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Executive summary

Key points

The analysis in this report examines the relationships between housing and labour
market behaviours, including geographic mobility, reservation wages (i.e. the
minimum wage that an unemployed individual finds acceptable), and job search
behaviour. It takes as its conceptual basis the Oswald thesis, the spatial mismatch
hypothesis (SMH) and job search models. Through regression analysis of
longitudinal data, it identifies some stylised relationships between housing
characteristics and behaviours and outcomes in the labour market.

Key regression model findings (after controlling for individual, household and
contextual factors) include the following.

¢ Individuals in private rental accommodation are approximately 15 per cent more
likely than outright owners to report moving in any given year.

e Owner-occupier mortgagors with low loan-to-value ratios (LVRSs) exhibit the
lowest rates of geographic mobility.

e There is some evidence that risk aversion is associated with reduced geographic
mobility. Risk-averse individuals in private rental accommodation are
approximately 2.5 per cent less likely to report moving relative to non-risk-
averse individuals in private rental accommodation.

¢ Unemployed owner-occupier mortgagors with low LVRs report lower rates of job
search and higher reservation wages than outright owners. Relative to outright
owners, their reservation wages are approximately 6 per cent higher.

e For the underemployed, geographic mobility does not appear to be associated
with greater attachment to the labour market.

Key findings

This report examines the linkages between housing, housing markets and the labour market.
The analysis is motivated in part by recognition that housing and housing markets play an
important role in facilitating the efficient operation of the labour market. The backdrop to this
report is an institutional environment, in terms of the labour market, that has undergone
substantial change over the past three decades. While the aggregate labour market outcomes
have proved to be reasonably robust over the past two decades, there is an understanding that
continued economic growth and prosperity will be contingent on a labour market that is flexible
and is supported by other policy settings that support labour market adjustment, including
housing policy.

The analysis presented in this report is quantitative in nature and follows from the interrogation
of the Household Income and Labour Dynamics in Australia (HILDA) Survey. The HILDA data is
a longitudinal survey that has been used widely in the social sciences, including economics, to
investigate labour and housing behaviours and outcomes of Australian households and
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individuals. The statistical analysis in this report examines key patterns in the data relating to:
geographic mobility; job search behaviours; reservation wage determination; and transitions
across different labour market states. In doing so, the analysis makes a novel contribution and
extends existing research by, among other things: considering the experience of individuals
classified as underemployed; exploring tenure and housing-related issues in a more nuanced
way than existing studies; and examining the impact of attitudes to risk on behaviour.

The analysis in this report addresses a series of research questions, as follows.

1

How does geographic mobility of households differ across tenures following the loss of
employment?

What effects do housing tenure and associated impediments to geographic mobility have on
the labour market and related behaviours for underemployed individuals?

What roles do tenure status and related housing costs play in job search and the
determination of reservation wages for the unemployed?

What impact does housing tenure have on labour market outcomes following economic
shocks?

What do the findings reveal about the role that housing policy plays in influencing geographic
and job mobility and behavioural responses to labour market shocks?

The key findings on the relationship between housing tenure and employment outcomes are as
follows.

Substantially lower rates of geographic mobility for owner-occupiers (mortgagors and
outright owners) compared with private renters (approximately 15 percentage points lower),
especially among mortgagors with low LVRs and those who own their homes outright (after
controlling for individual, household and contextual factors). Owners typically move for
lifestyle and reasons relating to the dwelling and not for work reasons.

A higher propensity for geographic mobility across unemployed and underemployed
individuals, although mobility is not largely influenced by work related reasons.

The potential role of house prices as a push factor in encouraging geographic mobility.
Housing costs and financial stress are strongly implicated in the dynamics of housing tenure
and labour market adjustment.

Risk averse individuals are less likely to exhibit geographic mobility over time.

Lower rates of job search (in the order of 0.25 fewer types of search methods) and higher
reservation wages (6 per cent higher) for owner-occupiers (mortgagors) with low LVRs
relative to outright owners and private renters.

Unemployed individuals tenured in private rental accommodation and social housing report
significantly lower reservation wages compared to outright owners and private renters (after
controlling for a range of socio-economic and demographic characteristics).

Housing-related financial stress is associated with significantly higher rates of job search
activity. Unemployed individuals who report not being able to cover housing costs use, on
average, an 0.4 additional search methods per month.

For underemployed individuals, geographic mobility does not appear to be associated with
greater engagement in the labour market.

Home owners are most likely to change jobs without moving address, compared with other
tenures.
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e There is some preliminary evidence that labour transitions from unemployment and
underemployment differ by tenure status. The strongest effects relate to transitions from
underemployment. Mortgagors with higher LVRs are most likely to transition into adequate
employment following a period of underemployment between consecutive time periods.

Policy development options

The findings from the analysis have some important implications for housing-related policy
development. Broadly speaking, these can be couched in two key areas.

Tax policy

Like earlier studies, the analysis in this report identifies the relatively high rates of geographic
mobility among private renters (Productivity Commission 2014b). The geographic mobility of
home owners, especially outright owners, is substantially lower than that exhibited by private
renters. From an economic perspective, it is widely accepted that transaction taxes such as
stamp duty tend to reduce the geographic mobility of owner-occupiers. This reduced mobility is
one of the key considerations that drives the results of the Oswald thesis—that is, that the
systemic rises in the level of unemployment experienced by economies over time can be linked
to increases in home ownership rates. By curtailing the geographic mobility of individuals and
households, the ability of individuals to respond to adverse labour market shocks is diminished,
and higher rates of unemployment may eventuate.

It is important to note that the institutional environment in Australia is characterised by
favourable tax treatment for owner-occupied housing. Both implicitly and explicitly, the tax
system in Australia favours owner-occupation as a preferred form of tenure. While such a bias
may be well-grounded, given the extent of private and social benefits that derive from owner-
occupation, this also potentially presents a problem to the extent that owner-occupation as a
form of tenure exceeds a level consistent with economic efficiency and the efficient functioning
of labour markets.

From a policy perspective, the analysis in this report, and the institutional environment more
generally, highlights the need to ensure that tax policy is as neutral as possible—that is, that it
does not favour one tenure unduly over another. An obvious starting point for such a change in
policy is the introduction of broad-based land taxes in lieu of stamp duties. While limited moves
have been made in this direction, such a policy would likely offer a range of advantages to
governments and individuals alike, offering overall enhancements to efficiency while minimising
the negative impact of tenure choice on the ability of individuals and households to respond to
adverse labour market shocks.

Transfer policy

Private renters exhibit substantially higher rates of geographic mobility than individuals in other
tenures. In Australia, private renters who qualify for any of a range of government payments
may receive a rent subsidy in the form of Commonwealth Rent Assistance (CRA). A key benefit
of CRA is that it follows the household; unlike public or social housing, CRA is not lost by
moving to a region where better employment opportunities are available. Indeed, over time,
CRA has become the dominant form of housing assistance. Given the differences in rental
markets across Australia, it is possible that consideration could be given to providing CRA at
rates that reflect local housing market conditions. This may better facilitate the mobility of
individuals and households to regions that offer better opportunities for employment and
economic advancement, but with higher housing costs. In a similar fashion, public housing
policy could be revised to ensure that such assistance is delivered in a way that removes
potential impediments for individuals to engage in the labour market.
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More generally, the analysis in this report highlights the need for the unemployed to receive
support in a comprehensive manner. While there is little direct evidence that unemployed
people across tenures (including those in social housing) differ in their job search intensity, the
analysis highlights the need to ensure that effective and efficient support is provided for those in
receipt of housing assistance to return to gainful employment. Indeed, recent reports by the
Productivity Commission (2015) and the New South Wales Government (2015), emphasise the
need for tenants in public housing to receive support that is comprehensive and
complementary, in a way that provides opportunities to engage with the labour market. Such
policy responses may encompass support for individuals to upgrade skills, and provide
measures that facilitate geographic mobility so as to ensure that individuals locate to regions
with strong employment prospects. There is a critical need for the supply of new social housing
to be located in areas with strong employment growth, including entry level and key worker
employment that is accessible to public transport, social infrastructure, and services (NSW
Government 2015). Further, initiatives that facilitate mobility for home owners, to avoid them
being ‘trapped in place’ in areas with limited economic prospects, may enhance the efficient
operation of labour markets over time.

Background to the study

This report forms part of an AHURI Inquiry into housing policies, labour force participation and
economic growth. The research in this report examines some key linkages between housing
and labour markets. The analysis was motivated by the recognition that housing and housing
markets are a critical component of an ‘efficient economy’ more generally. The research is
informed by the Oswald thesis (1996; 1999) and the SMH (Kain 1968), and the job search
models which underpin these theories. The empirical analysis focuses on a number of key
economic behaviours: the geographic mobility decision, the level of job search intensity and the
level of reservation wages:.

The study is set in the context of an Australian economy that has undergone significant
structural change over the past three decades. In the labour market there has been a sustained
move away from the traditional centralised bargaining approach, with wage determination
shifting towards the enterprise and individual workplace levels. While such changes have
sought to increase the flexibility of labour markets, arguably they have also made employment
more precarious and in doing so potentially created impediments to adjustment in the labour
market. In the housing context, owner-occupation remains the dominant form of tenure,
notwithstanding increasing prices over time, especially in the capital cities. Moreover, despite
relatively strong employment performance over the past two decades, there is increasing
concern around the sustainability of growth and productivity improvements over time. It is likely
that housing markets and housing policy can play an important role in facilitating growth by
supporting continued labour market adjustment over time.

The analysis is quantitative in nature and uses the Household Income and Labour Dynamics in
Australia (HILDA) dataset for the statistical analysis. The HILDA is a large panel dataset that
tracks Australian households and their occupants annually over a period of 14 years, beginning
in 2001. The dataset contains an array of information about the characteristics of households
and their occupants, along with detailed information on their behaviours over time. The data has
been widely used in social sciences research for this reason.

1 The reservation wage represents the lowest wage at which an unemployed individual will accept an offer of
employment.
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The statistical analysis uses the full 14 waves of the HILDA data available at present. The
geographical focus of the analysis is Australia. The empirical research focuses on three main
behaviours.

e Geographic mobility decisions across waves of HILDA. Separate analysis was undertaken
for groups including the unemployed, the underemployed and couples. Moreover, alternative
types of geographic mobility were analysed, including moves across distinct spatial units.

e The job search intensity of unemployed individuals.
e The level at which the reservation wage is set for unemployed individuals.

For each analysis, the key focus is on tenure and housing-related determinants of behaviour.
Broader socio-economic determinants of behaviour are also incorporated in the empirical
analysis.

The analysis in this report extends our existing understanding of mobility and other labour
market related behaviours in a number of ways. First, the use of the HILDA data allows for the
incorporation of controls for unobserved heterogeneity across individuals.2 Further, the analysis
examines the underemployed, a group that has received little attention previously but for whom
the labour market may be characterised as leading to an inefficient outcome. In addition, the
empirical analysis considers the issue of geographic mobility and job mobility jointly. Finally, a
measure of risk is incorporated into the analysis.

2 Unobserved heterogeneity refers to differences across individuals that cannot be observed. For example,
motivation is a characteristic of individuals that is not measured accurately but may help explain behaviours such
as engagement in the labour market.

AHURI report 280 5



1 Introduction

A labour market that facilitates adjustment to shocks and enables workers to take
advantage of employment opportunities is central to ensuring continued economic
prosperity by enhancing the efficient functioning of an economy. Moreover, it has
been recognised for some time that housing markets can play a critical enabling
role, ensuring that labour markets can function effectively by facilitating geographic
mobility (Productivity Commission 2014b; Meen 2013).

Over the past three decades, a range of policy changes associated with labour
markets and economic developments more generally have resulted in a prolonged
period of economic growth. These policy changes have included substantial
deregulation of the labour and credit markets, along with an opening of the
Australian economy generally to the forces of internal and external competition.
While institutions such as the Productivity Commission have argued that such
changes have been largely beneficial (Banks 2005), there is recognition that in at
least some dimensions housing markets and housing-related policy settings have
the potential to inhibit future productivity gains (Productivity Commission 2014).

Against a backdrop of at times rapidly rising house prices, a range of policy settings
have continued to encourage home ownership as the dominant and arguably most
desired form of tenure. At the same time, housing assistance measures have been
redirected away from in-kind transfers such as social housing and have instead
relied on direct subsidies for those in private rental markets. It is in this context
that the effects of housing tenure and housing policy on labour market behaviours
and outcomes is examined.

The analysis adopts an economic approach. Economic agents (individuals and
households) are assumed to compare the costs and benefits of alternative actions
and make utility maximising decisions subject to the set of constraints faced. We
explicitly explore how housing tenure impacts on those costs and benefits, and the
relationship between tenure and labour market related decisions.

This report examines the relationship between housing and labour market behaviours. The
methodological framework is one that is informed by ideas of neoclassical economics. The
research questions that are investigated reflect the empirical observations around the
behaviours of economic agents (individuals and households) in response to a ‘shock’ that
triggers micro-economic adjustment. This perspective has shaped much of the research on
housing behaviours (see, e.g., Clark 2012; van Ham 2012). Our approach is extended to
incorporate: spatial context; life cycle dimensions, through a focus on age and family formation;
and institutions in discussions of policy implications. The analysis that is reported reflects this
conceptual framework and is quantitative in nature.

This chapter contains three significant components. We begin by providing some background to
the research by examining why outcomes and behaviours in the labour market are likely to be
related to housing. In doing so, we describe briefly the underlying economic model of behaviour
that motivates the analysis, and more importantly, identify existing literature that has examined
the outcomes and behaviours of interest. We also present some contextual information that is
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important for understanding the motivation for the analysis. Over the past 30 years, significant
changes have occurred in the housing environment in Australia. At the same time, labour and
credit markets have also undergone significant reform and change. An understanding of the
institutional changes that have occurred is critical for identifying how policy and the economic
environment shapes individuals’ and households’ decisions around work and housing. More
significantly, it provides an opportunity to identify what policy instruments may be required to
shape better outcomes in the future. Finally, we present briefly the methodological approach
that has been adopted in this study by introducing the data that has been used in the analysis.

1.1 The relationship between housing and labour markets

For some time it has been recognised that housing and housing markets are closely tied to the
efficient functioning of the economy (Meen 2013; Oswald 1996). The focus of the research in
this report is the relationship of housing to outcomes and behaviours in the labour market.
These behaviours and outcomes take a number of forms and include decisions around
geographic mobility, job search and reservation wages. In a very general sense, the analysis
seeks to extend our understanding of the role of housing in shaping the productivity of the
Australian economy.

Many Australian households aspire to home ownership at some point of the life cycle. More
generally, it is well established that the ability of households to attain a desired housing tenure
is closely related to the capacity and opportunities to actively participate in the labour market. In
this sense, it is important to recognise that the relationship between labour and housing markets
is bi-directional. An individual’s or household’s labour supply shapes demand for housing, and
in turn housing markets can shape household decisions and labour supply.

What is less well understood is how alternative types of tenure might in fact impact upon the
capacity of individuals and households to obtain and participate in paid work. Moreover, we
know little about how tenure influences labour market behaviours in the context of economic
restructuring and the growth of more non-standard forms of employment, including
underemployment. This project investigates how housing tenure may be associated with labour
market adjustment and the quality of re-employment in the face of an economic shock such as
unemployment or underemployment.

The conceptual starting point for this research is the spatial mismatch hypothesis (SMH) and
the Oswald thesis. While both perspectives argue that outcomes in housing markets and labour
markets are intrinsically linked, the SMH and Oswald thesis are nonetheless distinct. The SMH,
initially proposed by Kain (1968) to explain disparities in employment outcomes among African
Americans, asserts that high rates of unemployment among lower-skilled individuals can be
linked to segregation in housing markets coupled with the limited availability and accessibility of
jobs where large numbers of these workers reside. In contrast, the Oswald thesis posits a
causal relationship between rates of home ownership and the level of unemployment in an
economy (Oswald 1996). What is common across both perspectives is the view that housing
markets influence the spatial sorting and containment of households into areas with higher and
lower employment prospects. Furthermore, that this spatial sorting and containment can exert
an independent effect on behaviour and outcomes in labour markets, and therefore aggregate
rates of employment and unemployment.

A key mechanism by which this independent effect is thought to occur is through potential
enablers and impediments to geographic mobility that tend to be tenure specific. Features of
housing markets, such as high transaction costs or low elasticity of supply, may inhibit
individuals and households from relocating to regions and cities where employment
opportunities are greater, and in doing so limit long-term economic growth. For example, the
sale and purchase of housing by owner-occupiers is generally considered to have relatively high
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costs, both in a financial and non-financial sense, relative to the costs incurred by renter
households. For those in social housing, geographic mobility may also have high costs,
because of the potential loss of a subsidised secure housing tenure following a geographic
move (Productivity Commission 2014: 262—271; Productivity Commission 2015).

Tenure-specific policies related to the taxation of housing, rental assistance and public housing
have also been identified by government agencies in the past as important impediments and/or
enablers of geographic labour mobility (AIHW 2013; Wood, Stewart and Ong 2010; Department
of Treasury 2010).s More recently, researchers have identified the potential ‘lock in” and ‘lock
out’ effects associated with uneven house price growth in job-rich and job-poor regions, and
with negative equity related to house price decline that may ‘trap’ home owners in place. The
evidence on these effects for owners remains mixed, with some studies identifying that such
developments can act to inhibit relocation between regions, and, in the event that commuting is
not viable, impede economic growth (Ferreira, Gyourko et al. 2010; Donovan and Schnure
2011). Other studies find that highly leveraged owners are more likely to make inter regional
moves to take up job offers (Coulson and Grieco 2013; Demyanyk, Hryshko et al. 2016).
However, the impact of negative equity or high debt on geographic mobility will be influenced by
policies relating to the way negative equity or loan default is governed in each jurisdiction. For
instance, the process of mortgage foreclosure in Australia has differed greatly from the United
States (US), where there have historically been fewer restrictions for ‘handing back the keys’ on
defaulted loans and therefore capacity to more easily relocate. Others have noted how the
potential losses associated with geographic mobility can discourage risk averse individuals from
making employment and or residential location changes (Kan 2003).

1.2 The policy context

In considering the relationship between housing and labour markets, of particular interest in this
research is the issue of geographic mobility and how it may enhance the efficient functioning of
labour markets. To gain an understanding of how policy has shaped these outcomes, we briefly
review developments in housing and labour markets in Australia over the past two decades.
This effectively ‘sets the scene’ for the conceptual and empirical discussion by providing an
institutional and policy context within which the analysis in this report can be considered.

1.2.1 Labour market developments in Australia

Historically, the labour market in Australia was relatively highly regulated. This was best
exemplified by the extensive set of award wages that established a well-defined set of relative
wages across industries and occupations. The award wages themselves reflected the collective
bargaining model by which wage setting in Australia was determined. A defining feature of the
Australian centralised wage system was a dispute resolution process that placed arbitration and
conciliation at its core (Wooden 2001).

The labour market began to undergo significant change during the 1980s. Initially, change was
driven by the Accord process between the Hawke—Keating Labor governments and the
Australian Council of Trade Unions (Wooden 2001). These arrangements provided for wage
restraint at the macro level during the 1980s and laid the ground work for more extensive
changes in industrial relations during the 1990s. In particular, throughout the 1990s, successive
governments deregulated labour markets so that wage determination was decentralised, initially
to the enterprise level and increasingly to the individual workplace level. During the 2000s, the

3 When used in this report, the terms geographic labour mobility and residential labour mobility refer to a change
in address or residential location.
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Howard government introduced the Work Choices legislation, which was in part designed to
facilitate negotiation between individual employees and employers. While constitutional
considerations meant that employee—employer relations were increasingly the purview of the
Commonwealth Government, similar changes occurred at the state level. Indeed, this period,
beginning in the 1990s, could be characterised as one in which the labour market was
substantially deregulated in an effort to encourage greater productivity and efficiencies.

The performance of the Australian labour market over the past two decades can in general be
described as remarkably robust, with a trend decline in unemployment and only a modest
increase in unemployment following the Global Financial Crisis (GFC). Nonetheless, it is
important to note that other measures capturing the health of the labour market show some
deterioration. For example, the underemployment rate, which captures the extent to which
individuals would like to work additional hours but cannot do so, has exceeded the official
unemployment rate since the early 2000s (Campbell, Parkinson et al. 2014). More generally,
the increase in total employment has largely been dominated by growth in part-time
employment, much of which reflects higher rate of labour force participation rates by females
and growth of service sector employment (Wilkins and Wooden 2014). Prior to this, however,
the performance of the Australian labour market was mixed. During both the early 1980s and
1990s Australia experienced deep recessions, during which unemployment increased to
historically high levels. While unemployment did decline over time, in each instance it was a
gradual decline, with unemployment declining to levels that generally exceeded the levels
experienced during the 1970s.

The higher rates of unemployment during these years also reflected the substantial structural
change that was occurring in the Australian economy. One response to the economic
challenges of the 1980s was to substantially deregulate various parts of the economy and open
them to international competitive forces. Hence, during the 1990s Australian governments
successively reduced the tariff and protections for local industries. These changes contributed
to the significant structural change that the Australian economy experienced during the 1980s
and 1990s. Such change is highlighted by the secular decline in the relative importance of
manufacturing in the Australian economy, particularly in traditional manufacturing states such as
Victoria and South Australia. These industries continue to wither, exemplified by the decision of
car makers to abandon local manufacturing in Victoria and South Australia by 2017 (Productivity
Commission 2014a).

