cient might capture other measures a↵ecting the sale of social houses.

The analysis assumes monotonicity, which gives us the LATE.

4.3 Limitations

In all regressions, clustered standard errors, which allow individuals to be subject to common

shocks within the di↵erent council or housing associations, would be preferred to robust

standard errors. Clustering the errors would tackle a possible over-rejection of the null

hypothesis of no e↵ect. This is not possible, however, as panels are not nested within

clusters (i.e., individuals move over time between cities, regions, etc.).

12
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The income regression might su↵er from a bad control problem if the RTB purchase

a↵ects the individual hours worked. The variable has high explanatory power in the income

regression and omitting it biases the coe�cients of most variables, including the reduced-form

IV coe�cient of the maximum discount, which appears to be correlated with the ln(Hours)

variable in practice. This can be fixed in future research by using a di↵erent instrument.

In the Conservative support regression, it would be ideal to control for general politi-

cal preferences, which build additional confidence in the exogeneity assumption of the IV

analysis. This is not possible because of data limitations.

The IV analysis is as good as the instrument, which might not be perfectly exogenous in

practice. Thus, the findings of this paper are suggestive.

5 Results

5.1 Income Regression

Table 5.1 summarises the regression results. In the OLS regressions (1) and (2), after the

inclusion of the control variables, the time dummies and the individual and regional fixed

e↵ects, the RTB purchase has a statistically significant e↵ect on the income of RTB owners

compared to the income of social renters. The IV specifications (3) to (6) should tackle the

endogeneity and reverse causality bias. The e↵ect of an RTB purchase on the income of an

RTB owner, who was induced to purchase his house because of changes in the maximum dis-

count, is statistically insignificant from zero. These estimates are consistent. IV regressions

(5) and (6) split the sample between males and females. The coe�cients are very di↵erent,

with a female RTB coe�cient that is almost significant at the 10% level. This illustrates the

possibility for an e↵ect depending on sex. In this dataset, there are only 400 female RTB

owners, which a↵ects the power of the analysis. With a sample of more RTB instances, a

positive e↵ect of the RTB policy on females’ wages might be uncovered. However, in this

dataset the e↵ect is statistically insignificant for both groups.

The paper provides evidence that Thatcher’s aim to inspire practices of self-help and

prudence, which have positive financial consequences, was unsuccessful. The analysis indi-

rectly supports the findings of Disney and Luo (2017) that RTB owners buy their houses

because they are richer on average and indicates that their equation does not su↵er from

simultaneity bias. The real estate asset appears to be unproductive, at least in the short run.

This matches the qualitative findings of Payne et al. (2009) and Lemanski (2010), who find

that state-subsidised homeownership fails to reduce poverty levels. Temkin et al. (2013) find

13
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Table 5.1– Results
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positive capital gains realised by homeowners who purchased state-owned properties using

subsidies. Even if positive capital gains are realised by RTB owners, these capital gains do

not appear to help the income-generating process.

Fairlie’s (2012) and Adelino et al.’s (2015) findings that homeownership relaxes collateral

constraints, leading to entrepreneurship and income growth, are not supported by this paper.

This can be explained by the fact that the majority of RTB homes are purchased with a

mortgage due to the 100% guaranteed mortgage available from the local authority. This

limits the amount of additional credit that the individuals can take against the value of their

house.

5.1.1 Robustness

Income regressions (3) to (6) demonstrate there is no statistically significant income e↵ect

resulting from an RTB purchase. This creates some confidence that the null hypothesis

of no statistically significant relationship is not rejected with the inclusion of controls or

sample splits. The reader should note that despite being statistically insignificant, the RTB

coe�cient is sensitive to the inclusion of control variables, which can indicate potential

selection bias. This illustrates the need for another instrument, which builds more confidence

in the analysis. The findings are robust to the inclusion of the income outliers, and the

reduced-form coe�cient is also insignificant (see Appendix).

5.2 Conservative Support Regression

Table 5.2 summarises the regression results.

In the linear probability models (1) and (2), after the inclusion of the control variables,

the time dummies and fixed e↵ects, the RTB purchase has no statistically significant e↵ect

on the probability of an RTB owner to support the Tories compared to a social renter. This

outcome is rea�rmed by the coe�cient and the marginal e↵ect at means of the logistic

regression (3), where the probability of the outcome is bounded between 0 and 1.

In both the LPM and logistic regression, there is endogeneity as well as omitted variable

bias in the equation due to dataset incompleteness (e.g., political preferences). The IV

specifications (4) to (7) should tackle the endogeneity and omitted relevant variable bias.

An RTB owner who has been induced to buy their home because of the maximum discount

changes is 30% more likely to support the Conservative Party after the purchase compared

to a similar social renter who did not exercise the RTB option. These estimates are still

biased but consistent. Moreover, due to the fixed e↵ects, the analysis only looks at swing
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supporters as everyone who did not change their political preferences over the time period

is captured by the individuals’ dummies.

IV regressions (6) to (7) explore robustness by splitting the sample between males and

females. The e↵ect does not depend on sex.