The other significant development that has occurred since the early 2000s in the Australian
labour market and economy more generally is the transformation associated with the mining
boom. Around the turn of the century, growth in Asian markets, especially China and India,
fuelled a large increase in demand for Australian resources. In particular, exports of iron ore and
coal increased rapidly, and more recently a series of major gas projects have begun to come
online. This increased demand led to rapid expansion of resource projects, which drew labour to
the resource-rich states. Figure 1 presents the rate of net interstate migration over the decade
2005-15, highlighting the large net gains for the mining states of Queensland and Western
Australia. One interesting feature of these developments is that the increased labour demand
during the construction phase of these resource projects was often met through the use of fly-in
fly-out (FIFO) workers, who were tenured in employer-provided housing (Productivity
Commission 2014b).
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Figure 1: Net interstate migration flows, 2005-15
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It is within the context of these changes in the labour market that developments in the housing
market are of particular interest, in part because housing markets have the capacity to facilitate
the efficient functioning of labour markets through enabling or constraining workers in being
able to live in close proximity and/or ready access to employment opportunities.

1.2.2 Housing market developments in Australia

Perhaps the defining characteristic of housing in Australia is the primacy of ownership as a form
of tenure. Since the Second World War, home ownership has been encouraged through explicit
and implicit policy settings. Indeed, in the post-war environment, home ownership was seen as
a desirable social goal and this period saw a sustained increase in the rates of home ownership.
By the 1960s, around 70 per cent of Australian households were owner-occupiers; either
outright owners or mortgagors (Kryger 2009). This proportion has remained relatively stable
over time, notwithstanding more recent concerns that home ownership is becoming increasingly
difficult to attain for younger generations. Indeed, there is some evidence that younger cohorts
are less likely to attain home ownership at the relatively high rates of their parents. To date,
sustained rates of home ownership have been shaped by the trade-offs that new buyers make,
including their preparedness to relocate to new housing estates further away from large and
central labour markets (Burke, Stone et al. 2014; Flood and Baker 2010).

Beyond home ownership, approximately 25 per cent of Australian households live in private
rental tenures, with the remaining 5 per cent in public or social housing. Social housing was
traditionally strongly linked to industry, providing an accessible workforce close to major
employers. It has now become a housing choice of last resort for those most disadvantaged,
and is characterised by long waiting lists. Rather than providing in-kind transfers through public
housing, housing-related assistance has more recently been targeted through Commonwealth
Rent Assistance (CRA). CRA is now received by approximately 1.35 million income units and is
characterised by rapid growth over time relative to other forms of housing assistance (Australian
Institute of Health and Welfare 2016). Expenditure on CRA in fiscal year 201415 exceeded
$4.5 billion, with nominal expenditure increasing by over one-third between 2010 and (AIHW
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2016). Importantly, CRA offers substantially more flexibility than other forms of housing
assistance, in that it is not location specific, but rather follows the household—an important
policy mechanism for providing households with greater choices of where to locate. This is
perceived as a major advantage over other forms of housing assistance, such as social or
public housing, which may be lost if a household is geographically mobile.

Although the flexibility offered by CRA is seen as a key advantage of this particular policy tool,
the private rental sector in Australia offers limited regulation by way of international comparison.
In particular, constraints associated with leases offering long-term security, absence of rent
controls and an inadequate supply of affordable dwellings at the low end of the market have
been identified as key concerns around the private rental sector (Hulse, Milligan et al. 2011;
Hulse, Reynolds 2015). One consequence is that despite receiving CRA, a substantial number
of households continue to experience affordability stress over a prolonged period of time
(Stone, Parkinson et al. 2016; Wood, Ong et al. 2014).

In most cases, private rental tenures are owned by individual investors who benefit from
arrangements that provide tax relief for investor owners. Indeed, this form of investment has
been increasingly viewed as an important part of retirement planning, underpinned by generous
tax concessions through negative gearing (Seelig, Thompson et al. 2009; Wood and Ong 2013;
Yates and Bradbury 2010). Like privately owned rental tenures, home ownership is treated
advantageously from a tax and transfer perspective. In general, the family home is excluded
from means tests that are applied to publicly funded transfers. Similarly, owner-occupied
housing is exempt from capital gains tax and the imputed rent from owner-occupied housing is
not considered part of income. It has been argued that such arrangements provide a strong
incentive to over-consume and over-invest in housing (Bradbury 2008).

From a labour and geographic mobility perspective, institutional arrangements associated with
owner-occupied housing potentially provide incentives to be less mobile than might otherwise
be the case. Such tendencies are exacerbated by the reliance of state and territory
governments on taxes from the transfer of real property. Unlike many other countries, Australia
does not have a broad-based land tax, but rather relies on stamp duties or transfer taxes that
are imposed on the transfer of property. There is clear evidence from both Australia and abroad
that such taxes act as a disincentive for households to move house over time (Davidoff and
Leigh 2013; Van Ommeren and Leuvensteijn 2005). To date, only the Australian Capital
Territory (ACT) has initiated changes that, over time, will see such taxes replaced by a broad-
based land tax (McLaren 2013).

The other key characteristic of the Australian housing market that is relevant for the analysis in
this study is the relatively high price of housing in Australia. Though direct comparisons are
difficult because of the specific institutional arrangements across countries, it is widely
recognised that the price of owner-occupied housing in Australia is relatively high. This is
particularly so in the case of the major capital cities, such as Sydney and Melbourne (RBA
2014). In Australia, the experience over time has been of periods when housing prices
increased rapidly, followed by periods when they plateau. For example, the Reserve Bank of
Australia (RBA) notes that in the decade up to 2003, housing prices increased by around two-
thirds relative to income (2014). Such developments are, of course, driven by a variety of
considerations. Figure 2, which tracks the real price of housing across capital cities over 2003—
16, shows clearly the rapid increase in prices in Perth that occurred in conjunction with the
resources boom during the 2000s. Similarly, it shows that price growth has tended to moderate,
and indeed in some cases prices have decreased, as the peak of the resources boom has
passed.
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Figure 2: Capital city house prices, 2003-16
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One feature of house prices in Australia that is striking from Figure 2 is the moderation, as
opposed to decline, of house prices during the GFC. Unlike many other countries, house prices
in Australia did not exhibit a significant fall during the period 2007-12. This was in part because
of the sustained demand for resources from major international trading partners. While
unemployment increased somewhat during this period, it remains the case that the impact on
Australia was more muted than for most industrialised countries—notwithstanding a relatively
large increase in the level of underemployment, which continues to persist (Wilkins and Wooden
2014). As of May 2016, the underemployment rate of 8.4 per cent exceeded the pre-GFC level
of 5.9 per cent. Moreover, underemployment disproportionally affects females (10.3%) relative
to males (6.8%) (ABS 2016b: 27).

1.3 Existing research

Empirical research considering the relationship between housing tenure and labour markets has
relied on a mix of aggregate and/or macro data, while more recent studies have also considered
microdata at the individual or household level. Many of these studies are discussed in

Chapters 2 and 3. Early research tended to concentrate on the implications of the Oswald thesis
and SMH for the aggregate unemployment rate—that is, those studies tried to identify evidence
that higher home ownership rates were linked to higher unemployment rates. While some early
studies identified a positive relationship between the level of unemployment and home
ownership across a variety of countries (Oswald 1996; Oswald 1999; Isebaert, Heylen et al.
2015), subsequent studies failed to verify the earlier results or found a somewhat more muted
relationship (see e.g. Flatau, Forbes et al. 2002a; Green and Hendershott 2001a). In particular,
later studies found that the nature of the estimated relationship was potentially sensitive to the
time period and spatial coverage of the data used. In some cases, a negative relationship
between the level of home ownership and the level of unemployment was found; the opposite of
the relationship hypothesised under the Oswald thesis.

Since the work of Kain (1964) there has been a plethora of studies framed by or directly setting
out to test the SMH in order to explain differences in employment outcomes between
segregated groups of workers across locations. Spatial mismatch studies often rely on macro
measures of accessibility to jobs that is then linked to a range of employment outcomes or
behaviours (Zenou 2013). Many earlier SMH studies that focused on racial segregation and
employment outcomes considered the experience of the US. More recent studies examine
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access to jobs by lower-skilled workers, not defined by racial segregation but rather by ‘lock out’
effects associated with declining affordability and processes of inner urban gentrification that
has seen the displacement of lower-skilled workers to low-cost housing markets away from job
opportunities. The latter perspective is more typically applied to the Australian setting, where it
is argued that racial segregation is not as marked as a process of segregation as it is in the US.
Rather, Australian markets are becoming increasingly segregated by affordability and incomes
across all low-income or lower skilled workers, regardless of racial background (Nouwelant,
Crommelin et al. 2016; Berry 2006).

Recent studies examining the links between housing and labour market adjustment outcomes
have tended to rely on micro-level data at the individual or household level. These studies have
been motivated, at least in part, by greater insight into the underlying relationships between
housing and behaviour and outcomes in the labour market. Such analyses have drawn on
cross-sectional and panel survey data and been informed by search and matching models in
the labour market (Munch, Rosholm et al. 2006). Such models posit that relationships observed
in the aggregate data reflect the underlying optimising decisions on the part of economic
agents. In the context of a job search model, for example, a successful match for an
unemployed individual with an employer will be driven by the costs and benefits associated with
search behaviour and the matching process. Housing, and the constraints imposed by housing
tenure, potentially represent an important consideration in such a setting. For example, the
constraints imposed by a mortgage may impact on the intensity of job search activities and the
willingness of an unemployed individual to accept an offer of employment. Similarly, the cost
associated with moving for a household may be an important determinant of whether an
individual accepts an offer of employment and therefore the duration of an unemployment spell.
The findings from such studies that have looked at more nuanced relationships, however,
remain mixed and leave a range of questions unresolved.

In this study we extend the micro-economic approach and make an original contribution on a
number of levels. First, the analysis is one of the few Australian studies that have considered
the various dimensions that underlie the relationship between housing and labour markets. The
analysis in this report extends earlier analyses by considering more contemporaneous data and
incorporating a range of controls that have not been used previously. Like earlier studies, we
consider the relationships between patterns of geographic mobility, employment status and
housing tenure. In addition, we consider a range of related behaviours and outcomes, including
job search activities and changes in reservation wages among the unemployed. Further, we
examine issues related to the quality of employment and how behaviours are affected by
underemployment. Moreover, unlike some earlier studies, the analysis utilises a rich panel
dataset that allows for the incorporation of controls for unobserved heterogeneity across
individuals.

The specific research questions considered in the report are as follows.

1 How does geographic mobility of households differ across tenures following the loss of
employment?

2 What effects do housing tenure and associated impediments to geographic mobility have on
the labour market and related behaviours for underemployed individuals?

3 What roles do tenure status and related housing costs play in job search and the
determination of reservation wages for the unemployed?

4 What impact does housing tenure have on labour market outcomes following economic
shocks?

5 What do the findings reveal about the role that housing policy plays in influencing labour
market mobility and behavioural responses to labour market shocks?
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1.4 Research methods

1.4.1 Methodological framework

The analysis in this project and the conceptual framing of the broader AHURI Inquiry is
economic in nature, so the conceptual framework guiding the analysis and methodological
approach draw on economic theory. More specifically, assumptions of the behavioural
preferences and decisions underpinning geographic mobility, job search and reservation wage
decisions have their origins in a neoclassical economic framework.s This approach is
generalised to incorporate life-cycle measures, contextual considerations, and the broader role
of policy intervention in shaping behavioural outcomes. The strength of the economic approach
is that it provides a coherent theoretical framework through which to understand the behaviours
of economic agents.s One limitation with the approach is that it provides a relatively stylised way
with which to characterise decision-making on the part of agents. Notwithstanding this limitation,
the framework provides one means by which to analyse the behaviours and outcomes of
economic agents in a quantitative fashion.

The general approach in neoclassical economics is to argue that economic agents make the
best possible decisions given the constraints that they face. They do so by comparing the costs
and benefits of alternative decisions. The manner in which this is usually formalised is that
agents are assumed to maximise utility subject to a budget constraint. Utility can simply be
considered a measure of well-being or satisfaction, where that well-being is derived from
consumption of goods including housing. In this setting, interest is generally focused on how
behaviour and outcomes change when the constraints that agents face are altered. It is
important to emphasise that the constraints faced by agents will be driven by a range of factors,
including the agents’ own decisions, policy decisions by governments and wider economic
conditions.

The analysis in this report will consider how the behaviours and outcomes experienced by
economic agents differ across housing tenures. Our principal interest relates to the implications
of these differences for labour market behaviours and outcomes. As a starting point, we argue
that housing tenure, among other considerations, has important implications for the constraints
faced by individuals and households. Put another way, the costs and benefits associated with a
decision will differ depending on the nature of housing occupied. At this point, an obvious
question to pose is: why and how might the constraints and costs faced by households differ by
tenure status?

There are a number of ways in which housing tenure affects the costs and benefits associated
with various decisions. In some cases, the differences in costs and benefits are directly linked to
housing tenure, while in other cases they are only indirectly influenced by housing. For
example, housing tenure directly affects the costs associated with geographic mobility.
Differences in the costs faced by economic agents are likely to shape the responses observed

4 It is important to emphasise that while a neoclassical approach is adopted for the purpose of this report, there
are alternative ‘economic approaches’ to understanding the behaviours and outcomes considered in this report.
In particular, neoclassical economics emphasises: the rationality of economic agents in comparing outcomes via
their preferences; the maximisation of utility (profits) for individuals (firms); and agents acting independently in
their own self-interest. Alternative approaches, such as institutional economics, see markets and market
outcomes as a result of the complex interactions between individuals, firms, states and social norms.

5 Throughout the discussion, we will refer to ‘economic agents’ without identifying exactly the nature of the agent.
In many cases, decisions are made by individuals, while in other cases, decisions are made by ‘households’.
Clearly, who or what the relevant economic agent is (either an individual or a household) may be an important
consideration when analysing behaviour from an economic perspective. For example, in a household context,
decisions may be made jointly by all adults in the household or simply by someone who is designated the
‘household head’. While important, we will abstract from this distinction at this point in time.
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across households in the face of adverse employment shocks, such as a spell of unemployment
or underemployment. In a similar fashion, housing-related considerations may impose
constraints on economic agents that shape their behaviours. For example, households that
have a mortgage may face a large financial penalty if loan repayments are not maintained;
faced with the prospect of repossession, such households may be more willing to accept a
lower paid job in the face of an adverse employment shock.

In other instances, constraints faced by households may reflect past decisions, only some of
which are directly linked to housing. Investment in human capital through education early in life
generally results in individuals having a wider range of labour market opportunities available to
them. This may, for example, provide an opportunity for a household to move to a region that
offers superior employment opportunities. That is, the investment in education may shape
decisions in both labour markets and housing markets. In a similar vein, the purchase of
housing assets in the past may facilitate the accumulation of wealth that provides opportunities
not available to households in rental tenures. To the extent that such wealth provides
opportunities to move in the face of economic shocks, such as unemployment or a prolonged
period of underemployment, the outcomes in housing and labour markets are likely to be linked.

The relationship between housing and labour market outcomes, and the economic drivers of
this relationship, are of policy interest for a number of reasons. While all economic agents have
an obvious need for housing services, the relationship between housing and labour market
outcomes is likely to be an important determinant of the overall functioning of the economy
(Zabel 2012; Blanchard and Katz 1992). Similarly, the Productivity Commission (2014b) notes
that housing markets that create opportunities for adjustment are critical for a well-functioning
labour market in which workers are matched with high-paying productive jobs. Such an outcome
is most likely to be achieved through an appropriate mix of geographic mobility and geographic
labour mobility (e.g. commuting and telecommuting). Housing-related policies such as those
that impose high transaction costs on the sale of a property, or social housing policies that
discourage geographic mobility, are likely to impede the achievement of an efficient outcome.
The Productivity Commission notes that, ‘(A) well-functioning housing market is critical for
labour mobility and efficient allocation of resources across the economy’ (2014b: 262). Similarly,
it has been argued that one of the reasons for the economic success of the US is the capacity
of its residents to ‘move where the jobs are’ (Zabel 2012; Blanchard and Katz 1992).

The key assumption of the economic approach is that agents balance the costs and benefits of
their decisions while taking into account the constraints they face. In many instances, those
costs and benefits are likely to be tenure specific. Moreover, housing markets and housing
policies will be an important determinant of the costs and benefits that individuals face. In
Chapters 2 and 4, we more fully explore the nature of the hypothetical linkages between
housing and labour markets.

1.4.2 Data

The empirical analysis in this report uses the HILDA dataset. The HILDA Survey has been used
widely for studies examining behaviours within the social sciences, including economics. The
HILDA Survey provides specific advantages for the analysis presented in this report for a
number of reasons. First, HILDA contains detailed information at both the individual and
household level. The availability of detailed socio-economic and demographic information is
critical for understanding the constraints and drivers of behaviours in labour and housing
markets. For example, early cross-sectional studies failed to distinguish distinct labour market
states, by considering unemployment and ‘not in the labour force’ (NILF) simply as ‘non-
employment’ (Winkler 2010). Further, the in-confidence HILDA dataset contains detailed
geographic measures that can facilitate analysis of mobility at finer spatial levels. Importantly,
the HILDA data is longitudinal in nature, which provides a number of advantages over the cross-
sectional data that has commonly been used previously. The data allows for the behaviours of

AHURI report 280 15



economic agents over time to be examined, in addition to providing the opportunity to control for
unobserved heterogeneity across agents.

The analysis of geographic mobility in Chapters 2, 3 and 6 is based on a pooled dataset of 14
waves of the combined individual file from HILDA. The longitudinal nature of the data means
that it is possible to identify those individuals who are geographically mobile across consecutive
waves of HILDA. Moreover, the detailed personal and labour market related information
facilitates analysis of behaviours for the unemployed in Chapters 4 and 5.

Outcome variables

The statistical analysis in this report focuses on a number of behaviours and outcomes. The first
behaviour of interest is geographic mobility. Our analysis considers 13 time periods where
individuals and households are observed to be at risk of making a move or actually do make a
move. This extensive period of data allows geographic mobility to be captured across the life
course with sufficient sample numbers to draw statistically robust findings. We distinguish our
analysis further by defining different types of moves. The analysis considers ‘any move’ as
being a change in address across waves of HILDA, along with mobility across distinct spatial
units. Hence, analysis is undertaken of mobility across Statistical Area Level 2 (SA2), Statistical
Area Level 3 (SA3), and interstate moves. An SA2 is a spatial unit that captures a community
that interacts socially and economically. There are 2,196 SA2s defined across Australia.
Further, there are 333 SA3s in Australia, where each SA3 represents a group of SA2s that
share similar regional characteristics (ABS 2016). The primary analysis of geographic mobility is
presented in Chapters 2 and 3, though additional aspects are considered in Chapter 6, where
the analysis is extended to consider joint decisions regarding job and housing mobility.

The second set of behaviours of interest are those of the unemployed; namely the level of job
search intensity (Chapter 4) and the reservation wage (Chapter 5). In both cases, the variable of
interest is a key component of job search models. The richness of the HILDA data provides an
opportunity to consider these behaviours for a set of unemployed individuals across tenure

types.

Finally, in Chapter 6 we provide some evidence on the relationship between housing tenure and
labour market outcomes by considering the employment-related transitions for the unemployed
and underemployed.

Independent variables and controls

Key measures of interest in this research are housing-related variables. That is, we are
particularly interested in how the outcomes and behaviours identified above are associated with
housing-related measures. Importantly, we construct a more nuanced tenure classification from
the original tenure variable in HILDA, by combining it with other measures that allow us to
distinguish between renters (private and social) and owners (with and without a mortgage). We
classify owners with a mortgage by their loan-to-value ratio (LVR), derived by dividing the value
of the loan repayment by the estimated value of the home. Three categories of home owners
are identified: those who have an LVR of less than 0.50; those with an LVR between 0.5 and
0.8; and those with an LVR greater than 0.8. Importantly, throughout the statistical analysis, we
include a set of spatial measures that are likely to have important implications for behaviours
and outcomes. In general, the empirical specifications include the ‘local area’ unemployment
rate for each year of the panel merged to the in-confidence spatial HILDA data (ABS 2016b).
We also include a measure for area house prices by computing the average house value at the
SA3 level. Additional details of the specifications used are set out in Chapters 2—6.

The analysis also uses a more nuanced labour classification by incorporating a measure of
underemployment. Building on the International Labor Organisation (ILO) classification and as
applied to HILDA by Campbell, Parkinson et al. (2014) we use a simplified measure of
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underemployment, where it is defined as currently working part-time in a main job and preferring
to work more hours. Underemployment, in a similar vein to unemployment, can also by
measured by the additional qualification of whether an individual is available to work more
hours. This additional question has been recently added to HILDA, but is not available in every
wave. Therefore, whilst inclusion of such a measure of underemployment would provide a more
detailed insight into underemployment, it would significantly compromise the sample size
available to examine mobility, particularly across different spatial scales. Preliminary analysis
with more recent waves shows that the majority of part-time employees reporting a preference
to work more hours were available to do so.

Finally, a novel contribution of this research is the use of models of geographic mobility that
incorporate information about the individual’s attitude to risk. Respondents in the HILDA data
are asked about their willingness to undertake financially risky decisions, allowing a simple
binary measure of risk aversion to be created. This measure is incorporated into a series of
geographic mobility models in Chapter 3.

Detailed description of the analysis undertaken is presented in Chapters 2—6, along with the
appendices. In most specifications, the rich individual and contextual data that is available in
HILDA is used. Hence, controls for age, gender, education level attained and immigrant status
are included in the statistical specifications.

It is important to stress that the analysis in this report represents the first step in understanding
the complex nature of the relationship between housing and labour market behaviours and
outcomes. The statistical analysis of these relationships poses some important challenges for
the researcher. Consider, for example, the impact of housing tenure on the propensity for an
individual or household to exhibit geographic mobility. Ideally, to identify the causal effect of
housing tenure, an experiment would be conducted in which individuals would be randomly
allocated to different tenures. Following a labour market shock such as the loss of employment,
it would be possible to identify the causal impact of housing tenure on geographic mobility by
comparing the behaviours of individuals across tenures.

In general it is not possible to conduct such an experiment. Rather, the researcher is presented
with data about housing tenure and labour market related behaviours, such as unemployment
and geographic mobility, for a set of individuals. While statistical techniques can be applied to
identify the nature of the relationship between these characteristics and behaviours, one must
take caution in assigning a causal interpretation to the hypothesized relationship. There are a
number of reasons why such caution must be exercised.

First, it is important to recognise that the relationship between geographic mobility and housing
tenure is likely to be influenced by a range of factors. These might include whether the
individual is unemployed, as well as their age, education and family status (Clark 2012). Indeed,
one of the strengths of the HILDA dataset is that a range of these confounding effects can be
incorporated into the statistical analysis. The specifications reported in Chapters 2—6 use a
variety of measures of the individuals’ socio-economic characteristics along with other
measures (e.g. the unemployment rate) to control for such confounding effects and to isolate
the relationship between housing-related variables and the outcome of interest. In effect, the
estimated statistical relationship between the housing-related measure and geographic mobility
is conditional on those other factors included in the empirical specification.

In addition, there are other challenges. For one, it is likely that individuals with unobservable but
nonetheless important characteristics have sorted themselves into specific tenures. For
example, an ‘adventurous’ individual who enjoys new challenges might choose a rental tenure
rather than ownership, as they anticipate being geographically mobile while they take on new
opportunities in the labour market. It would be incorrect to then attribute the higher propensity of
such an individual to exhibit geographic mobility solely to their housing tenure; rather, it also
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reflects the individual's unobserved characteristics. One benefit of using panel datasets like
HILDA is that such unobserved heterogeneity can be controlled for.

A variety of approaches to modelling are available in the presence of unobserved
heterogeneity.s The approach adopted in much of the empirical analysis undertaken for this
report is to use a random effects specification. A benefit of such an approach is that it allows
time invariant characteristics such as gender to be incorporated into the statistical
specifications. Nonetheless, Campbell, Parkinson et al. (2014) note that a random effects
approach also has limitations, and the analysis in this report can be considered as one step in
understanding the relationship between housing and labour market behaviours and outcomes.

Furthermore, there is potentially a two-way causal relationship between housing tenure and
other outcomes of interest. For example, labour market behaviours are likely to affect housing
tenure and, in turn, housing tenure can impact upon labour market behaviours and outcomes.
The key message is that in considering the analysis presented in this report, one must be
careful before attributing a causal relationship to the estimated statistical relationships. A
comprehensive analysis of underlying causal relationships is beyond the scope of this report.
Rather, the statistical analysis here identifies stylised patterns in the HILDA data, while taking
into account some of the challenges presented by research of this nature, such as the
unobserved heterogeneity described above. Significantly, the analysis is informed by the
theoretical literature that argues that housing, housing markets and labour markets are closely
tied. Consequently, the analysis identifies patterns in the data and provides insights into key
relationships, which future analysis can more fully and more rigorously explore. Implications of
the research are considered in Chapter 7.

1.5 Report structure

The remainder of this report is set out as follows. Chapter 2 is the first analytical chapter and
focuses on the question of geographic mobility. In particular, we examine the likelihood that
economic agents, both individuals and couples, are likely to exhibit geographic mobility across
waves of HILDA. The analysis considers different types of moves in a spatial sense, and pays
particular attention to the geographic mobility of unemployed and underemployed individuals.
Details of the specifications used in the empirical analysis are presented in Appendix 1. While
the regression analysis controls for a range of confounding factors that might influence whether
or not an individual moves, the results reported in Chapter 2 focus on those factors related to
housing and the labour market. We also discuss the empirical evidence around the linkage
between housing and labour markets, especially as it relates to the implications of the SMH and
Oswald thesis.

In Chapter 3, the focus turns to the impact of attitudes to risk on geographic mobility behaviour.
There is some evidence that individuals who are more risk- averse are less likely to exhibit
residential mobility. Using a novel measure of risk available in the HILDA data, we are able to
estimate and report on a series of models that consider evidence that such behaviour differs
across individuals in diverse tenures.

In Chapters 4 and 5, we look at job search models. In these chapters we present results from
the statistical analysis of two key aspects of job search behaviour: the intensity of job search
and the reservation wage of unemployed individuals. In both cases, the focus is on the role that

6 Campbell, Parkinson et al. (2014) canvass the issues in a housing-related context in a comprehensive and
accessible manner.
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housing tenure plays on the observed job search intensity and reservation wage of unemployed
jobseekers.

In Chapter 6, we consider geographic mobility and labour market transitions in two ways.
Initially, for those who are employed in a given wave of the HILDA dataset, we consider joint
decisions around geographic and job changes. Following this, for the unemployed and the
underemployed, we consider the nature of labour market transitions across waves of HILDA. In
both cases, the focus of the statistical analysis is on differences in behaviours across tenure

types.
Finally, in Chapter 7, we discuss the policy implications of the analysis presented in this report.
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2 Housing tenure and geographic mobility

Two core theoretical perspectives, the Oswald thesis and the SMH, postulate how
housing might influence labour market adjustment in the context of economic
shocks such as unemployment. The Oswald thesis suggests that an economy which
exhibits higher rates of home ownership will be associated with higher levels of
unemployment. Home ownership, with its high transaction costs, is theorised to
impede labour market adjustment by reducing geographic mobility. The SMH
suggests that geographic mobility, job search and therefore labour market
adjustment will be influenced by uneven aggregate housing market segments and
employment opportunities that constrain interregional moves among workers with
varying skills and income. The empirical evidence in the literature in support for
both perspectives is mixed. There is nonetheless some important overlap between
perspectives that has informed the selection of variables and interpretation of the
modelling results within this report.

The statistical analysis in this chapter compares the propensity for individuals and
households with different tenures to exhibit geographic mobility. The findings
indicate that:

e Among all individuals, private renters exhibit the greatest propensity for
geographic mobility.

e Owner-occupiers with low LVRs exhibit the lowest level of geographic mobility.

e The geographic mobility patterns of underemployed and unemployed individuals
is similar, with those in private rental accommodation reporting the highest
rates of mobility.

¢ Ingeneral there is little evidence that geographic mobility is encouraged by
higher rates of unemployment in the local labour market.

e Higher local house prices and being in arrears with respect to housing costs can
potentially act as ‘push factors’ and are associated with a greater propensity to
report geographic mobility across time.

In this chapter, we consider the relationship between housing tenure and geographic mobility.
We begin by discussing evidence around the Oswald thesis and the SMH. In both cases, a
relationship between unemployment and housing tenure is hypothesised. In the case of the
Oswald thesis, this relationship is driven by costs and geographic constraints associated with
home ownership. To this end, we explore how patterns of labour mobility differ across tenure
types. It follows that to the extent that patterns do differ across tenure types, there is potentially
a role for policy in alleviating some of the transaction costs and other impediments to
geographic labour mobility and the efficient functioning of the labour market.
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2.1 Housing tenure and labour markets

2.1.1 The Oswald thesis

A useful starting point to consider the nature of the relationship between housing tenure and
labour markets is the Oswald thesis. The Oswald thesis was originally described in a series of
lectures presented by Oswald (1996) in response to the persistently high unemployment rates
experienced across a range of industrialised countries. The Oswald thesis posits that the
increase in the unemployment rate experienced by a range of economies beginning in the
1970s was due, at least in part, to the secular increase in home ownership and concurrent
decline in private rental tenures. It is important to stress that originally the Oswald hypothesis
was couched in terms of a comparison between countries, and regions within countries. The
initial work suggested a significant and relatively large positive association between the level of
home ownership and the unemployment rate over time—a 10 percentage point increase in the
rate of home ownership led to a 2 percentage point increase in the unemployment rate (Oswald
1996). The original analysis did not, however, examine the actual behaviour of individual
workers across tenures.

The Oswald thesis is prepositioned on a model of job search in which jobless workers must
search for jobs and be matched with potential employers to exit unemployment. While such
models are described in more detail below and in Chapter 3, for the moment it is sufficient to
understand that greater or more intensive search on the part of jobless individuals is likely to
raise the likelihood of a successful match and an exit from unemployment. If individuals in some
form of housing tenure search less intensively, or in the event of finding a job are less likely to
accept the job and ‘form a match’, the steady state rate or ‘natural rate’ of unemployment may
be higher.7 For home owners and social renters in particular, a successful match coupled with
geographic mobility may impose a heavy financial cost. The transaction costs associated with
the sale of a property or the potential loss of a secure income-based rental tenure potentially
increases the cost of matching with an employer. In turn, individuals or households in such
tenures may be less likely to exit unemployment. Put another way, private renting facilitates
geographic mobility among workers and provides greater opportunities to match worker skills
and available jobs.

Oswald (1999) identifies a range of mechanisms, both direct and indirect, through which home
ownership may impede geographic mobility of unemployed agents and lead to higher rates of
unemployment. The direct impact of home ownership has been noted above: for home owners,
moving is expensive and this added cost may mean that in the event of finding a job they are
less likely to accept the offer from an employer outside the region. An indirect effect arises from
the impact of high rates of home ownership on renters. Unemployed renters who are searching
for employment in regions with high rates of home ownership may find it difficult to secure
accommodation, leading to immobility. Further, if this immobility leads to more people
commuting (and increased congestion), this increases the costs associated with employment. If
these costs are greater, the incentive to work is reduced and fewer matches are made between
employers and workers, leading to higher rates of unemployment in the steady state.

2.1.2 Spatial mismatch hypothesis

The SMH provides a further perspective on how housing, through spatial containment and
segregation, can influence the supply of labour and access to employment opportunities. The
SMH can be traced to the work of Kain (1964) and the recognition of a growing concentration or

7 The natural rate (or steady state rate) of unemployment can be considered as the rate of unemployment the
economy fluctuates around over the course of the business cycle.

AHURI report 280 21



‘ghettoization’ of low-skilled, low-paid and unemployed African Americans in inner-city
neighbourhoods in the US. This, it was argued, was related to the constraints they faced in
accessing and living in the more ‘job-rich white suburban’ locations. A core mechanism by
which the spatial mismatch was thought to occur was through the relocation of innercity jobs
following mass suburbanisation, and the subsequent racial discrimination that prevented or
excluded African Americans from searching in and moving to these new employment growth
areas. If employment was secured, the trade-off would generally be a long commute from their
inner-city neighbourhood—this in turn provided an incentive to search more locally and settle for
the typically lower-paying jobs that were available in the inner-urban areas.

The focus of SMH has more recently expanded from processes of racial segregation to a
concern with the spatial polarisation of opportunities and job accessibility between professional,
key and lower skilled workers emerging from economic restructuring of globalised and
cosmopolitan cities (Zenou 2013; Berry 2006). In the context of the Australian labour market,
the SMH is typically characterised as an issue of ‘spatial affordability mismatch’ (Nouwelant,
Crommelin et al. 2016; Berry 2006). In particular, it is characterised by a situation in which
individuals with lower skills and incomes are increasingly forced to remain in and move to
peripheral areas with more affordable housing, which offer fewer employment opportunities—a
scenario that is particularly evident in the major cities of Sydney and Melbourne.

Although adopting a more tenure-neutral approach than the Oswald thesis, the SMH also
assumes that the process of adjustment and persistence of longer term unemployment can in
part be explained by housing-related labour supply constraints associated with spatial
inequities, tenure and employment. Moreover, the SMH, like the Oswald thesis, can be
understood in the context of theoretical models of job search and geographic mobility that vary
across different housing and labour market contexts. The emphasis on the spatial containment
of lower income and skilled workers in depressed regions (as higher income and skilled workers
are able to relocate to better opportunities) has considerable overlap with the propositions set
out in Dohmen (2005). The emergence of a potential spatial mismatch and the Oswald effect on
employment outcomes both reflect, at least in part, negative externalitiess arising from the
commuting congestion associated with the location of employment opportunities for lower
skilled or entry level workers.

2.1.3 Search and matching models

The Oswald thesis and SMH provide theoretical constructs that link housing and housing
markets with the outcomes experienced in labour markets. A related framework for analysing
the relationship between housing tenure and labour market outcomes is provided by ‘search
and matching’ models of the labour market. The benefit of the job search framework is that it
provides insight into the mechanism at the individual level by which housing markets and labour
markets are related. Moreover, it does so by focusing on the optimising behaviour of individual
economic agents rather than relationships at the aggregate level.

Search and matching models posit that jobseekers undertake search activities and in the event
of a successful match with a potential employer a job is formed and the unemployment spell
ends. In general, an unemployed individual has the opportunity to accept a job offer at a given
wage or to continue with search (Mortensen 1986). In the simplest models of job search, the
unemployed individual may adjust his or her reservation wage (lowest acceptable wage) each

8 In economics negative externalities refer to adverse indirect or third party costs arising outside of the
consumption transaction between a producer and consumer. In the context of homeownership this may include
long commute times as home owners increasingly purchase properties away from the central business district or
due to spatial segregation. The increased congestion and longer commute for others is an example of an
externality.
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period and if a wage offer is made that exceeds the reservation wage, then the offer is accepted
and the spell of unemployment ends.s

While such a framework has been noted previously in the context of the Oswald thesis (Oswald
1996), the focus there was on the relationship between overall home ownership rates and the
natural rate of unemployment. Search models are useful in that they provide a means by which
the implications of tenure status and home ownership rates can be modelled on a range of
labour market behaviours and outcomes at the individual or household level. It is these
behaviours that are of central concern in this study. In particular, it is possible to derive
predictions around outcomes, such as: the propensity for individuals to experience
unemployment; the length of unemployment spells; the likelihood that households are
geographically mobile; the intensity of job search activities; and the level of the reservation
wage.

It is important to emphasise that the way in which tenure impacts on the labour market and
related outcomes will reflect the specific set of assumptions made. Coulson and Fisher (2009)
describe five variants of search and matching models that generate different implications for
labour market outcomes such as wages, length of unemployment spells and length of
employment. The different implications from each of the models follow from variations in
assumptions about the nature of search by the unemployed, the wage-setting process and
whether entry of firms (which may create employment) is allowed.

The analysis in this report is not designed to specifically test any one of the models described
below. Rather, the discussion is useful as it provides motivation for the empirical analyses that
are presented in this and subsequent chapters. More generally, it is important to note that while
the SMH and the Oswald thesis provide useful conceptual frameworks for thinking about the
relationship between housing and labour markets, search models potentially provide a rich set
of insights into understanding the linkages between these markets that are relevant when
considering the behaviours and outcomes experienced by individual economic agents. For
example, search models highlight the costs to agents (including the costs associated with
geographic mobility) as well as the benefits (in the form of employment income) associated with
accepting an offer of employment.

As a starting point, consider the model posited by Oswald (1996). In this setting, there are two
connected regions which experience asymmetric employment shocks. In one region, demand
for labour and employment increases, whereas in the other region employment prospects
deteriorate. Renters in the ‘poor’ region are assumed to incur limited relocation costs across
regions relative to home owners. As a result, in the region that experiences a negative demand
shock, home owning individuals will be forced to commute or move to the ‘good’ region. Wages
will tend to increase in the region with good employment prospects to offset the disutility and
additional costs associated with commuting or moving across regions. In equilibrium, individuals
from both regions are willing to work at the going wage rate, which is the same across regions.
Renters who face low or zero costs of moving will all be employed at the higher wage rate. In
comparison, some home owners will remain unemployed, as the utility or satisfaction derived
from working at the higher wage does not compensate for the additional cost of commuting or
moving to the ‘good’ labour market. According to neoclassical economic theory, some home

9 The individual's reservation wage will be determined by a range of factors, including the availability of
government support transfers while unemployed. For the unemployed in Australia, such monetary benefits are
flat, continuing and do not depend on prior employment activity. In other countries, such benefits resemble an
insurance program, with benefits dependent on the length of time and intensity that an individual has engaged in
work prior to becoming unemployed. Moreover, such benefits are often available for only a finite length of time.
Similarly, job search intensity is likely to be influenced by the availability and level of benefits received while
unemployed.
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owners optimise and enjoy higher utility by not working (remaining unemployed) and enjoying
leisure.10 In short, home owners will be more likely to be unemployed, as renters can more
easily move to the region with better employment prospects. In aggregate, a higher home
ownership rate will be correlated with higher unemployment rates. In this setting, geographic
mobility is less common among home owners and this group is more likely to experience
unemployment.

Alternative models of job search and matching generate somewhat different results. Dohmen
(2005) begins by setting out a range of stylised facts, such as the positive correlation between
home ownership rates and unemployment rates that his model seeks to explain. Notably, he
argues that unemployment does not need to be concentrated among home owners to explain
this association. He considers a two region model in which renters can move at no cost
between regions, whereas owners face transaction costs associated with moving. In this model,
jobs are assumed to finish at the end of each period and new job offers arise at fixed rates in
each of the regions. Unemployed home owners will only move across regions if the wage offer
is sufficiently high to cover the disutility associated with working and any moving costs they
experience. One of the implications of the Dohmen model is that home owners will be more
likely to be unemployed at any given wage rate, as they are less likely to find a job offer in the
other region acceptable. The higher wages simply do not compensate for the cost of moving
(i.e. geographic mobility), so regions with higher home ownership rates will tend to have higher
rates of unemployment. Given that wage offers are constant and exogenous, renter and home
owner wages are constant. One important feature of the Dohmen model is the potential
differences that arise between low-skilled and high-skilled workers. For example, the incentives
for geographic mobility may be different among these groups, highlighting the importance of
controlling for these characteristics in any empirical analysis. Isebaert, Heylen et al. (2015) also
note that the Oswald effect might be more muted in regions where skills of individuals are
higher.

The model of Munch, Rosholm et al. (2006) posits that unemployed individuals may receive job
offers from one of two regions. The cost of moving for a home owner, however, means that, as
for the Dohmen model, wage offers for jobs in other regions must be higher than for jobs in local
regions for the job to be acceptable. Because job offers are assumed to arrive at a constant rate
from each of the regions and are independent of tenure status, home owners will tend to reject
low-paying local jobs in the expectation that eventually a high-paying non-local job offer will
arise. It is possible, then, that home owners will tend to remain unemployed for longer durations
compared to renters. Alternatively, if local jobs are accepted, the home owners may be
unemployed for shorter durations, but the wages earned will be lower than those received by
renters. Hence, home owners may experience higher unemployment and higher wages, or
lower unemployment and lower wages. The former case arises when home owners hold out for
acceptable non-local job offers, whereas the latter occurs when local job offers are accepted.
Munch (2006) argues that either outcome is possible, depending on which effect dominates.

In later work, Coulson and Fisher (2009) develop a series of search and matching models in
which firm creation or entry plays a role. In one model, home owners are constrained to search
within local labour markets, and workers and firms bargain over the surplus that a successful
match would generate. In such models, the better the match between the worker and employer,

10 In the neoclassical model of economics, prices (or wages in labour markets) are assumed to adjust so that
markets clear. In effect, individuals can choose to be employed at the going wage rate and thus will not be
involuntarily unemployed. Alternative approaches note that if markets do not adjust as envisioned in the
neoclassical school, then it is likely that some individuals will experience involuntary unemployment.
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the larger the potential surplus that is generated.1: The models suggest that the wages of
renters are higher than those of owners, in part because the geographic mobility that renters
exhibit allows them to search for matches that generate higher surpluses and therefore obtain
higher wages. Similarly, renters will in general experience lower rates of unemployment than
owners. Unlike the predictions of the Oswald thesis, however, the relationship between the
aggregate home ownership rate and unemployment rate is ambiguous. This follows from the
fact that an increase in the home ownership rate has two offsetting effects. First, an increase in
the home ownership rate tends to increase the unemployment rate because, on average, home
owners experience worse unemployment levels than renters. However, because home owners
also experience lower wages than renters on average, having a higher proportion of home
owners in an area lowers average wages and encourages firm entry. The entry of firms into a
market leads to the creation of jobs, which may in fact reduce unemployment. Hence, an
important implication of this particular search model is that it is no longer the case that the linear
relationship between the home ownership rate and the unemployment rate holds.

The importance of how wages are determined is highlighted by an alternative model in which
wages are stipulated (‘posted’) rather than bargained over (Coulson and Fisher 2009).
Effectively, firms make ‘take-it-or-leave-it’ offers to unemployed workers. Refusal of an offer
means that job search continues. Renters are assumed to have higher reservation wages
because the utility derived from the unemployed state is higher for this group. This assumption
reflects the assumption that owners face higher costs of geographic mobility so the unemployed
state generates a lower level of utility. Because owners have lower reservation wages, some job
offers have lower posted wages that are acceptable to owners but not renters. Therefore,
conditional on being employed, the average wage of owners is lower than that earned by
renters. However, in this model owners experience less unemployment, in part because they
are more willing to accept lower wage offers.