Table 5.2 – Results

The results make intuitive sense because the policy has been deeply ingrained in the

agenda of the Conservative Party, which has been portraying itself as the party of homeown-

ers. Thus, the considerable increase of the beneficiaries capital wealth is likely to help the
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image of the party.

This paper extends the analysis of Field (1997) and Studlar et al. (1990) by looking at a

di↵erent sample period (1991–2008) and supports their conclusions of a significant positive

e↵ect on the probability of supporting the Conservative Party.

This weakens Huberty’s (2011) findings of no statistically significant relationship between

homeowners (created by policy-stimulating property ownership) and the Conservative Party

vote. He admits that his matching approach is unable to account completely for the selection

on unobservables. The IV approach theoretically does not have the same limitation.

5.2.1 Robustness

Regressions (4) to (7) illustrate a very robust, significant e↵ect on Conservative support

created by RTB purchases. This e↵ect does not depend on sample splits or the inclusion of

various control variables, building a lot of confidence in the findings. The fact that the paper

uses a di↵erent dataset and estimation techniques but reaches the same conclusion as past

research on the topic should reassure conservative MPs that the policy helped their party.
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6 Conclusion

Margaret Thatcher achieved an expansion of the Conservative electorate by making RTB

beneficiaries 30% more likely to support the Tories, but the RTB scheme failed to create a

statistically significant increase in beneficiaries’ income.

There are some important limitations to the analysis of this paper. Firstly, the IV analysis

is as good as the validity of its assumptions, which are rarely completely satisfied. Secondly,

the BHPS is the best dataset for the analysis of the RTB scheme but the number of RTB

owners in the sample is small. Thus, the findings of this paper are only suggestive.

If societies’ goal is to alleviate income inequality, we should explore alternative methods

in order to use the state capital more e�ciently. The Conservatives should weigh the costs

and benefits for their electorate if they decide to use the state’s resources in a di↵erent way.

The income inequality consequences of the policy are only one side of the token. Soci-

ety might be willing to sacrifice some state wealth to reduce the overall wealth inequality.

Whether the benefits exceed the costs remains a political debate and should be the focus of

future papers.
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Appendices

A Data Section

Table 3: Variable description
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Note: The natural logarithm is used instead of the levels of some variables because of an
attempt to make their distributions closer to the normal one.

Note: The variable ”Which party do you regard yourself as being closer to than the
others?” is chosen over ”If there were to be a General Election tomorrow, which political
party do you think you would be most likely to support?” because the second variable

might not capture the true preferences of the individuals. This is because people often vote
for strategic reasons (i.e., a person prefers a right-wing party instead of a left-wing one.
They are a true supporter of a small right-wing party but would rather vote for a bigger

right-wing party so that the big left-wing party does not have a majority.).
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Table 4: Maximum discount data from Table 682: Social Housing Sales: Annual Financial Data

on Right to Buy sales for England.

Table 5: Summary statistics.

Note: The dataset has been cleaned by setting any numerical codes for
missing/inapplicable values to ”.” so that they are not mistaken for real data.
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Frequency tables.
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Table 6: Means comparison
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Table 7: Means comparison

Note: The analysis does not di↵erentiate between council and housing association tenants
because both groups are eligible for the RTB purchase. Despite the two groups having very
similar characteristics, they still appear to have statistically significant di↵erences (Column
(5) and (6) in Table 7). For example, council housing tenants are a bit older, earn slightly
less and are more likely to be married than housing association tenants. This imbalance
between observables might indicate imbalance between unobservable characteristics.
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B Methodology

B.1 Income Regressions

Tables 8 and 9: First-stage regression/Reduced-form regression

Relevance test
Ho: Discount = 0

F(1, 19091) = 46.18
Prob > F = 0.0000

The reduced form coe�cient is also insignificantly di↵erent from zero, which builds additional
confidence in the findings of the main regression because:
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Figure A8: Hausman test: Income regression.

Note: Fixed e↵ects are better than random e↵ects. Random e↵ects assumptions are not
satisfied.

B.2 Conservative Support Regressions

Figure A9: Hausman test: Conservative support regression.

Note: Fixed e↵ects are better than random e↵ects. Random e↵ects assumptions are not
satisfied.

Relevance test
Ho: Discount = 0

F( 1, 30154) = 87.17
Prob > F = 0.0000
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Tables 10 and 11: First-stage regression/Reduced-form regression

Note: The reduced-form regression suggests that the decrease the maximum discount
increased the support for the Conservative Party by 3% for a 1 percentage point change in
the discount. This coe�cient must be capturing related policies which are a↵ecting the

resale of RTB properties. This suggests that there is still bias in the estimates.
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C Results

Table 12: Income regressions without the removal of the income outliers.

Note: The findings appear to be more robust to the inclusion of controls when the
income outliers are not dropped from the analysis.

Note: Due to the limited number of pages in the appendix and the large number of
estimated variables, the paper cannot report the full regression results. However, the full
tables can be reproduced using the submitted do-file.
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