The Coulson and Fisher (2009) model in wages are posted has some important implications for
the relationship between aggregate home ownership rates and labour market outcomes. For
example, an increase in home ownership rates means that more unemployed workers find low
wage offers acceptable. Firms respond by posting and filling more low-wage jobs, thereby
reducing the average wage. Moreover, as home ownership rates increase, renters find the
posted offers less acceptable and experience higher rates of unemployment. This increase in
unemployment rates for renters has the implication that, as for the Oswald thesis, an increase in
home ownership rates is associated with an increase in the aggregate unemployment rate.

The models described by Coulson and Fisher (2009) focus largely on models of job search in
which workers may live in one of two or more regions. In general it is assumed that individuals
can move between regions, but relative to renters it is costly for home owners to do so. A more
general approach is set out by others, such as Van Ommeren, Rietveld and Nijkamp (2000)
who argue that job mobility, residential mobility and commuting distance are mutually
dependent. As such, they develop a model that incorporates search in both the housing and
labour markets, with offers arriving randomly and independently in each market. Acceptance of
an offer in either the housing or labour markets will have implications for commuting, which in
turn influences search behaviour in the other market.

In a theoretical or conceptual sense, the discussion above makes clear that the implications of
tenure for labour market outcomes will be sensitive to the specification of the model. In
particular, assumptions around the following variables are all likely to influence the theoretical
predictions of the model: job search costs across tenures; the wage determination process (i.e.

11 The general approach is to adopt the Nash bargaining framework, in which each party to the bargain (the firm
and the worker) receive one-half of the net surplus.
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whether wages are posted or bargaining occurs between agents); and whether job offers arrive
at an exogenously determined rate or are influenced by the search effort of individuals. Indeed,
the ability to incorporate alternative assumptions explicitly into models of economic behaviour
represents an underlying strength of this approach. In all cases, the economic approach
assumes that economic agents weigh up the costs and benefits associated with alternate
actions and in turn make utility maximising choices.

Empirical analysis of models such as these generally requires a rich dataset that contains
detailed information on housing and labour market outcomes and behaviours, along with
detailed socio-economic data. The HILDA dataset used in this report does contain detailed
information over these dimensions for a panel of individuals and households over time.
Nonetheless, the approach adopted in this report is not to specify one particular model and test
the veracity or predictions of that model. Rather, the analysis will examine how tenure may
impact on various labour market outcomes identified in the job search and matching models
described above. In particular, outcomes and behaviours including geographic mobility,
reservation wages and job search intensity are examined to determine how they are associated,
if at all, with tenure status.

Following the work of Oswald (1996; 1999), the empirical analysis tended to focus on the impact
of home ownership on the aggregate level of unemployment. Flatau, Forbes et al. (2002a;
2002b) note that broader macro-economic considerations might also be important for
understanding how tenure impacts on labour market performance. In particular, housing tenure
and labour market outcomes may be linked via business cycle considerations. Consider, for
example, a negative shock to aggregate demand that leaves some households with negative
equity if demand for housing falls. Labour mobility may in turn be impeded as a result of the
lock-in effects experienced by highly leveraged households (Henley 1998). In the United
Kingdom (UK), clauses prohibiting the resale of council houses by former public housing
tenants led to a particularly acute form of lock-in (Henley 1998). Similarly, Sterk (2015) argues
that a decline in house prices will itself causes unemployment to rise because of the lock-in
affect associated with the need for a deposit or down-payment on nhew home purchases. In turn,
this increase in unemployment may feed back into house prices, decreasing them further.

Such macro-economic considerations could be considered in a more wide-ranging analysis. In
this report, the focus will be on the micro-economic relationships of interest and the outcomes
and behaviours experienced by individual economic agents.

2.1.4 Empirical evidence

Following Oswald’s initial analysis (1996; 1999), researchers focused on whether the
relationship between increases in aggregate rates of home ownership and the natural rate of
unemployment could be empirically validated across jurisdictions and over the business cycle.
Initially, empirical analyses focused on relationships at the aggregate level, though more
recently the micro-economic implications of the Oswald thesis for labour market behaviours and
outcomes has been examined. In the latter case, studies have relied on survey data to examine
whether home ownership increases the duration of unemployment spells, the intensity of job
search, the propensity to move in search of employment, and/or impacts upon an individual's
reservation wage. Such studies typically frame their analysis within the theoretical models of job
search and geographic mobility in order to better articulate the sets of behaviours and
mechanisms that may underpin aggregate relationships between home ownership and
unemployment.

Macro-economic studies examining the relationship between home ownership and
unemployment typically draw on census or other aggregate data. Such analyses generally focus
on the relationship between variables such as the home ownership rate, the unemployment
rate, and geographic mobility at the state or more local spatial scales. More recent studies have
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incorporated fixed effects on pooled data, additional variables including the composition of skills
in an area, and lagged dependant and instrumental variables to provide more robust estimates
of the relationship between housing tenure and unemployment.

The general consensus emerging from the findings of macro studies is that there is a significant
association between rates of home ownership and rates of unemployment—albeit typically less
pronounced than that identified in the original analysis reported in Oswald (1996). The initial
empirical analysis from which the Oswald thesis emerged used relatively simple econometric
techniques to find that a 10 percentage point increase in home ownership rates was associated
with a 2 percentage point increase in the rate of unemployment (Oswald 1996; 1999). The
analysis indicated a robust relationship across regions and countries, and over the various time
periods examined. Subsequent analysis by Partridge and Rickman (1997) likewise showed a
correlation between higher rates of home ownership and unemployment across states in the
US. Pehkonen (1999) also found empirical support for the Oswald thesis using regional data for
Finland, though the magnitude of the effect is around one-half of that identified in Oswald
(1996).

The strong and somewhat discouraging predictions of the Oswald thesis were cast into doubt by
Green and Hendershott (2001b) who revisited the analysis of Oswald for the US and found little
evidence that home ownership and unemployment are correlated with one another. In

particular, in that study, state-level data is used to examine the change in unemployment rates
and home ownership over the period 1970-90. Green and Hendershott argue that the positive
relationship identified by Oswald (1996; 1999) largely disappears once the relative size of states
in the US is accounted for, along with the ageing of the population. To the extent that the
relationship does hold, it appears to be strongest for middle-aged household heads, for whom
the transaction cost of owning is large relative to the cost of not finding employment.

Evidence for Australia is provided in Flatau, Forbes et al. (2002a), where a mix of aggregate
and individual-level data for the period 1986-96 are analysed with somewhat inconclusive
results. One significant finding of the analysis is the importance of controlling for alternative
tenure types beyond a simple owner/renter distinction. The analysis distinguishes five
alternative tenure types, including owner-mortgagor and outright owner, and finds somewhat
different relationships across tenure types. Using a simple model similar to that employed by
Oswald, a negative relationship between the levels of home ownership and unemployment is
identified. To the extent that some empirical specifications to provide some evidence that is
consistent with the Oswald thesis, the effects are markedly smaller in magnitude compared to
the original analysis (Flatau, Forbes et al. 2002a).

An alternative approach that considers the aggregate relationships between housing and labour
markets is developed in Head and Lloyd-Ellis (2012). In that paper, they develop a macro-
economic model with heterogeneous locations, and, construction of housing that is determined
endogenously within the model so that house prices are not assumed fixed, but rather are
determined within the theoretical framework. The model also incoporates search frictions in the
housing and labour markets. For example, if liquidity constraints exist in housing markets (so it
takes time for housing assets to be transferred), home owners may be forced to turn down job
offers, leading to unemployment. Hence, home owners are more likely to experience
unemployment than otherwise equivalent renters. While Head and Lloyd-Ellis identify a pattern
consistent with the Oswald thesis—namely a positive relationship between the home ownership
rate and the unemployment rate within regions—the magnitude is somewhat smaller than that
identified in Oswald (1996), assuming reasonable parameters for the model.

In more recent analysis, Blanchflower and Oswald (2013) revisit the relationship between home
ownership rates and the level of unemployment in the US using a panel of state-level data. The
approach adopts an autoregressive framework, effectively arguing that the relationship between
home ownership and unemployment is not concurrent but rather occurs with a lag. The
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empirical approach uses the natural logarithm of the unemployment rate in state in time (t) as a
dependent variable and includes the previous rate of home ownership in the state (t-3 and
earlier) as an explanatory variable. The results suggest that doubling the rate of home
ownership in a state would in turn contribute to a doubling of the rate of unemployment.

Importantly, Blanchflower and Oswald also find that areas with higher rates of home ownership
have lower levels of geographic mobility, longer commuting times to work and lower rates of
business formation. These findings are particularly pertinent in light of the conceptual discussion
above, which highlighted the various mediating mechanisms via which housing tenure impacts
on the labour market and related outcomes. This highlights one important consideration around
the potential negative externalities or ‘spillover’ effects of home ownership. That is, high rates of
home ownership may create ‘inhibiting externalities’ on the labour market above and beyond
any impact on individual home owners. An important conseqguence of this is that home owners
do not need to exhibit higher rates of unemployment compared with other tenures for there to
be a causal relationship stemming from home ownership. Negative externalities include:
congestion caused by home owners having to commute to business centres; fewer new
businesses locating in an area due to residents’ aversion to development, or so called NIMBY
(not in my backyard) effects; and informational externalities that arise due to a lack of
geographic mobility on the part of home owners. Informational externalities occur when highly
productive and geographically mobile workers improve the productivity of co-workers. While a
key challenge in identifying these causal pathways is the long-term nature of any employment
or housing relationship, Blanchflower and Oswald conclude that the consequences from
negative externalities require further exploration.

Recent research by Isebaert, Heylen and Smolders (2015) also adopts an aggregate approach,
but relies on relatively small spatial units for analysis. Specifically, they analyse 42 districts or
arrondissements in Belgium, with an average size of 723 square kilometres and a population of
around 215,000. Time series information from 1970-2005 allows fixed effects models with
instrumental variables for home ownership to be estimated. The authors identify a significant
positive relationship between home ownership and unemployment, observing that a 1 per cent
rise in the rate of home ownership in a district implies a fall in the employment rate of about 0.35
percentage points. Further, they find that the effect is much smaller in districts with higher skilled
labour, suggesting a more nuanced relationship exists between home ownership, skills, area,
labour supply and employment outcomes. Isebaert, Heylen and Smolders argue that the
observed positive relationship between unemployment and home ownership at the aggregate
level reflects the negative externalities identified by Blanchflower and Oswald (2013).

While informative, the macro-economic studies are characterised by a number of limitations.
Key limitations plaguing many macro studies include: the failure to control for unobserved
effects; ignoring issues of endogeneity or reverse causation associated with selection effects
into home ownership; and relying on a small number of control variables at the aggregate
level.12 For these reasons, more recent investigations into the relationship between housing
tenure and unemployment have tended to rely on micro-economic analysis.

12 Selection effects refer to the fact that individuals who are observed to be in home ownership have not been
randomly allocated to that state. Instead, they have chosen that form of tenure so their observed tenure reflects a
choice that they have made. This may reflect unobserved characteristics of the individual such as a preference
for security of tenure, or some other outcome such as a steady job that facilitates the purchase of a home. If this
non-random allocation of individuals to different forms of tenure is not taken account of when undertaking
statistical analysis, it is difficult to identify the causal impact of tenure on outcomes of interest
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2.1.5 Untangling the Oswald effect using micro-economic data

Early micro-economic studies reveal the potentially ambiguous effect that housing tenure may
have on outcomes related to unemployment, which has led to ‘paradoxical’ findings that
typically do not support the initial propositions of the Oswald thesis and empirical observations
in macro-economic data. Owning a home can trigger any number of economic and non-
economic behaviours, which are contingent upon such things as the timing of purchase,
mortgage costs, household make-up and social attachments to local areas. For example, Goss
and Phillips (1997) argue that mortgage commitments may effectively constrain home owners in
a manner that leads to heightened job search intensity and thereby hastens the exit from
unemployment. Conversely, they note that those with large equity holdings can potentially draw
on accumulated wealth to fund a prolonged spell of job search. Indeed, an important
development over the past two to three decades has been the increasing consumption of
housing wealth through home-equity withdrawal (Ong, Jefferson et al. 2013; Schwartz,
Hampton et al. 2010).

Home ownership may also have indirect effects on spells in unemployment. For example, the
greater commitment of home owners to the local community may provide them with informal
networks that facilitate entry into employment. Home ownership might also signal characteristics
that potential employers see as desirable, such as work diligence and commitment, which in
turn may lead to better job offers and a shorter spell of unemployment for owner-occupiers.

The availability of longitudinal data has facilitated the analysis of length of unemployment spells
and the impact of housing tenure on this aspect of labour market behaviour. While potentially
providing useful insight into impacts of housing tenure on underlying behaviours, it is important
to note that any behavioural responses are likely to be quite nuanced. For example, early micro-
economic studies assumed that if an Oswald effect existed, home owners, both outright owners
and mortgagors, would have longer durations of unemployment than renters due to
impediments to geographic mobility and transaction costs. Subsequent analyses have
recognised that transaction costs and the ability to fund job search activities may differ across
households and individuals with varying levels of home equity.

In general, where analysis has been undertaken using microdata, the approach has been to
examine the length of spells in various labour market states, such as unemployment, using a
hazard function approach or duration analysis. Among the first micro-economic studies, Goss
and Phillips (1997) used the American Panel Study of Income Dynamics (PSID) and found that
contrary to the Oswald thesis, owner-occupiers experienced shorter spells of unemployment.
Moreover, this finding was robust, after controlling for self-selection into home ownership. There
is some evidence that the shorter spells of unemployment reflect the constraints imposed by
mortgage repayments.

More recent evidence for the US is provided by Coulson and Fisher (2002). Analysis of census
and PSID data indicates that home owners have lower rates of unemployment and exhibit
shorter spells of unemployment than renters, ceteris paribus. Coulson and Fisher argue that
one possible reason for the results is related to the ‘selection effect’ associated with tenure
choice, which was not considered in the analysis. That is, home owners are aware of their high
transaction costs and thus enter home ownership only when their employment prospects are
relatively strong. Subsequent analysis by Coulson and Fisher (2009) also finds that home
owners are less likely to be unemployed compared to renters.

Micro-economic evidence for Australia is reported in Flatau, Forbes et al. (2002b), where
repeated cross sections from the Survey of Income and Housing Costs (SIHC) are analysed. In
contrast to the predictions of the Oswald thesis, the analysis finds that home owners have
significantly quicker exits from unemployment. They do find, however, that home owners are
significantly more likely to experience long-term unemployment. Similarly, Munch, Rosholm et
al. (2006) find a negative correlation between home ownership and unemployment duration for
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Danish workers. Importantly, their analysis makes a distinction between exits within local and
non-local labour markets, finding that home owners typically take up jobs in the local region
rather than those outside the local labour market that may require a geographic move. The
choice is characterised as one between residential mobility versus commuting to local jobs that
are potentially not as convenient or offer lower wages. In a similar vein, Van Vuuren (2009)
argues that relative to renters, owners will typically search for and obtain jobs within local
regions.

Additional insight into the relationship between tenure and unemployment spells is provided in
Brunet and Lesueur (2009) and Baert, Heylen et al. (2014). In the former study, analysis of
spells in unemployment among the unemployed in France finds support for the Oswald
hypothesis. In particular, there is a positive and statistically significant relationship between
home ownership and the duration of unemployment spells. For Belgium, Baert, Heylen et al.
use a hazard model to assess the impact of home ownership on unemployment spells,
distinguishing between outright owners and those with a mortgage. Importantly, they also
control for the potential endogeneity of tenure status using the percentage of home owners in
an area as an instrument variable.1s While similar to the approach described in Munch, Rosholm
et al. (2006; 2008), some have argued that it represents a poor instrument (Coulsen and Fisher
2009). Munch, Rosholm et al. use an additional instrumental variable, namely the relative price
of purchasing at the time the house was bought. The analysis finds evidence that outright
owners remain unemployed the longest, followed by renters and then mortgagors. This pattern
is attributed to lower job search intensity on the part of outright owners, as a result of the lack of
a requirement to pay rent or meet mortgage repayments.

One important consideration that in general is not examined in aggregate studies, other than in
a very coarse manner, is different behaviours across tenure types. Battu, Ma and Phimester
(2008) distinguish between private and social housing renters when examining spells in
employment and unemployment in the UK using the British Household Panel Survey (BHPS).
They adopt a competing risk approach, comparing exits/transitions from employment (or
unemployment) into local jobs and non-local jobs (which do not and do require a residential
move, respectively). They consider the duration of spells in a labour market state, such as
employment or unemployment, until a transition occurs. Such a transition may take a number of
forms, as the individual may find employment (if unemployed), may transfer from one job to
another, or may exit the labour force (if employed or unemployed).

Ignoring any unobserved heterogeneity and tenure endogeneity, the analysis in Battu, Ma and
Phimester indicates that unemployed home owners are more likely to transition into local jobs
and less likely to transition into jobs that require a residential move. After controlling for
unobserved heterogeneity across individuals and the potential endogeneity associated with
tenure choice, the effect of home ownership on transitions out of unemployment are
substantially more muted. The results for social housing renters are more robust and indicate
that they are ‘spatially constrained’; being less likely to enter employment when it involves a
residential move compared to private renters. Moreover, there is no positive effect of tenure
status on the likelihood of transitions into local employment for social housing renters. The
analysis of employment durations suggests that, compared to private renters, home owners are
less likely to exit from employment into another job which requires a non-local move. This is

13 The problem of endogeneity arises because whether the individual resides in owner-occupied housing is also
likely to be influenced by the length of the unemployment spell. That is, the two outcomes (tenure and
unemployment duration) are likely to be jointly determined. Failing to take account of the endogeneity will lead to
incorrect estimates of the impact of tenure on unemployment spells. One common method to address the
problem of endogeneity is to use an instrumental variable approach. An instrument should affect the outcome of
interest (the duration of unemployment) only indirectly through its direct impact on the endogenous variable
(tenure status).
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consistent with evidence of home owners setting higher reservation wages for jobs that entail a
residential move. Notably, the Australian analysis reported in Flatau, Forbes et al. (2002b) also
highlights the importance of controlling for different types of tenure, along with distinguishing
between outright owners and those with a mortgage.

The analyses to date suggest that at neither the macro- nor the micro-economic levels is there a
strong consensus around the Oswald thesis. Rouwendal and Nijkamp (2010) argue that part of
the inconsistency in findings across studies to date stems from the limited theoretical specificity
underpinning Oswald’s initial proposition, and the subsequent assumptions that the job search
and geographic mobility behaviour of mortgagors and outright owners should be similar.
Rouwendal and Nijkamp present a richer model in which housing enters the decision-making
process through a variety of pathways, including those related to housing costs (h), the utility of
ownership (4), and the cost of moving (M). They argue that their model is consistent with
Oswald’s by predicting that home owners will have higher moving costs that result in lower job
search intensity, leading to a longer duration of unemployment. However, when an unemployed
home owner’s ‘marginal utility of non-housing consumption is higher than that of otherwise
comparable tenants’ (p. 429) (i.e. when the housing costs of the home owner are higher relative
to private renters), the incentive to search more intensely for work is increased, thereby
overriding higher mobility costs and constraints, and encouraging faster exit from
unemployment.

One benefit of using microdata to analyse the relationship between housing tenure and labour
market behaviours and outcomes is that detailed information on decision makers can be
incorporated into empirical models. For example, while much analysis occurs at the individual
level, it is likely that decisions around geographic mobility and job search behaviour are made in
the context of relationships that occur at the household level. Hence, household structure is
likely to be a particularly important consideration in regards to decisions around mobility,
commuting and search intensity when looking at multi-person households.

Van Ommeren (2000) argues that two-earner households may search less intensively in the
housing market and more intensively in the labour market the longer is the distance between
the individuals’ workplaces. Intuitively, search in the labour market may lead to an offer that
reduces commuting times for the individual but does not impact on the commuting time for the
other household member. This hypothesis is considered by examining the behaviour of
individuals in Dutch households. The empirical analysis does not, however, indicate additional
search intensity in this instance, though the individual’s own search intensity is positively related
to their own commuting time. Given that, traditionally, females have taken the place of
secondary earners in households, gender differences in a household context may be
particularly important considerations when examining the relationship between housing and
labour market outcomes. To date, such differences have remained largely unexplored in the
empirical literature.

2.1.6 Geographic mobility

In the empirical results reported in Sections 2.2 to 2.4, we consider one aspect of the
relationship between housing tenure and labour markets by focusing on the issue of geographic
mobility. At one level, the Oswald thesis posits that poorer labour market outcomes are likely to
be associated with higher home ownership rates because of the costs associated with
geographic mobility that are experienced by home owners. Some evidence around geographic
labour mobility for Australia is presented in a recent report by the Productivity Commission
(2014b). Geographic mobility or relocation, defined as a move of residences, is relatively
common in Australia. Around 16 per cent of people in the labour force move in any given year.
Some individuals and households move multiple times, so that over a five-year window, about
40 per cent of the working population report changing residences (p. 102).
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Bodheim and Taylor (2002) describe how the decision of an economic agent to relocate can be
characterised in an economic framework. As described previously, economic agents compare
the costs and benefits associated with geographic mobility. The current set of circumstances an
agent faces will generate a level of utility that reflects a range of considerations, including
outcomes in the housing and labour markets. Current circumstances might, for example, be
characterised by limited employment opportunities but a high level of housing amenities. The
limited employment opportunities could mean that an individual receives a relatively low wage,
or earns a high wage only by commuting long distances. The agent is likely, however, to have a
range of choices available. While they may move to an area that offers better employment
opportunities but potentially higher housing costs, this may be partly offset by a lower
commuting time. Any move is itself likely to be costly, both in a financial sense but also in a
psychological sense, as neighbourhood networks are likely to be lost if the move is relatively
long distance.

Whether or not a move is actually observed will depend on the expected level of utility
associated with moving versus staying, taking account of the direct and indirect costs of moving.
In effect, if there is a net gain in utility from moving from the present location to an alternative
location, then mobility is likely to be observed. Of course, in such a framework there are a
number of considerations, including the uncertainty associated with future outcomes.
Notwithstanding such complications, the neoclassical economic approach posits that
geographic mobility will be observed if there is an expected net gain in utility for the household.

Considerations of labour and geographic mobility in Australia are dominated by the large
distances that moves might entail. A move across states within Australia might equate to a
move across countries in many parts of Europe. Moreover, the population is largely
concentrated in coastal areas, especially across the eastern seaboard. In a geographic sense,
Australia is most similar to Canada and the US, and comparisons with those countries are
particularly pertinent. Using data from the Organization for Economic Cooperation and
Development (OECD), the Productivity Commission reports that in the early 2000s the likelihood
that individuals were to report that they changed residence was lower in Australia than in the
US, and similar to Canada (2014b: 119-120). In general, geographic mobility rates are higher in
Australia than European countries, including Great Britain.

In most cases, moves in Australia are short (less than 10 kilometres) and are not likely to have
significant implications in terms of labour market outcomes and behaviours. Moreover, most
short moves are unlikely to be driven by labour market considerations. When defined in a
manner that is relevant for labour market considerations, moves are far less common. Using the
Australian Bureau of Statistics (ABS) definition of regional labour market, only around one-fifth
of residential moves in any given year involved a move to a different labour market. Interstate
moves are less common again, with around 1.5 per cent of those in the labour market reporting
an interstate move in any given year.

Existing evidence suggests that geographic mobility in Australia is driven by a range of
considerations and labour market considerations are simply one factor driving behaviours. In
terms of why moves occur, it is useful to consider who moves, as this potentially sheds light on
the motivations that drive mobility. The Productivity Commission notes that certain groups—
including younger Australians, the unemployed, Indigenous Australians, recent migrants,
singles, females without children, educated and skilled people, and workers in some industries
(e.g. mining)—are more likely to move across labour markets. In many cases, it is likely that
such moves are driven by the prospect of better economic opportunities in expanding labour
markets. In other cases, relatively poorly performing regions may offer lower costs of living and
prove attractive to potential movers (Productivity Commission 2014b: 147). The Productivity
Commission notes that individuals who move tend to cite a variety of reasons for doing so.
Moreover, the reasons differ according to the type of move recorded. Based on data from the
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HILDA Survey, those who move shorter distances (less than 30 kilometres) cite neighbourhood
and family considerations as being important. In comparison, longer moves are more likely to be
associated with work and lifestyle considerations (p. 116).

Of key interest in this report is the relationship between housing tenure, labour markets and
geographic mobility. With respect to housing tenure, the Productivity Commission notes that:

People who rent privately are more likely to move residence than home owners, and ..
renters are more likely to move for employment reasons than home owners. People in
public housing have the lowest rates of residential mobility. (2014b: 13-14)

There are various reasons why such patterns may be observed in light of the incentives faced
by households residing across different tenures.

For those who face adverse labour market shocks, geographic mobility provides an opportunity
to move to regions with better employment prospects. The Productivity Commission (2014b)
notes that the evidence around this issue is somewhat ambiguous. While there is evidence that
unemployed people are more mobile than the employed, the nature of the unemployment and
the characteristics of individuals are also important for understanding the nature of mobility. For
example, for those unemployed for more than 12 months, or the long-term unemployed, short-
distance moves are common; possibly reflecting challenges around securing and maintaining
stable accommodation. For the unemployed, long-distance moves potentially pose more
significant challenges, because of problems associated with transport and lack of social
networks. Moreover, those who do move tend to spend less time on income support—though
this reflects the characteristics of the individual rather than the impact of the move. Additionally,
it is not clear that geographic mobility is a facilitator of improved labour outcomes. There is
some evidence, for example, that moves by the unemployed are associated with a desire to
move to areas with lower costs of living rather than improved labour market prospects. In this
context, the availability of affordable housing is likely to be an important consideration in the
decision to move and where to move to (Bradbury and Chalmers 2003).

Operationalising the economic model in an empirical sense does provide challenges. Consider,
for example, the analysis of geographic mobility and its relationship to observed labour market
outcomes. Boman (2012) notes that in examining mobility, unobserved characteristics pose a
challenge. It is not clear that those who move are in fact better off because they moved, or if
they moved as a result of some unobserved characteristic, such as motivation, which makes the
success of a move far more likely. In an analysis of the outcomes experienced by individuals in
Sweden that move from one location to another, there is evidence that, compared to non-
movers, movers have unobservable characteristics that are associated with more favourable
labour market outcomes (Boman 2012). A related issue concerns why geographic mobility is
observed. It may be the case that it is perceived as opposed to actual employment opportunities
that drive mobility. In this case, enhanced employment outcomes do not represent the effects of
mobility so much as the causes of mobility.

Early analysis of the impact of housing tenure on geographic mobility is described in Hughes
and McCormick (1981). Motivated in part by the one-third of households in the UK which at that
time occupied council houses, their results suggest that households in such tenures are
significantly less likely to move across regions in the UK compared to owner-occupiers and
private renters.

Boheim and Taylor (2002) examine the relationship between housing tenure, residential mobility
and labour market outcomes for Britain in the early 1990s. Using the BHPS, they identify that
while the unemployed account for a relatively small proportion of all movers, they are more likely
to move compared to an employed individual (ceteris paribus). Mobility does, however, tend to
fall as unemployment duration increases. They also find that mortgage holders have relatively
lower rates of geographic mobility compared to those in public or private renting, as well as
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those who own their property outright. This may reflect the relative depressed house market in
Britain during this period, as many households experienced negative equity following declines in
nominal house prices. It is noteworthy that among owner-occupiers who moved, over 20 per
cent moved into a rental tenure. Interestingly, a stated desire or preference to move for
employment reasons is highly correlated with actual mobility. Like the empirical analysis in this
report, the analysis in Boheim and Taylor uses a range of methodologies, including random
effects probits to control for unobserved heterogeneity, and distinguishes between long-distance
and short-distance (inter- and intra-regional) moves. Joint analysis of the decision to move
residences and jobs indicates that unobserved characteristics that increase the likelihood of
residential mobility also increase the likelihood of job (employment) mobility.

When considering geographic mobility, the cost of housing is likely to be an important
consideration (Antolin and Bover 1997). Cannari, Nucci et al. (2000) examine evidence for Italy,
noting that internal migration at the time had declined, despite increasing divergence in the
economic performance of the relatively prosperous north. Housing costs, it is argued, are likely
to be important in assessing the costs and benefits associated with a geographical move and
are not always captured by measures of consumer prices. Using aggregate measures of
mobility across regions, the empirical evidence supports the proposition that the north—south
housing price differential is an important factor in explaining the falling patterns of geographic
mobility over time.

The role of house price differentials is also considered by Henley (1998). The analysis in that
paper examines the mobility of home owners in the UK during a period when as many as 20 per
cent were experiencing negative equity, following large declines in nominal house prices during
the late 1980s. Such a situation may impede residential mobility and thereby negatively impact
on labour market outcomes for a variety of reasons. Widespread falls in house prices may mean
that some households are faced with ‘over-consumption’ of housing, as the ability to downsize
or move to alternative tenures is not viable. This may have direct implications for the labour
market if the matching process becomes less efficient. Using a series of duration models,
Henley finds that having negative equity significantly reduces the likelihood that owner-occupied
households exhibit geographic mobility.

In a similar vein to Henley, Chan (2001) uses a hazard rate framework and shows that
households characterised by high LVRs in the New York, New Jersey and Connecticut regions
in the early 1990s exhibited substantially lower rates of geographic mobility, possibly reflecting
spatial lock-in. Moreover, Chan reports asymmetric effects to changes in house prices: while
increases in house prices tend to reduce geographic mobility, possibly in response to improved
local economic conditions, decreases in house prices also reduce mobility, possibly reflecting
loss-aversion on the part of potential sellers. Analysis by Genesove and Mayer (1997; 2001)
highlights the impact of high LVRs on reservation prices and selling times for condominiums in
Boston, a pattern consistent with a spatial lock-in and loss-aversion effect, as identified by
Chan. Ferreira, Gyourko and Tracy (2010) likewise find that negative equity reduces the
likelihood that households exhibit geographic mobility. Together, these analyses serve to
highlight the potentially important role that equity levels can play on the mobility of owner-
occupiers. The empirical analysis in this report addresses this by including information on equity
levels into the empirical specifications.

Quigley (1987) argues that spatial lock-in might result from institutional arrangements
associated with the terms of mortgages, rather than the LVR itself. In particular, households in
the US with fixed rate mortgages may be constrained if, as a result of a move, a new mortgage
at a higher market rate of interest was to be taken on. The analysis in Quigley suggests that
there may be strong lock-in effects for owner-occupiers with mortgages during periods when
interest rates are rising. Such patterns are unlikely to be as pronounced in Australia, where
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households tend to have variable interest rate mortgages, or fixed interest rate terms of
substantially shorter durations.

More recent evidence on the influence of housing tenure on geographic mobility is provided by
Farber (2012). By focusing on the behaviour of American jobseekers in the period after the
GFC, Farber is able to explore how changes in housing equity arising from wide-spread price
declines impacted on the mobility of unemployed workers. An important feature of the analysis
is the variation in economic circumstances arising from house price declines following the GFC
that he is able to exploit. Arguably, any potential ‘lock-in’ effects associated with home
ownership in this instance is exogenous to the decisions of the home owner. While noting the
generally high geographic mobility of job-losers in the face of deteriorating labour markets in the
pre-GFC period, Farber finds that in the post-GFC environment, home owning job-losers in fact
became more mobile relative to those in rental tenures. Although renters tend to be more
mobile than home owners, the post-GFC experience suggests that deteriorating house markets
do not inhibit adjustment by owners following the loss of employment.

In Sections 2.2 to 2.4, we present the results from the analysis of geographic mobility. In
addition to analysis of moves defined by their spatial nature, the behaviours of different groups
are also analysed. For example, the geographic mobility of unemployed and underemployed
individuals is considered in Section 2.3. These groups are of particular interest from a policy
perspective. In all cases, the results presented focus on the role of housing tenure and housing-
related variables. Full details of the specification used and the full set of results are presented in
Appendix 2.

2.2 Geographic mobility among individuals

The specifications reported in Table 1 examine the geographic mobility of all individuals in
households aged 25 and above across waves of HILDA. Summary statistics for the pooled
cross section used in the analysis in this chapter are presented in Appendix 1. In these
specifications, mobility is defined as a change in address across consecutive waves of HILDA
between period t and (t+1). That is, no distinction is made between short-distance or long-
distance geographic moves, so all moves are defined as representing geographic mobility and
termed ‘any move’. Subsequent analyses reported in Table 2 consider cross-region moves
separately. Note that the specifications in Table 1 successively add additional housing-related
information and variables to the specification. This additional information reflects the key
themes identified in the literature. For example, the literature highlights how owners are not a
homogeneous group, so a distinction is made between outright owners and those with a
mortgage. Moreover, information on the level of indebtedness in the form of the LVR is included
in some specifications. Specification (1) has five types of tenure: outright home ownership,
ownership with a mortgage, private rental, public housing and rent-free tenure. In specification
(2) additional information on mortgagors is included by incorporating information on the self-
reported LVR of home owners. Three such categories are identified: those with a LVR greater
than 0.8, those with a LVR between 0.5 and 0.8, and those with a LVR between 0 and 0.5.
Subsequent specifications include additional information about the individual's own housing
situation, along with the level of house prices in the local area in which they reside. Information
on other contextual variables, in particular the unemployment rate in the local labour market
region, is also included in the specifications.

The results of the statistical analysis are largely consistent with a priori expectations. In
specification (1), for example, owner-occupiers with a mortgage are the least likely to report
moving across waves of HILDA, while those in private rental tenures are the most likely to
exhibit geographic mobility. The marginal effects indicate that private renters are approximately
15 percentage points more likely to report moving. Social renters are more likely to move
compared to outright owners (marginal effect of 3.5 percentage points), while owner-occupiers
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with a mortgage are slightly less likely to report moving. In specification (2), those residing in a
household with a mortgage are further disaggregated by the level of the LVR. This analysis
indicates that it is those with a high LVR (greater than 0.8) along with those with a low LVR (less
than 0.5) who report being the least likely to move. The relationship between housing tenure
and geographic mobility is generally consistent across specifications. Notably, however, the
coefficients on the owner-occupiers become insignificant when actual housing costs are
included in the model (specification 6). The coefficient on this is negative and suggests that an
increase in the individual's housing costs is associated with a decrease in the probability of
moving. Geographic mobility is also related to other housing-related measures. Higher local
area housing costs, measured at the SA3 level, are associated with an increase in the likelihood
of moving, as is being in arrears on housing costs in the previous year.

The specifications reported in Table 1 also include a range of individual and local area
characteristics that are likely to influence mobility decisions. The regressions indicate that the
local unemployment rate is positively related to geographic mobility, albeit in a statistically
insignificant manner. The unemployment rate included in the specification is measured at the
SA3 level and is merged into the confidentialised HILDA dataset using appropriate geographic
identifiers. In this this way, a more localised measure of the health of the labour market is
included in the empirical specifications. Measures of the individual's labour force status suggest
that in general it is the unemployed who are more likely to move across waves, though in
specifications (5) and (6) the coefficient is statistically insignificant. Notably, there is no evidence
that the underemployed are more or less likely to move relative to the omitted category group of
full-time employed individuals.

The results of the statistical analysis reported in Table 1 do not distinguish between different

types of geographic mobility for the individuals. To assess different types of spatial moves, in
Table 2 results from a second series of models for individuals are reported using specification
(6) from Table 1.
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Table 1: Geographic mobility among individuals

) () ®) (4) (®)

(6)

Owner with mortgage -0.011***
(0.003) ) ) ) ) )
LVR <0.5 -0.012% -0.012% -0.0123%** -0.012% -0.007
) (0.004) (0.004) (0.004) (0.004) (0.004)
LVR >=0.5 & <0.8 -0.005 -0.005 -0.005 -0.006 0.001
) (0.004) (0.004) (0.004) (0.004) (0.005)
LVR >=0.8 -0.015* -0.015* -0.0146** -0.015* -0.007
) (0.005) (0.005) (0.005) (0.005) (0.006)
Private renters 0.154%%* 0.154%** 0.153%** 0.153%** 0.150%** 0.154™
(0.004) (0.004) (0.004) (0.004) (0.004) (0.004)
Social renters 0.035%** 0.035%** 0.033%** 0.033*** 0.033%** 0.036™
(0.006) (0.006) (0.006) (0.006) (0.007) (0.007)
Rent-free 0.124%%* 0.124%%* 0.124%%* 0.124%%* 0.122%%* 0.122™
(0.006) (0.006) (0.006) (0.006) (0.006) (0.006)
Years at address -0.003** -0.003* -0.003*** -0.003*** -0.003*** -0.003™
(0.000) (0.000) (0.000) (0.004) (0.000) (0.000)
Employed part-time -0.008* -0.008* -0.008* -0.008* -0.006 -0.006
(0.003) (0.003) (0.003) (0.000) (0.003) (0.003)
Unemployed 0.0155** 0.016** 0.016** 0.016** 0.009 0.010
(0.006) (0.006) (0.006) (0.001) (0.006) (0.006)
NLF marginally attached -0.004 -0.004 -0.004 -0.004 -0.005 -0.005
(0.005) (0.005) (0.005) (0.003) (0.005) (0.005)
NLF not marginally -0.005 -0.006 -0.006 -0.005 -0.004 -0.004
attached (0.004) (0.004) (0.004) (0.006) (0.004) (0.004)
Underemployed -0.000 0.000 0.0006 0.000 -0.002 -0.002
(0.004) (0.004) (0.004) (0.005) (0.004) (0.004)
Average area (SA3) 0.001 0.001 0.002** 0.002™
house value/10,000 ) ) (0.000) (0.000) (0.000) (0.000)
Area (SA3) 0.001 0.001 0.001
unemployment rate ) ) ) (0.005) (0.000) (0.000)
Couldn’'t pay 0.009* 0.009"
rent/mortgage ) ) ) ) (0.004) (0.004)
Monthly housing -0.000™
costs/100 (0.000)
Wald Chi? 10121.55**  10124.75**  10054.94***  10056.80***  8835.18**  8820.86***
LR test of rho 408.81** 407.10%* 407.13** 407.22%% 310.04**  314.38%*
Observations 108,441 108,441 108,275 108,275 96,128 96,107

Notes: Coefficients reported in Table 1 are marginal effects and associated standard errors from a random effects
probit specification. The base or omitted category is the outright home owner. Other controls in the specification
include those for gender, age, education, state of residence and time dummy variables. Controls are measured in
period t and so represent the lagged value of characteristics. Full results are presented in Appendix 2. Statistical
significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively. Smaller sample sizes for
specifications (3)—(6) reflect missing data about included housing-related variables.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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The estimates reported in Table 2 define mobility as a move across a defined spatial unit, either
an SA2 (1), SA3 (2) or an interstate (3) move. The results from this analysis are similar to those
reported in Table 1 and indicate that private renters are the most mobile among the tenure
groups—though as expected, the propensity to move is somewhat lower than when ‘any move’
is considered. For example, private renters are approximately 10 (6) percentage points more
likely to move across SA2 (SA3) boundaries than the omitted category of outright owners. There
is some evidence that unemployed individuals are more likely to make longer distance moves,
with the coefficient in column (2) being positive and significant; the magnitude is, however,
relatively small. Interestingly, there is some evidence that individuals make more substantial
moves across SA2 and SA3 boundaries when local area house prices are high. In columns (2)
and (3), the coefficient on local area house prices measured at the SA3 level is positive and
significant, suggesting that house prices act as a push factor for individuals in the context of
mobility decisions.
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Table 2: Inter-SA2, inter-SA3 and interstate mobility among individuals

(1) (2) 3)
Move across SA2 Move across SA3 Interstate move
-0.008* -0.006* 0.0000
LVR <0.5
(0.004) (0.003) (0.001)
-0.000 0.002 0.002*
LVR >=0.5 & <0.8
(0.004) (0.004) (0.001)
-0.006 -0.003 0.000
LVR >=0.8
(0.005) (0.004) (0.001)
) 0.098*** 0.061*** 0.008***
Private renters
(0.004) (0.003) (0.001)
. 0.015* 0.010 0.003*
Social renters
(0.006) (0.005) (0.001)
0.081*** 0.054*** 0.007***
Rent-free
(0.006) (0.005) (0.001)
Average area (SA3) house 0.002*** 0.002*** 0.000
value/10,000 (0.000) (0.000) (0.000)
0.001 0.000 -0.000
Area (SA3) unemployment rate
(0.001) (0.000) (0.000)
0.006 0.004 0.000
Couldn’t pay rent/mortgage
(0.003) (0.003) (0.001)
) -0.000** -0.000** -0.000
Monthly housing costs/100
(0.000) (0.000) (0.000)
-0.002*** -0.002*** -0.000***
Years at address
(0.000) (0.000) (0.000)
-0.001 -0.001 -0.000
Number of persons
(0.001) (0.001) (0.000)
. -0.007* -0.004 0.000
Employed part-time
(0.003) (0.003) (0.000)
0.010 0.011* 0.002
Unemployed
(0.005) (0.004) (0.001)
) -0.001 0.002 0.002
NLF marginally attached
(0.004) (0.004) (0.001)
) -0.005 -0.001 0.001
NLF not marginally attached
(0.003) (0.003) (0.001)
-0.000 0.001 0.000
Underemployed
(0.004) (0.003) (0.001)
Wald Chi? 6199.06*** 4289.19*** 914.15%**
LR test of rho 310.34*** 367.56%** 255.10***
Observations 96,107 96,107 96,107

Note: Coefficients reported in Table 2 are marginal effects and associated standard errors from a random effects
probit specification. The base or omitted category is the outright home owner. Other controls in the specification
include those for gender, age, education, state of residence and time dummy variables. Controls are measured in
period t and so represent the lagged value of characteristics. Full results are presented in Appendix 2. Statistical
significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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2.3 Geographic mobility among the unemployed and
underemployed

Of particular interest in the current research is the way in which housing is related to behaviours
for those individuals who have suffered a labour market shock of some form. The statistical
analyses reported in Tables 1 and 2 control for the individual's labour force status through a
series of dummy variables. All other variables, such as the unemployment rate and housing
tenure, have the same value for individuals across different labour market states. To provide a
more general specification, and one that allows the relationship of key housing-related
measures to differ across labour market states, in Table 3 we present the results from a series
of specifications that examine the geographic mobility behaviour of unemployed and
underemployed individuals separately. As noted in Chapter 1, the underemployed represent a
relatively large share of the employed population, but one that has attracted little empirical
attention. Underemployment is important because it reflects a less-than-optimal outcome in the
labour market in a similar, though arguably not as acute, manner as unemployment.

In Table 3 we report the results from three specifications for those individuals who are identified
as unemployed or underemployed in HILDA. In particular, we again use specification (6) from
Table 1 and consider for these groups: any move, moves across SA3 boundaries, and interstate
moves. In many cases, the estimated coefficients are insignificant. However, among the
unemployed and the underemployed, it is private renters who show the greatest propensity to
be mobile—though the likelihood of renters moving interstate is less pronounced. In general,
other housing-related variables are unrelated to geographic mobility decisions; though for the
underemployed, higher local area housing costs are associated with a greater propensity to
report mobility across SA3 boundaries in a statistically significant manner.

The key message that comes out of Table 3 and the full set of regression results is that the
underemployed appear to behave in a similar fashion to the unemployed, at least with respect
to geographic mobility. While generally not garnering as much attention as the unemployed, it
remains the case that the underemployed represent a significant share of the labour force, and
the sub-optimal outcomes experienced by this group suggest that the labour market is not
functioning as efficiently as it could.
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Table 3: Geographic mobility among the unemployed and underemployed

Unemployed Underemployed
) ) ®3) (4) ®) (6)
Any move Move Interstate Any move Move Interstate
across SA3 move across SA3 move
-0.054 -0.099** -0.007 -0.009 -0.015 0.005
LVR <0.5
(0.034) (0.031) (0.009) (0.018) (0.014) (0.006)
LVR >=0.5 & -0.065 -0.058 -0.006 0.013 -0.008 0.013
<0.8 (0.042) (0.033) (0.010) (0.023) (0.018) (0.008)
-0.057 -0.021 0.001 0.007 -0.002 0.012
LVR >=0.8
(0.053) (0.040) (0.010) (0.028) (0.022) (0.008)
) 0.158*** 0.050* 0.004 0.162*** 0.063*** 0.016*
Private renters
(0.028) (0.022) (0.007) (0.017) (0.013) (0.008)
) 0.007 -0.001 0.005 0.025 -0.023 0.006
Social renters
(0.036) (0.028) (0.008) (0.026) (0.022) (0.008)
0.093* 0.070* 0.006 0.141%* 0.048* 0.016
Rent-free
(0.043) (0.030) (0.009) (0.027) (0.020) (0.090)
Average area -0.000 0.004 -0.000 0.004 0.004* 0.000
(SA3) house
value/10.000 (0.004) (0.003) (0.001) (0.002) (0.002) (0.000)
Area (SA3) -0.003 -0.006 -0.001 0.005 -0.000 -0.000
unemployment
rate (0.005) (0.003) (0.001) (0.003) (0.002) (0.001)
Couldn’t pay 0.001 0.003 0.006 0.0110 -0.006 -0.003
rent/mortgage (0.021) (0.015) (0.005) (0.013) (0.010) (0.003)
Monthly 0.000 -0.000 0.000 -0.000 -0.000 -0.000
housing
costs/100 (0.001) (0.001) (0.000) (0.001) (0.001) (0.000)
Wald Chi? 231.07*** 119.89*** 33.12 567.18*** 355.58*** 57.96
LR test of rho 3.98* 0.19 3.50* 0.21 1.90 4.58*
Observations 2,562 2,562 2,448 5,789 5,790 5,326

Note: Coefficients reported in Table 3 are marginal effects and associated standard errors. The base or omitted
category is the outright home owner. Other controls in the specification include those for gender, age, education,
state of residence and time dummy variables. Controls are measured in period t and so represent the lagged value
of characteristics. Full results are presented in Appendix 2. Statistical significance at the 5, 2.5 and 1 per cent
levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.

AHURI report 280

41



2.4 Geographic mobility among couples

The final set of specifications dealing with geographic mobility in this chapter consider the
moves by married couples. In many situations, decisions around mobility are likely to be made
at the household level. Moreover, such decisions are likely to reflect the socio-economic
characteristics and circumstances of members of the household. For the purpose of this
analysis, married males from the individual sample were selected, as housing-related decisions
around tenure are often linked to marital ties. The household characteristics of these males
were included in the statistical analysis, along with their own personal characteristics. Moreover,
the labour market status of each individual in the couple was included as control variables in the
specification. It is likely, for example, that whether one partner is unemployed or underemployed
is an important factor in determining whether the household exhibits geographic mobility.
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Table 4: Geographic mobility among married couple households

1) (2) (3) 4)
Any move Move across SA2 Move across SA3 Interstate move
-0.010 -0.008 -0.004 0.001
LVR <0.5
(0.006) (0.005) (0.004) (0.002)
-0.004 0.002 0.004 0.005"
LVR >=0.5 & <0.8
(0.007) (0.006) (0.005) (0.002)
-0.006 -0.0004 0.001 0.001
LVR >=0.8
(0.009) (0.007) (0.006) (0.002)
] 0.136*** 0.086™ 0.056™ 0.011™
Private renters
(0.006) (0.005) (0.005) (0.002)
) 0.065*** 0.036" 0.033™ 0.009"
Social renters
(0.013) (0.011) (0.009) (0.003)
0.101*** 0.065™ 0.042™ 0.005
Rent-free
(0.010) (0.009) (0.007) (0.003)
Number of years at -0.002*** -0.002™ -0.001™ -0.000™
address (0.000 (0.000) (0.000) (0.0001)
Female householder 0.024* 0.008 0.004 -0.001
underemployed (0.012) (0.010) (0.008) (0.003)
Female householder -0.008 -0.003 -0.006 0.001
unemployed (0.012) (0.010) (0.008) (0.003)
Male householder -0.013 -0.002 -0.002 0.000
underemployed (0.010) (0.009) (0.007) (0.002)
Male householder -0.003 0.007 0.009 -0.003
unemployed (0.012) (0.010) (0.008) (0.003)
One or more h/hold 0.002 0.000 0.003 0.001
members NLF (0.004) (0.003) (0.003) (0.001)
Average area (SA3) house -0.001 0.001 0.002™ 0.000
value/10,000 (0.001) (0.001) (0.001) (0.000)
Area (SA3) unemp|0yment -0.001 -0.001 -0.000 0.000
rate (0.001) (0.001) (0.001) (0.000)
Couldn't pay -0.001 -0.004 -0.004 -0.002
rent/mortgage (0.007) (0.007) (0.005) (0.002)
] -0.0001 -0.0001 -0.00 -0.000
Monthly housing costs/100
(0.000) (0.000) (0.000) (0.000)
Wald Chi? 2095.22%** 1443.98*** 1009.70*** 280.86™
LR test of rho 29.30*** 24.48%* 41.72%* 30.55™
Observations 26,521 26,521 26,521 26,521

Note: Coefficients reported in Table 4 are marginal effects and associated standard errors. The base or omitted
category is the outright home owner. Other controls in the specification include those for gender, age, education,
state of residence and time dummy variables. Controls are measured in period t and so represent the lagged value
of characteristics. Full results are presented in Appendix 2. Statistical significance at the 5, 2.5 and 1 per cent
levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Four specifications are reported in Table 4. The first defines geographic mobility as consisting of
any move across consecutive waves of HILDA. The remaining specifications define mobility by
focusing on moves that entail a move across a SA2 boundary or SA3 boundary, or interstate.
The results of the analysis are similar to those for individuals and highlight the significantly
higher propensity of couples in private rental tenures to report geographic mobility. While social
renters are more mobile than owners, they remain significantly less mobile than those in private
rental accommodation. Interestingly, the measures of household unemployment and
underemployment do not in general have significant impacts on geographic mobility. One
exception to this is the results reported in column (1), where female underemployment is
associated with a higher likelihood that the couple moves across waves of HILDA. One possible
reason for the insignificance of unemployment/underemployment across the specifications
reported in Table 4 is that the couple relationship provides a means by which the risk
associated with economic shocks such as these can be shared across household members,
possibly reducing the necessity of mobility. As with the results for individuals, in the specification
that considers mobility across SA3 boundaries there is some evidence that higher housing costs
in the local area are associated with a greater probability of mobility.

2.5 Policy development implications

The Oswald thesis posits that there is a direct link between levels of home ownership and
unemployment rates. An important mechanism by which this relationship is propagated is
through lower rates of geographic mobility among home owners, which are generally attributed
to the higher costs of such moves compared to the costs for individuals in other tenures,
especially private renters. The analysis in this chapter addresses that issue directly by
considering the propensity of individuals and couples to report geographic mobility across
successive waves of HILDA. Moreover, the analysis has been undertaken for specific sub-
groups, and controls for an array of socio-economic measures which are generally considered
to be relevant for the mobility decision.

From a neoclassical economic perspective, geographic mobility is a decision that can be
characterised as being driven by a comparison of the costs and benefits of ‘staying’ rather than
‘moving’. While some of those costs are idiosyncratic and household or person dependent, a
variety of housing-related factors and policy settings can have a direct impact on the costs
associated with geographic mobility, especially in regards to tax and transfer policies. These
include policy settings that impact on individuals across tenures.

In the case of home owners, the impediments to geographic mobility are generally associated
with the stamp duty and transaction costs that are coupled with transfers of ownership. It is
generally acknowledged that such taxes reduce mobility relative to what they would be in an
environment with a more neutral tax setting, such as a broad-based land tax (Davidoff and
Leigh 2013; Henry, Harmer et al. 2009). More generally, it is acknowledged that the preferential
treatment of owner-occupied housing in the Australian tax and transfer system provides a range
of incentives for home ownership as a dominant form of tenure (Henry, Harmer et al. 2009).
While such an outcome generates a range of positive outcomes, the impact on reduced rates of
mobility should be noted.

Geographic mobility is generally assumed to be less costly for private renters. Moreover, the
Australian system of transfers provides a well-targeted set of benefits, which in the case of
housing assistance in the form of CRA, ‘moves with the household’. This is seen as a key
benefit of such an approach, though the potential inadequacy of CRA and variation in the
relative value of CRA across markets is potentially one aspect of the program that could be
revisited.
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The evidence in this chapter suggests that individuals in social housing are substantially less
mobile than those in private rental accommodation, and exhibit similar, though slightly higher,
rates of geographic mobility to those in owner-occupation. Social housing provides specific
challenges for a number of reasons. In general, social housing recipients exhibit relative high
levels of need for support. Moreover, those in social housing are presented with the challenge
that geographic mobility may mean the loss of this form of housing assistance. Mobility in this
context may be very costly—an issue that can potentially be addressed through appropriate
policy measures that reduce the risks of relocating and ensure continued security of tenure.
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3 Housing tenure, attitudes to risk and geographic
mobility

Geographic mobility decisions can impose potentially large costs and uncertainty
on individuals and households. For risk-averse individuals, such costs might be a
key factor in discouraging mobility. Moreover, such costs and associated risks
potentially differ across tenure types. Home owners, for example, may face large
capital losses in moving between housing markets. Econometric analysis has sought
to identify how attitudes to risk impact on geographic mobility decisions and how
this differs across tenure types.

The statistical analysis in this chapter uses a measure of an individual’s willingness
to accept financial risk to identify the relationship between geographic mobility and
risk aversion across individuals in different tenures. The findings indicate that:

e There is some, albeit limited, evidence that risk-averse individuals are less likely
to exhibit geographic mobility.

¢ Risk-averse home owners with mid to high LVRs and private renters are less
likely to report moving across waves of HILDA.

e For the unemployed and the underemployed, there is no evidence that attitudes
to risk are related to geographic mobility.

In this chapter we augment the analysis from Chapter 2 by considering one aspect of
geographic mobility that has attracted relatively little attention, namely attitudes to risk. The
Productivity Commission (2014b) notes that attitudes to risk are likely to be an important
consideration in the context of mobility decisions (p. 44). Moving is inherently uncertain, with
existing social networks likely to be lost, and risks associated with employment prospects and
housing markets. While some individuals may see a change of location as part of an
‘adventure’, among risk-averse individuals the uncertainties associated with a potential move
may represent an additional psychological cost. Moreover, for home owners, the potential
impacts on housing wealth may discourage geographic mobility.

In Section 3.1 we consider existing research on the way attitudes to risk impact on geographic
mobility decisions. In Section 3.2, we present results from our analysis, building on the analysis
presented in Chapter 2 by augmenting the specifications in that chapter with measures that
capture the individual's attitude to risk.

3.1 Empirical research on attitudes to risk, housing tenure and
geographic mobility

Decisions around geographic mobility are likely to reflect expectations about the costs and
benefits that will accrue over time. Such costs and benefits are, by their very nature, uncertain
(Chung and Haurin 2002). Kan (2003) explores the role of attitudes to risk in influencing
geographic and job changes using the PSID. The analysis in that paper utilises a multinomial
random effects probit model and identifies that individuals who are risk-averse are less likely to
make changes in either residential location or job—with the impact of risk aversion largest for
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moves that entail residential and job mobility. Nonetheless, Kan argues that risk aversion would
seem to play a relatively small part in the overall mobility decision.

For existing home owners, potential capital losses on housing pose one source of risk when the
mobility decision is being considered. Such concerns may be particularly important in contexts
where housing prices have demonstrated sustained declines over time. Nonetheless, analysis
based on declines in US house prices during the 1990s suggests that the geographic mobility of
home owners was not constrained by falling house prices. In particular, Engelhardt (2003)
examines the behaviour of owner-occupiers in the US who had high LVRs at the time the home
was purchased. While the analysis identifies that household mobility is significantly influenced
by nominal loss aversion, there is limited evidence that low equity associated with falling house
prices constrains mobility. Chan (2001) also finds evidence that loss aversion on the part of
owner-occupiers limits residential mobility. However, the analysis in that paper indicates that
home owners in the US who experienced lower house prices, exhibited substantially lower rates
of geographic mobility than would have occurred in the absence of house price declines.

The Productivity Commission, in its 2015 report on geographic mobility, noted that the risks
faced by the unemployed may be particularly acute. For very low-skilled individuals, geographic
mobility can be associated with a higher risk of entering poverty and homelessness. Moreover,
frequent moves can undermine social networks and educational outcomes for individuals and
their children. There is also some evidence that individuals who might be termed ‘more
adventurous’ are more likely to be open to moving, especially to moving significant distances (p.
176). Finally, it may be the case that the legal and administrative costs associated with moving
provide an additional barrier in the event that the individual is particularly risk-averse.

3.2 Analysis of attitudes to risk, housing tenure and geographic
mobility

A key benefit of the HILDA dataset is the extensive set of control variables that are available for
analysis. In a number of waves of the data, individuals are asked about their willingness to take
on financial risk.14 Individuals who indicate that they would ‘not be willing to take any financial
risk’ are identified as being risk-averse for the purpose of the analysis presented below. Though
not a direct measure of the level of risk aversion for the individual, the constructed measure
provides a proxy for willingness to take on a risky outcome across a number of waves of the
HILDA dataset.

The analysis proceeds by augmenting the specifications reported in Chapter 2. In particular,
four empirical specifications are reported in Table 5. In all specifications the dependent variable
is whether the individual reports moving across waves of HILDA. In specification (1), a simple
measure of risk aversion is added, while in specification (4) the measure of risk aversion is
interacted with the various tenure categories. In columns (2) and (3), the specification used in
column (1) is repeated using the sample of unemployed and underemployed individuals
respectively. Note that sample sizes are substantially smaller than those used in Chapter 1
because of the more limited availability of the information about financial risk in the HILDA data.

14 Specifically, individuals with sufficient funds are asked about their willingness to take on risk in exchange for
additional returns in all waves except wave 5, 7 and 9. In addition, for those who do not have cash funds, they
are asked about their willingness to take on financial risk assuming they did have cash in waves 6, 8 and 10 to
14. The sample used in the analysis for this chapter uses waves 10 through to 14 of the HILDA data. Due to the
categorical coding of the variable, it is not possible to include a cardinal measure of risk aversion in the empirical
models.
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Table 5: Geographic mobility decisions and attitudes to financial risk

(1) 2 3) (4)
All Unemployed Underemployed Interactions
-0.023** -0.134 -0.023 -0.017
LVR <0.5
(0.007) (0.069) (0.034) (0.009)
-0.003 -0.045 0.041 0.011
LVR >=0.5 & <0.8
(0.008) (0.067) (0.042) (0.010)
-0.0278** 0.009 -0.002 -0.012
LVR >=0.8
(0.010) (0.083) (0.051) (0.012)
) 0.135%** 0.110* 0.178*** 0.147**
Private renter
(0.007) (0.044) (0.033) (0.009)
. . 0.030* -0.0032 -0.017 0.056**
Public housing
(0.012) (0.062) (0.054) (0.021)
0.117%** 0.105 0.167*** 0.1217***
Rent-free
(0.0112) (0.062) (0.042) (0.014)
Risk-averse -0.010** 0.039 -0.000 0.011
(0.004) (0.028) (0.016) (0.009)
Local housing costs 0.002** -0.001 0.005 0.002**
(0.001) (0.007) (0.004) (0.001)
Unemployment rate 0.000 -0.003 0.005 -0.000
(0.001) (0.008) (0.005) (0.001)
0.014* 0.028 -0.015 0.014*
Couldn’t pay rent/mortgage
(0.007) (0.036) (0.024) (0.007)
. -0.000 0.001 0.000 -0.000
Actual housing costs
(0.000) (0.001) (0.001) (0.0004)
. -0.014
[LVR <0.5]xRisk-averse - - -
(0.013)
[LVR >=0.5 & LVR >0.8]xRisk- i i ) -0.031*
averse (0.013)
. -0.037*
[LVR >=0.8]xRisk-averse - - -
(0.016)
. . -0.025*
[Private renter]xRisk-averse - - -
(0.0112)
i , , -0.044
[Public housing]xRisk-averse - - -
(0.024)
. -0.015
[Rent-free]xRisk-averse - - -
(0.020)
Wald Chi? 2929.36*** 70.89* 265.24*** 2938.85***
LR test of rho 40.84**+* 0.97 5.30 40.03***
Observations 31,554 855 1,912 31,554

Note: Coefficients reported in Table 5 are marginal effects and associated standard errors. The base or omitted
category is the outright home owner. Other controls in the specification include those for gender, age, education,
state of residence and time dummy variables. Controls are measured in period t and so represent the lagged value
of characteristics. Full results are presented in Appendix 2. Statistical significance at the 5, 2.5 and 1 per cent
levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 10 to 14 of HILDA.
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The empirical results show some, albeit limited, association between risk aversion and
geographic mobility. The variable ‘risk-averse’ is statistically significant when entered
individually into the specifications for all individuals (column (1)) and is associated with a small
reduction in the likelihood that the individual reports geographic mobility across waves of HILDA
(in the order of 1%). Using a similar specification for the unemployed (column (2)) and
underemployed (column (3)), the coefficient on the measure of risk aversion is statistically
insignificant. When interacted with tenure, the results indicate that risk aversion is associated
with a lower propensity to exhibit geographic mobility among some groups. In particular, risk-
averse individuals in owner-occupied dwellings with LVRs greater than 0.5 and those in private
rental accommodation exhibit lower rates of geographic mobility.

3.3 Implications for policy development options

The statistical analysis reported in Table 5 does not suggest that attitude to risk is strongly
associated with geographic mobility decisions. It is important to stress, however, that the
analysis is limited by a number of considerations. First, it should be emphasised that the
measure of risk aversion used is not ideal, but rather reflects the information which is available
in the HILDA dataset. Moreover, for those who do not have spare cash available for investment
purposes, the question about the type of financial risk they would be prepared to take is posed
in a hypothetical sense, and may be a poor measure of actual attitudes to risk. Finally, the
sample sizes used in the analysis are substantially smaller than those used in the analysis
reported in Chapter 2 and thus the results should be treated cautiously.

Nonetheless, the analysis does serve to highlight the potential importance of the risks
associated with geographic mobility. As the Productivity Commission (2014b) notes, there are
various sources of risk associated with mobility. Given that individuals who are risk averse are
less likely to exhibit geographic mobility, to the extent that these can be minimised at relatively
low cost, they are likely to enhance rather than hinder geographic mobility and labour market
adjustment more generally.
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4 Housing tenure and job search intensity

Job search models posit that unemployed individuals undertake search until they
find a suitable match with a prospective employer. Importantly, job search models
provide sound theoretical underpinnings for the Oswald thesis and the SMH.

There are a number of alternative dimensions, along with behavioural adjustments,
that may occur in job search models. The intensity of job search activities is a
potentially important means by which the unemployed can alter the likelihood that
they receive an offer of employment.

The statistical analysis in this chapter compares the job search intensity of
unemployed individuals across different tenures. Information on the level of
unemployment in the individual’s local labour market is included, along with a
range of housing-related measures. The findings indicate that:

e Owner-occupiers with low LVRs tend to search less intensively than other groups
of unemployed individuals, possibly reflecting the use of accumulated equity to
fund a longer period of job search.

¢ Financial stress related to housing is associated with significantly higher rates of
job search activity.

In this chapter and the next, specific aspects of the behaviour of unemployed individuals is
examined, namely job search intensity and the level of the reservation wage. Job search
models provide an underlying conceptual framework that motivates this analysis. Search theory
has a long tradition in economics and the framework captures the idea that economic agents
make rational utility-maximising decisions over time that require accumulation of information
(Mortensen 1986). Search theory has been fruitfully applied to labour markets, where the
actions of unemployed individuals are analogous to that of a ‘shopper’ who is trying to identify
the best transaction to engage in. For a shopper who is attempting to purchase a good, this will
usually mean the lowest possible price. In the case of an unemployed jobseeker, the best
outcome is a job that offers the highest possible wage.

At a very rudimentary level, job search theory posits that unemployed individuals who are
searching for jobs periodically receive offers of employment.i1s Those offers of employment are
generally characterised as a wage which may or may not be acceptable to the individual.s If the
offer is acceptable, then a successful match between the unemployed jobseeker and the
employer ensues, the job search ends and an exit from unemployment occurs. If no offer is
received, or the offer is unacceptable, the search continues.

A key aspect of job search models, described above, is that they focus on the costs and
benefits of accepting an offer that is made versus continued search. Much of the empirical

15 The discussion in this chapter will focus on unemployed individuals. Job search models can be generalised to
include ‘on-the-job’ search by employed individuals.

16 More realistically, jobs generally encompass a variety of dimensions including the number of hours required
and location of the job. Search models generally extrapolate from such complexities and focus on the offered
wage. While doing so results in some loss of generality of the model, the fundamental results posited by job
search models remain.
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analysis that has adopted the job search framework has, for example, considered how income
support measures available to unemployed individuals impact on exits from unemployment.
Intuitively, an increase in the benefits available while unemployed reduces the cost of being
unemployed and, a priori, would be expected to increase the time until an exit from
unemployment occurs. Similarly, when examining the potential costs and benefits of the offer
that is made, links between housing tenure and labour markets become apparent. Indeed, the
discussion of the Oswald thesis in Chapter 2 makes clear that at a micro-economic level, the
potential relationship between housing tenure and outcomes in the labour market are couched
in terms of search models. Similarly, Coulson, Laing and Wang (2001) present a theoretical
model of the SMH that relies on a job search model in which costly matching between
employees and employers leads to predictions consistent with the empirical regularities
associated with the SMH.

In the empirical analysis for this report, three aspects of the job search approach are of
particular relevance. The first is the intensity of job search activity that is undertaken. In simple
job search models it is assumed that the offers arrive periodically through some random
process. In essence, job search is exogenous or given and is not a choice open to the
individual. More realistically, unemployed individuals choose the level of search that is
undertaken and in doing so influence the rate at which offers of employment are received. To
return to the example of unemployment benefits, in many countries it is the case that payments
to the unemployed last only for a finite period. As the time before benefits expire approaches, it
is generally hypothesised that unemployed individuals will search more intensively and thereby
increase the number of offers that ‘arrive’. This behaviour, namely search intensity, forms the
focus of the analysis in this chapter.

The second aspect of interest relates to what constitutes an acceptable offer for an unemployed
jobseeker. In job search models, offers of employment are generally considered to be
acceptable if they exceed what is referred to as the individual's reservation wage. In a stationary
model of job search, in which the environment and the individual's situation does not change
over time, the reservation wage will generally be constant over the period of job search. In
effect, the individual simply waits for an offer of employment at a wage that exceeds the fixed
reservation wage. In richer models of job search, the reservation wage is time dependent and
reflects the costs and benefits associated with continued job search. To return again to a
situation of finite unemployment benefits, search models generally hypothesise that as the point
when those benefits exhaust approaches, jobseekers will tend to reduce their reservation wage.
Put another way, the cost associated with continued search without the financial support
provided by unemployment benefits exceeds the potential benefits associated with getting a
higher wage offer in future periods. This aspect of the search process, namely the level of the
reservation wage, forms the focus of the analysis in Chapter 5.

So what might be the implications of housing tenure for decisions concerning reservation wages
and job search intensity? Housing-related considerations are likely to be important for both job
search intensity and reservation wage setting. Across tenure types, individuals face different
constraints with respect to the ability to undertake job search over a prolonged period. For
renters and those with mortgage commitments, the ability to undertake protracted job search
may be severely constrained. Conversely, individuals in social housing or outright owners may
have a greater capacity to undertake search for an extended period of time. In the case of
outright owners, mortgage commitments do not represent a pressing constraint and the
availability of home equity potentially provides an opportunity via which search activities can be
funded over time. For those in public or social housing, income-dependent rents mean that
periods of low income are potentially less constraining, at least in terms of housing
circumstances, than other tenures such as private rental accommodation. On the other hand,
for those with mortgage commitments or who are renting privately, housing costs may constrain
the set of acceptable offers. In short, housing tenure will affect the benefits and costs
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associated with accepting an offer of employment. In turn, housing tenure may impact on the
individual's search intensity and their reservation wage.

The final issue of interest stemming from job search models relates to the relationship between
job search and the location of any offer that is available. In general, job search models do not
distinguish between offers of employment that are ‘local’ and those that are ‘non-local’. From a
housing perspective, such a distinction is likely to be important. The local labour market
potentially offers a number of advantages—for example, travel or commuting costs are likely to
be lower—and thus the impetus to move is substantially lower. To the extent that geographic
mobility costs vary across tenure types, the difference in costs (and therefore the net benefits)
of offers of employment across local and non-local employment markets is likely to be
significant. As discussed previously, it is generally assumed that home owners experience
significantly higher geographic mobility costs than those in private rental accommodation.
Moreover, for those in social housing the costs of geographic mobility can be very high given
the non-fungibility of this form of assistance and the long wait lists associated with social
housing.

The importance of the distinction between local and non-local markets is highlighted by
Morescalchi (2016), who describes a model in which the unemployed can search in both local
and non-local markets. In this model, the higher costs of geographic mobility for home owners
mean that job search intensity is higher and reservation wages are lower in local markets
compared to non-local markets. In Chapter 6, we begin to explore this issue by considering
patterns of geographic mobility and job mobility over time among individuals who are employed.
In particular, we consider models in which geographic mobility and job mobility examined, with
separate models for local and non-local mobility.

4.1 Empirical research on job search intensity

The existing literature on the intensity of job search is relatively limited, in part because of data
constraints around the type and amount of job search that is undertaken by unemployed
individuals. In a recent study, Morescalchi (2016) investigated the behaviour of unemployed
jobseekers in the UK during the period 1999-2009. In that analysis, alternative types of search
activities are examined, including: the use of job centres or careers offices; newspaper
advertisements; direct applications to employers; and the use of personal networks such as
friends and relatives. The analysis examined the behaviour of individuals in four housing
tenures: outright owners, owners with a mortgage, social renters and those renting private
accommodation. The analysis in that paper identifies that outright owners search less
intensively than private renters, by approximately 11 per cent. Mortgagors have the highest
level of search intensity, while unemployed jobseekers residing in social housing search
significantly less intensively than private renters. Interestingly, although outright owners search
less intensively than private renters, they tend to exhibit shorter spells of unemployment.
Evidence in the paper suggests that this is due, in part at least, to the use of more efficient or
effective search methods.

Bodheim and Taylor (2001) also note that different job search techniques show varying degrees
of effectiveness. While they argue that housing tenure is unlikely to directly impact on the
search strategies adopted, they highlight that finding a job may be linked to ‘social cohesion’,
with many jobs found through informal networks and personal contacts. To the extent that some
tenure types, such as home-owning, offer more stable or wider social networks, this too may
affect the types and outcomes of job search activities. Béheim and Taylor do not, however,
include tenure status in their analysis of search intensity.
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4.2 Analysis of job search intensity

The analysis reported in this section uses waves 1 to 14 of the HILDA data to examine the job
search behaviour of unemployed individuals. In each wave of the HILDA dataset, unemployed
individuals who report looking for work are asked whether they have engaged in various job
search activities over the previous four weeks. Respondents can nominate a range of activities,
including: answering advertisements for jobs; checking with registered employment agencies;
and contacting friends or relatives. Following Morescalchi (2016) and Boehm and Taylor (2001),
the measure of job search intensity used in the analysis in this chapter is the total number of
different types of activities that are used over the preceding four week period. While such a
measure does not capture the number of times each activity has been undertaken, nor the time
spent in different types of search activities, Morescalchi argues that this nonetheless captures
the amount of search undertaken by unemployed individuals in a reasonably robust manner
(2016: 295).17

The nature of the measure used in this analysis relies on a somewhat different econometric
approach to that used in Chapters 2 and 3. The dependent variable in this case is a number
between zero and eight, reflecting the number of types of job search activities that the
unemployed individual can report undertaking in the preceding four weeks. Because of the
discreteness of the dependent variable and the limited number of values it can take, a count
data approach is used in the empirical specifications. In particular, a series of Poisson
regression models are estimated, where the regression fits models of the number of
occurrences or ‘counts’ of job search activities over the four week period the respondent is
asked about. Summary statistics of the sample used and a description of the estimation model
are presented in Appendices 1 and 2 of this report, respectively.

Table 6 shows results from a series of specifications that are analogous to those reported in
Table 1. Housing tenure and housing-related variables are included in the specifications, with
successively more detailed information included in subsequent specifications. Again, the
omitted tenure category is outright owners. Only a selected set of results are reported in
Table 6, though full results are presented in Appendix 2.1s In the full set of results, many of the
relationships are consistent with a priori expectations. For example, job search intensity
increases with unemployment duration, and also increases with education level. It is notable
that the local unemployment rate is not related to the level of job search intensity.

The results in column (1) of Table 5 suggest that unemployed individuals with a mortgage use
fewer search activities (i.e. they search less intensively) relative to outright owners—using about
0.2 fewer activities. Individuals in public housing use 21 per cent fewer search methods than
outright owners, while private renters use approximately 0.14 more search methods than
outright owners—in both cases, however, the effects are not significant at standard levels of
significance.

17 The models reported in Table 6 uses as the dependent variable the total number of search types reported by
the respondent over a the four week period. An alternative specification was also estimated, in which the number
of ‘active job search activities’ was used as the dependent variable. Active job search activities included looking
in print media or online, but not actually answering an advertisement. The results of this analysis, which are
available on request, are similar to those reported in Table 6.

18 Note that the full specifications reported in Appendix 2 control for age, education and family status. The results
relating to the effect of tenure discussed in the text should be interpreted as ceteris paribus.
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Table 6: Job search intensity

(1) (2) 3) (4) )
-0.194**
Mortgagor - - - -
(0.092)
-0.221** -0.221* -0.259** -0.145
LVR <0.5 -
(0.104) (0.104) (0.111) (0.126)
-0.146 -0.150 -0.267 -0.096
LVR >=0.5 & <0.8 -
(0.129) (0.130) (0.138) (0.165)
-0.187 -0.190 -0.323 -0.091
LVR >=0.8 -
(0.154) (0.155) (0.167) (0.201)
. 0.141 0.145 0.145 0.048 0.161
Private renter
(0.096) (0.096) (0.097) (0.104) (0.120)
) ) -0.211 -0.208 -0.210 -0.201 -0.128
Public housing
(0.128) (0.128) (0.128) (0.145) (0.150)
-0.201 -0.198 -0.199 -0.229 -0.220
Rent-free
(0.185) (0.185) (0.185) (0.201) (0.200)
-0.004 -0.005 -0.006 -0.004 -0.004
Unemployment rate
(0.017) (0.017) (0.017) (0.018) (0.018)
_ 0.002*** 0.002** 0.002*** 0.003***  0.002***
Unemployment duration
(0.001) (0.001) (0.001) (0.001) (0.001)
, 0.000 0.000* 0.000* 0.000** 0.000**
(Unemployment duration)?
(0.000) (0.000) (0.000) (0.000) (0.000)
_ -0.004 -0.008 -0.004
Local housing costs - -
(0.017) (0.018) (0.018)
0.412**  0.413***
Couldn’t pay rent/mortgage - - -
(0.080) (0.080)
_ -0.011**
Actual housing costs - - - -
(0.005)
Observations 3,459 3,459 3,451 2,916 2,916
Pseudo R? 0.022 0.022 0.022 0.027 0.027

Note: Coefficients reported in Table 6 are marginal effects and associated standard errors from a count data model.
The base or omitted category is the outright home owner. Other controls in the specification include those for
gender, age, education, major statistical region and time dummy variables. Full results are presented in Appendix
2. A random effects model was also estimated and the results from that analysis are similar to those reported in

Table 6. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 10 to 14 of HILDA.

In specifications (2) through (5) in Table 6, owners with a mortgage are disaggregated
according to their level of indebtedness, as measured by their LVR. In specification (2), the
analysis indicates that owner-occupiers with low LVRs report lower rates of job search intensity,
while those with higher LVRs search in a similar manner to outright owners. This pattern may be
consistent with those owners being able to draw on the accumulated equity they have available
in order to prolong search activities. Among individuals in other tenures, the analysis suggests
that job search intensity is comparable with that of outright owners, though private renters on
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average use more search methods than outright owners—in general, however, the coefficients
on those tenures are not statistically significant.

Specification (3) includes a measure of local area housing costs, while specification (4)
incorporates a measure indicating that the individual reports being in housing arrears. The
individual's own housing costs are included in specification (5). Local area housing costs do not
appear to be important for the intensity of job search, though the results in column (4) indicate
that individuals who report not being able to cover rent or mortgage payments over the previous
12 months search much more intensively (ceteris paribus), using 0.4 more search methods.

When the actual housing costs of the individual are included in the specification, the coefficients
on the tenure categories are insignificant. However, the coefficient on the housing cost measure
is negative and statistically significant. This suggests that those individuals with high costs of
housing search less intensively. Such a result is perhaps counterintuitive, though it should be
noted that the specifications in columns (1) through (4) indicate that owner-occupiers with a
mortgage generally search less intensively than outright owners. The negative coefficient on
direct housing costs in column (5) is consistent with this pattern, in that owner-occupiers with
higher mortgage commitments, and hence higher housing costs, search less intensively.
Nonetheless, the underlying pattern is one that warrants additional inquiry.

4.3 Policy implications

Discussion of the implications of the results presented in this chapter for policy development is
set out in Chapter 5 after a second component of job search models, namely the reservation
wage, is considered.
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5 Housing tenure and reservation wages

Job search models posit that unemployed individuals undertake search until they
find a suitable match with a prospective employer. Individuals will accept an offer
of employment if the offered wage exceeds their minimum acceptable wage or the
reservation wage.

The statistical analysis in this chapter compares the reported reservation wages of
unemployed individuals across different tenures. Housing tenure and housing costs
are likely to impact on an individual’s reservation wage and the likelihood they exit
unemployment. The empirical specifications include information on the level of
unemployment in the individual’s local labour market, the length of the
unemployment spell, along with a range of housing-related measures. The findings
indicate that:

e Owner-occupiers with a mortgage generally report higher reservation wages than
individuals in other tenures.

e Owner-occupiers with low LVRs tend to report higher reservation wages.

e Reservation wages of those in rental accommodation and social housing are
lower than those for owner-occupiers (ceteris paribus).

Following the discussion in Chapter 4, in this chapter we turn to a second aspect of the job
search models, namely the level of the reservation wage. Recall that in some job search
models, the individual's reservation wage (lowest acceptable wage to take an offer of
employment) is constant. This is unlikely to be the case in a dynamic setting. In settings where
benefits for an unemployed jobseeker are finite, a decreasing reservation wage reflects the fact
that as the date of benefit expiration approaches, the likelihood of finding a high wage offer gets
lower and the willingness to accept a lower offer of employment increases. Hence, the
reservation wage decreases.

More generally, Mortensen (1986) notes that the reservation wage and financial wealth are
likely to be positively related (p. 861), so that even in a setting like Australia, where
unemployment benefits are not time limited, reservation wages are likely to decrease over time.
Moreover, for similar reasons to those discussed for the intensity of search activity, it is likely
that reservation wages are likely to differ according to tenure.

5.1 Empirical research on reservation wages

Economic research has traditionally tended to focus on how the level of reservation wages
varies according to the level of unemployment in the local area. This focus has reflected the
traditional interest in the ‘wage curve’, that is, the relationship between the level of
unemployment and the level of wages in a given spatial context. With the development of
theoretical job search models and data sources that provide information on the reservation
wages of the unemployed, increasing attention has been directed at the estimation of the
determinants of the reservation wage for individuals (Jones 1989).

For Australia, an early analysis of reservation wages was conducted by Hui (1991). The
analysis in that paper did not explicitly include a variable capturing housing tenure, though it did
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control for geographical location and the willingness of individuals to move for the purpose of
gaining employment. The analysis in that paper indicates that while there was some evidence
that individuals in more remote areas set lower reservation wages, an individual’s willingness to
move for the purpose of securing employment was unrelated to their reservation wage. More
recent analysis by Brown and Taylor (2015) examined the determinants of reservation wages
for the unemployed in the UK. Again, housing tenure is not included in the specification and the
results suggest that an increase in the local unemployment rate is associated with lower
reservation wages (ceteris paribus).

One study that does include housing-related measures is Addison, Centeno and Portugal
(2004). The analysis in that paper considers the reservation wages of unemployed individuals
across a series of European countries. Home ownership does appear to be associated with a
higher reservation wage for the unemployed, though the analysis does not make clear whether
this refers to outright owners only or includes those who have a mortgage.

5.2 Analysis of reservation wages

The analysis reported in this section uses waves 1 to 14 of the HILDA data to examine the
reservation wages of unemployed individuals. In each wave of the HILDA dataset, individuals
who report not working but who wish to work are asked their lowest acceptable wage per hour.
Following Brown and Taylor (2015) and Addison, Centeno and Portugal (2004), a ‘log
reservation wage’ equation is specified. The model is estimated as a standard Ordinary Least
Squares (OLS) specification and includes a series of housing-related variables. 19

As in Chapter 4, Table 7 shows results from a series of specifications that are analogous to
those reported in Table 1. Housing tenure and housing-related variables are included in the
specifications, with successively more detailed information included in subsequent
specifications. Again, the omitted category is outright owners. Only a selected set of results are
reported in Table 7, though full results are presented in Appendix 2. In the full results, many of
the relationships are consistent with a priori expectations. For example, reservation wages
decrease as unemployment duration increases, and increase with education level. Again, it is
notable that the reservation wage is not related to the local unemployment rate.

The results in column (1) of Table 7 indicate that unemployed individuals with a mortgage report
higher reservation wages (4.4% higher) relative to outright owners. Individuals in private rental
and public housing set reservation wages significantly lower (3 and 6% lower respectively) than
outright owners, though these results are not significant for the private renters. In specifications
(2) through (5), owners with a mortgage are disaggregated according to their level of
indebtedness as measured by their LVR. In specification (2), the results indicate that owner-
occupiers with low LVRs report higher reservation wages—recall that these individuals also
reported lower rates of job search intensity. Among individuals in other tenures, the analysis
suggests that reservation wages are also lower than those reported by owner-occupiers.
Unemployed individuals in private rental accommodation have lower reservation wages
compared to owner-occupiers with low LVRs, while reservation wages are lower again for
individuals in social housing.

Specification (3) includes a measure of local area housing costs, while specification (4)
incorporates a dummy variable indicating if the individual reported difficulties in paying housing
costs in the past year. The individual's own housing costs are included in specification (5). The
regression results suggest that local area housing costs are strongly and positively correlated

19 An additional specification controlling for unobserved heterogeneity using a random effects specification was
also estimated. The results from that analysis are similar to those reported in Table 7.
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with reported reservation wages, though care needs to be taken before attributing a causal
effect to this correlation. It is possible, for example, that high reservation wages and in turn
higher wages may have a direct causal impact on housing costs. Further, it is possible that
other unobserved characteristics associated with particular regions are associated with both

high housing costs and high wages.

Table 7: Reservation wage estimates

(1) (2) 3 (4) (5)
Mort 0.044***
ortgagor - - - -
929 (0.016)
0.063*** 0.062*** 0.064*** 0.005
LVR <0.5 -
(0.018) (0.018) (0.020) (0.022)
0.021 0.036 0.024 -0.063*
LVR >=0.5&<0.8 -
(0.022) (0.022) (0.024) (0.028)
0.018 0.029 0.043 -0.076**
LVR >=0.8 -
(0.027) (0.027) (0.029) (0.036)
_ -0.019 -0.022 -0.020 -0.023 -0.081***
Private renter
(0.018) (0.018) (0.017) (0.019) (0.022)
) ) -0.057** -0.060*** -0.059%** -0.044 -0.081***
Public housing
(0.023) (0.023) (0.022) (0.025) (0.026)
-0.004 -0.006 -0.007 -0.002 -0.006
Rent-free
(0.031) (0.031) (0.031) (0.034) (0.034)
-0.002 -0.002 0.000 -0.003 -0.003
Unemployment rate
(0.003) (0.003) (0.003) (0.003) (0.003)
_ -0.000*** -0.000*** -0.000*** -0.000** -0.000**
Unemployment duration
(0.000) (0.000) (0.000) (0.000) (0.000)
. 0.000 0.000 0.000 0.000* 0.000*
(Unemployment duration)?
(0.000) (0.000) (0.000) (0.000) (0.000)
_ 0.018*** 0.014*** 0.012***
Local housing costs - -
(0.003) (0.003) (0.003)
-0.028 -0.028
Couldn’t pay rent/mortgage - - -
(0.015) (0.015)
_ 0.006***
Actual housing costs - - - -
(0.001)
Observations 3,459 3,459 3,451 2,916 2,916
R2 0.446 0.447 0.454 0.467 0.476

Note: Coefficients reported in Table 7 are marginal effects and associated standard errors from an OLS
specification. The base or omitted category is the outright home owner. Other controls in the specification include
those for gender, age, education, major statistical region and time dummy variables. Full results are presented in
Appendix 2. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.

The final set of results reported in Table 7 include measures of tenure and direct housing costs.
The results change somewhat moving from specification (4) to (5). For specification (5) it is no
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longer true that owners with low LVRs report higher reservation wages than outright owners,
though higher direct housing costs are positively correlated with reservation wages. The
inclusion of direct housing costs effectively captures much of the information contained in the
tenure category variables. Hence, for a given level of housing cost, individuals in private and
social rental tenures report reservation wages around 8 per cent lower than those for outright
owners (ceteris paribus). Moreover, mortgagors with higher LVRs, private renters and social
renters report, on average, successively lower reservation wages—though in general,
reservation wages increase with housing costs.

5.3 Implications for policy development options

The results reported in this chapter and Chapter 4 are of interest in part because to this point
there has been little consideration of how job search behaviours vary across tenure types. While
job search models posit that the unemployed compare the costs and benefits associated with
continued job search, the focus of analysis has not been on the relationship between housing
tenure and behaviours. The statistical modelling in Chapter 4 shows patterns in the data
consistent with lower rates of job search intensity among owner-occupiers with mortgage
commitments.2o That is, job search intensity was negatively correlated with housing costs for
this group. In comparison, the analysis in this chapter indicates that reservation wages are
higher for those with mortgage commitments and that they increase with the level of housing
costs more generally. Nonetheless, for a given level of housing cost, private renters and social
housing tenants reported lower reservation wages.

Job search models have been used to focus on how policy settings such as changes in income
support impact on the transition into employment. From a policy perspective, the impact of
housing assistance measures on the behaviour of unemployed individuals is of particular
interest. Consider, for example, CRA, which is available to private renters who are in receipt of
another form of social security, including unemployment-related benefits. It is possible that the
receipt of CRA has the potential to reduce the incentive for recipients to search intensively for
employment, or to maintain their reservation wage at a higher level than it would be in the
absence of CRA. Significantly, the analysis does not suggest that the unemployed in private
rental accommodation search less intensively than owner- occupiers. Moreover, private renters’
reported reservation wages tend to be lower than those of individuals in other tenures. Similar
patterns are exhibited by those in social housing.

The analysis in this chapter and Chapter 4 does not allow one to infer if job search intensity is
‘too low’ or reservation wages ‘too high’ among particular groups. Indeed, the job search
framework highlights the benefit associated with a longer search—that is, the possibility of
finding a better match. For the unemployed, especially those in housing stress, such an
outcome is desirable.

More broadly, the analysis in this chapter and the preceding chapter has policy implications
around government transfer programs that provide support for unemployed individuals, and
housing assistance schemes. Arguably, the experience with active labour market policies
(ALMP) indicates that policy can help ensure that job search activities are used effectively and
efficiently (Martin 2015). Notably, however, previous research has suggested that individuals in
receipt of housing assistance such as CRA or in public housing that requires them to undertake
mutual obligation activities, do not experience better outcomes relative to other participants in
ALMPs (Feeny, Ong et al. 2008). The Productivity Commission, in its 2015 analysis of housing

20 Note that the results are no longer significant when controls for housing costs are included in the empirical
specification.
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assistance, argued that the receipt of housing assistance does not appear to play a large role in
the relatively low rates of employment among this group. Indeed, the analysis in this chapter
and the preceding chapter indicate that the unemployed in private rental accommodation and
those in social housing do not search less intensively or set higher reservation wages than
those in other tenures. For policy changes to be effective, it is likely that they would need to be
well designed, well targeted and coordinated across the range of services that unemployed
individuals, especially those receiving housing assistance, require.
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6 Residential mobility and job mobility

Residential mobility and job mobility decisions are closely related. One way that
individuals and households can adjust behaviour and outcomes is through
commuting time. Commuting time will often change if a job shift occurs but
geographic (residential) mobility does not occur. Recent analyses have sought to
consider how housing and job mobility decisions are related among employed
individuals and the differences in behaviours across tenure types.

The statistical analysis in this chapter examines housing and labour market
transitions using a multinomial approach. We explore differences in residential
mobility decisions around local and non-local moves, along with the impact of
commuting times on observed behaviours. For the unemployed and
underemployed, transitions across labour market states are considered. The
findings indicate that:

e Longer commuting times are associated with job-to-job transitions that do not
involve geographic mobility.

¢ Individuals in rental tenures have significantly higher rates of geographic
mobility than owner-occupiers.

e For the underemployed, geographic mobility does not appear to be associated
with greater engagement in the labour market.

In this chapter, we consider two additional aspects of the relationship between housing and
labour markets. In the first instance, we focus on individuals who are employed across
consecutive waves of HILDA, examining patterns of job-to-job mobility and residential mobility.
Second, we focus on the set of individuals who experience sub-optimal labour market outcomes
in the form of unemployment or under-employment. For these individuals, we examine the
labour market transitions they experience and how those transitions are associated with
housing tenure and geographic mobility.

Consider first those individuals who are employed across consecutive waves of HILDA. In
assessing the implications of the Oswald thesis, the models set out in Coulson and Fisher
(2009) focus on the job search activities of workers who live in an economy consisting of two or
more regions. More generally, Van Ommeren, Rietveld and Nijkamp (2000) argue that job
mobility, residential mobility and commuting distance are mutually dependent. For those who
are employed, a job-to-job transition may occur if a better employment opportunity arises in the
region where they currently reside or another region. Commuting time likely represents an
important consideration that influences whether and where an individual searches for a new job
opportunity. In effect, if a new employment opportunity arises in the current region of residence,
it might offer a reduced commuting time and therefore we might observe that a job change
occurs without a corresponding change in residential or geographic location. In other instances,
job changes will accompany geographic mobility across regions. This process is considered in
this chapter through the use of a multinomial transition model.

Significantly, the analysis explores the distinction between local and non-local moves in
conjunction with a job change. The aim of the approach is to identify patterns in joint geographic
(residential) and job mobility decisions across different tenures. Doing so provides insight into
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how geographic mobility differs across tenure types, and provides additional evidence around
the role of tenure in facilitating labour market outcomes through mobility. Moving to a new job is
one way that a currently employed individual may achieve a ‘better match’ in the labour market.

The approach is similar to that described in Morescalchi (2016). Specifically, we extend the
mobility model from Chapter 2 to consider geographic mobility in a more general manner by
focusing on the behaviour of employed individuals. We consider four possible transitions across
waves of HILDA, as follows:

e no change in residential location (i.e. no geographic mobility) and no job change (i.e. no job
mobility)

e geographic (residential) mobility but no job change
e ajob change but no geographic mobility
e a job change and geographic mobility.

Of particular interest is the way in which such changes are related to housing tenure and other
housing-related variables.

The second part of the analysis in this chapter focuses on those individuals who experience
sub-optimal labour market outcomes in the form of unemployment or underemployment. For
those individuals, the longitudinal nature of HILDA facilitates analysis of employment transitions
over time. For example, it is possible that an unemployed individual may transition into
employment in subsequent periods, or, alternatively, move out of the labour force and be
characterised as NILF. These transitions between alternative labour markets states are
considered in the second part of this chapter. We present results from a series of multinomial
transition models that examine these transitions across consecutive waves of HILDA. Again, the
primary focus is on the way in which such transitions differ across individuals in alternative
tenures, and the role of geographic mobility in facilitating such transitions.

6.1 Empirical research on geographic and job mobility

The first set of statistical estimates here consider the job mobility and geographic mobility
experienced by individuals who report being employed across consecutive waves of HILDA.
There are a limited number of studies that have examined both job mobility and residential
mobility in this manner. Kan (2003) is one such paper, though the focus of that analysis is the
role that attitudes to risk play on decisions regarding job and residential mobility. Notably, Kan
finds that risk aversion is more important when considering changes that involve both
geographic mobility and job changes. A more recent study of job and residential mobility by
Kronenberg and Carree (2012) examines the behaviour of full-time employees in the
Netherlands in 2003-04. The analysis in that paper finds that geographic mobility decisions are
strongly influenced by familial and job-related ties, along with career opportunities. It is notable
that the analysis in that paper identified that long commutes were positively related to both job
and residential mobility decisions. Kim (2014) adopts a somewhat different approach, by
focusing on mobility at the aggregate level. In particular, there is evidence that job mobility has
a positive impact on residential mobility flows, while the reverse relationship is not as strong.
Significantly, housing market considerations were found to be particularly important in
influencing geographic mobility decisions.

6.2 Analysis of residential and job mobility

The results of the statistical analysis of geographic and job mobility is reported in Table 8. The
results presented show a selected set of tenure variables from a multinominal probit
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specification in which four possible changes were identified across consecutive waves of
HILDA. As noted above, for individuals employed across consecutive waves of HILDA it is
possible to identify the following transitions:

e no change in residential location (i.e. no geographic mobility) and no job change (i.e. no job
mobility)

e geographic (residential) mobility but no job change
e a job change but no geographic mobility
e a job change and geographic mobility.

Two specifications are reported in Table 8, with geographic mobility alternatively defined as: any
move; and a move across SA3 boundaries.

The results from the analysis that uses ‘any move’ as a measure of geographic mobility are
reported in the top panel of Table 8, while the results for mobility ‘across SA3 boundaries’ are
reported in the lower panel. As noted, previous studies have argued that commuting time is
likely to be an important consideration in determining whether or not an individual moves
residence and or between jobs. Hence, in addition to the tenure variables, a measure of the
individual's weekly commuting time is included in the empirical specifications, and the estimated
marginal effects are reported in Table 8.

The analysis points to the association between tenure and mobility being significant in a number
of instances. The key finding from the analysis is that, again, it is those in private rental
accommodation who exhibit the greatest mobility. Being in private rental is associated with a
significantly lower probability that the individual reports ‘No move and no job change’. The
marginal effect in this case is -0.148 in the upper panel, indicating that private renters are
approximately 15 per cent less likely to report ‘No move and no job change’ compared to
outright owners (the omitted group). Conversely, in the top panel, being in private rental
accommodation is associated with significantly higher probabilities of reporting a ‘Move but no
job change’ and a ‘Move and change jobs’. Such a pattern is consistent with the far greater
flexibility that individuals in private rental accommodation exhibit vis-a-vis owner-occupiers, and
is consistent with the results reported in Chapter 2. Interestingly, relative to owner-occupiers,
social renters are less likely to report ‘No move and no job change’ and more likely to report a
‘Move and job change’, suggesting that public housing does not curtail the ability of employed
individuals to move across jobs. Finally, owner-occupiers with high LVRs are more likely to
report a job change without geographical relocation (‘No move but change jobs’) than those with
lower LVRs. Following the discussion in earlier chapters, this likely reflects the relatively high
costs associated with geographic mobility for this group.

Two other points are noteworthy from the results reported in Table 8. First, as expected, longer
commutes are associated with a lower probability of ‘No move and no job change’ and a higher
probability of ‘No move but change jobs’. Note, for example, that in the upper and lower panels,
the negative (and significant) coefficient on the ‘Commute’ variable on the ‘No move and no job
change’ outcome. Second, the patterns reported in the lower panel of Table 8, where
geographic mobility is considered to be a move across an SA3 boundary, indicate similar if not
slightly stronger results in some instances. For example, owners with high LVRs are less likely
to exhibit ‘No move and no job change’ compared to owner-occupiers with a low LVR and
outright owners.

AHURI report 280 63



Table 8: Residential and job mobility

LVR<0.5 0.5sLVR<0.8 LVR>0.8 Private Social Rent- Commute
renters renters free

Any move
No move and no job 0.002 -0.014* -0.011  -0.148**  -0.048*** -0.082*** -0.002***
change (0.005) (0.007) (0.008) (0.007) (0.015) (0.012) (0.000)
Move but no job -0.007 -0.000 -0.009  0.113** 0.049***  0.085*** 0.001*
change (0.003) (0.005) (0.006) (0.004) (0.009) (0.007) (0.000)
No move but change 0.006 0.010* 0.018** 0.008 -0.010  -0.025** 0.002***
jobs (0.004) (0.005) (0.006) (0.005) (0.012) (0.010) (0.000)
Move and change -0.001 0.004 0.002  0.027*** 0.009*  0.021*** 0.000
jobs (0.002) (0.002) (0.003) (0.002) (0.004) (0.003) (0.000)
SA3
No move and no job 0.001 -0.015** -0.018**  -0.068*** -0.019 -0.033*** -0.003***
change (0.005) (0.006) (0.007) (0.006) (0.013) (0.010) (0.000)
Move but no job -0.006* 0.000 -0.002  0.033*** 0.019***  0.031*** 0.001***
change (0.003) (0.003) (0.004) (0.003) (0.005) (0.004) (0.000)
No move but change 0.005 0.011* 0.018***  0.018*** -0.005 -0.012 0.002***
jobs (0.005) (0.005) (0.006) (0.005) (0.012) (0.009) (0.000)
Move and change -0.000 0.003 0.002  0.016*** 0.005  0.014*** 0.000***
jobs (0.002) (0.002) (0.002) (0.002) (0.003) (0.002) (0.000)

Note: Coefficients reported in Table 8 are marginal effects and associated standard errors from a multinomial probit
specification. The base or omitted category is the outright home owner. Other controls in the specification include
those for gender, age, education, state of residence and time dummy variables. Full results are presented in
Appendix 2. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.

6.3 Analysis of labour market transitions

The final set of regression results, reported in Table 9, considers transitions between labour
market states for individuals who identify themselves as unemployed or underemployed in
HILDA. In particular, for those individuals who are unemployed or underemployed in any given
wave of HILDA, it is possible that they report being in one of the following ‘labour market states
in the following wave:

e employed

e unemployed

e not in the labour force (NILF)
e underemployed.

A series of multinomial regression models are used to identify the correlates of transitions
across alternative labour market states. Of particular interest for this study is the relationship
between tenure and labour market outcomes experienced by those who are initially unemployed
or underemployed. Further, given the potential role that geographic mobility may play in
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facilitating labour market adjustment, the empirical specifications include a measure of whether
the individual reports being geographically mobile across consecutive waves of HILDA. A
selected set of results are presented in Table 9, while full results are included in Appendix 2.

Table 9: Labour market transitions, t to (t+1)

LVR<0.5 0.55LVR<0.8 LVR>0.8 Private Social Rent- Geographic
renters renters free Mobility
Unemployed at t
0.009 0.036 0.000 -0.064 -0.064 -0.011 0.047
Employed
(0.040) (0.052) (0.066) (0.040) (0.047) (0.057) (0.025)
-0.017 -0.025 -0.063 0.055 0.042 0.040 -0.042
Unemployed
(0.040) (0.058) (0.070) (0.040) (0.045) (0.055) (0.025)
Not in the labour 0.012 0.019 0.093 0.017 0.063 0.017 -0.007
force (0.037) (0.050) (0.064) (0.037) (0.043) (0.053) (0.024)
-0.003 -0.030 -0.031 -0.008 -0.041 -0.045 0.000
Underemployed
(0.026) (0.035) (0.044) (0.026) (0.032) (0.040) (0.018)
Underemployed at t
0.032 0.079* 0.088* 0.042 -0.002 0.021 0.000
Employed
(0.025) (0.032) (0.041) (0.028) (0.043) (0.049) (0.020)
-0.009 0.000 0.002 -0.001 0.011 -0.008 0.017***
Unemployed
(0.008) (0.010) (0.012) (0.008) (0.010) (0.014) (0.005)
Not in the labour 0.004 0.015 0.005 -0.002 0.024 0.047 0.042%**
force (0.013) (0.017) (0.022) (0.014) (0.020) (0.023)* (0.010)
-0.028 -0.094** -0.095* -0.038 -0.033 -0.060 -0.059**
Underemployed
(0.024) (0.032) (0.042) (0.028) (0.044) (0.047) (0.019)

Note: Coefficients reported in Table 9 are marginal effects and associated standard errors from a multinomial probit
specification. Other controls in the specification include those for gender, age, education, state of residence and
time dummy variables. Full results are presented in Appendix 2. Tenure status is measures at time t. Statistical
significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.

Consider first the results presented for the unemployed in the upper panel of Table 9. In
general, the results indicate that for the unemployed there is little or no association between
labour market transitions and their tenure status. There is some weak evidence that geographic
mobility may facilitate a move back into employment, with the estimated marginal effect (0.047)
being positive and weakly significant.

In comparison, among the underemployed there is some evidence of an association between
tenure and employment transitions. For example, owner-occupiers with LVRs greater than 0.5
exhibit a higher probability of returning to ‘adequate employment’ and are less likely to report
remaining in underemployment in period (t+1). At the same time, for the underemployed,
geographic mobility across waves of HILDA is associated with moves into unemployment and
out of the labour force, with the marginal effects equalling 0.017 and 0.042 respectively. That is,
in both cases geographic mobility across waves of HILDA for the underemployed is associated
with a higher likelihood that the individual reports being unemployed or NILF in the following
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period. This suggests that it is possible, for example, that geographic mobility does not facilitate
transitions to better labour market outcomes for this group.

The analysis presented in Tables 8 and 9 is, by its nature, preliminary and serves to highlight
some important mechanisms linking housing and labour markets. A full understanding of these
linkages would ideally unpack these relationships and identify the causal mechanisms that
connect housing and labour market outcomes.

6.4 Implications for policy development options

The analysis of joint residential mobility and job change decisions tends to reaffirm the analysis
reported in Chapter 2. For example, the results in Table 8 highlight the relatively higher mobility
of individuals in private rental compared to other forms of tenure. Moreover, that mobility applies
to job changes coupled with geographic mobility (compared with geographic mobility alone,
considered in Chapter 2). The greater mobility on the part of renters also applies to moves
across SA3 boundaries. As expected, longer commuting time encourages mobility across jobs
and/or geographic location. In terms of labour market transitions, the evidence suggests that the
relationship between housing and labour market outcomes is stronger for the underemployed.

The policy implications of the results from this analysis tend to reinforce those described in
earlier chapters and are discussed more fully in Chapter 7. One important lesson that policy
should acknowledge is that adjustment in labour and housing markets can occur across a range
of dimensions. Individuals can, for example, change jobs without residential mobility. The
analysis reported in Table 8 highlights that reduced commute times are likely to be an important
motivation for such changes. Similarly, for those experiencing sub-optimal outcomes in the
labour market, geographic mobility may, but will not necessarily, lead to improved labour market
outcomes. The results in Table 9, for example, suggest that among the underemployed
geographic mobility is not necessarily associated with greater engagement in the labour market.
Indeed, as the discussion in Chapter 2 highlighted, such decisions are likely to reflect a range of
considerations around life-cycle factors and housing costs, among other things.

Ideally, fiscal policy and income support measures will facilitate the efficient allocation of
resources, including labour, across the economy. In the context of owner-occupiers, this is likely
to require that impediments to geographic mobility are minimised. For those who are in receipt
of housing assistance measures, on the other hand, this is likely to require that rules associated
with transfer programs do not diminish the incentive to move and engage in the labour market.
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7 Policy development options

This project is part of a broader Inquiry examining how economic growth can be promoted
through housing and related policy measures. The focus of this report has been on the
relationship between housing and labour markets. Rather than providing a detailed comparative
review of policy options across different jurisdictions or testing different policy settings or
scenarios, the analysis in this project has sought to provide insights into some key mechanisms
through which housing and labour markets are linked. The quantitative analysis was preceded
by a review of the national and international literature. This discussion shaped the statistical
analysis that was conducted and provided a conceptual framework that informed the analysis.

What is the relationship between housing tenure and labour market behaviours and
outcomes?

There is a general consensus that housing, and a housing market, that facilitates efficient
adjustment in the labour market is conducive to raising living standards over time, or,
alternatively, that it will enhance overall efficiency in the economy. The SMH and the Oswald
hypotheses provide conceptual frameworks that highlight how housing and labour markets are
related. At a micro-economic level, job search models provide a strong theoretical foundation for
understanding how housing can shape behaviours and ultimately economic outcomes. These
hypotheses and the associated models of behaviour have informed the analysis in this report.

The review of the theoretical literature and existing research provided evidence of the nature of
the relationship between housing and the labour market. While there are likely to be a range of
mechanisms via which housing impacts on observed labour market behaviours and outcomes,
in this report we focus on decisions around geographic mobility, job search and reservation
wages.

Recall that the Oswald thesis, as originally formulated, posited a positive relationship between
rates of home ownership and the level of unemployment (Oswald 1996). Subsequent theoretical
work provided micro-economic foundations for this macro-economic relationship by describing
how job search behaviour and the adjustment of reservation wages may or may not lead to
outcomes consistent with the macro-economic relationship (Coulson and Fisher 2009). Our
analysis seeks to shed light on these relationships and in doing so to provide some insight into
the underlying relationships that the Oswald thesis reflects. For example, consistent with the
observations of Oswald (1996), individuals in private rental tenures are substantially more likely
to exhibit geographic mobility than those in other tenures. In addition, there is some evidence
that unemployed mortgagors with low LVRs set higher reservation wages and exhibit lower
rates of job search intensity relative to the unemployed in other tenures. Such patterns of
behaviour are consistent with home ownership being associated with longer spells of
unemployment, and therefore higher rates of unemployment, relative to other forms of tenure.

The SMH, particularly as it has been examined in the Australian context, suggests that job
search and matching will be impeded by segmented housing markets that constrain low-income
and low-skilled workers to areas with limited employment opportunities (Nouwelant, Crommelin
et al. 2016; Berry 2006). A key contribution of this study is to consider the potential impact of
contextual factors, by inclusion in the empirical specifications of small area-based measures of
housing costs, unemployment and commuting time. The research therefore extends the
analysis of studies informed by the Oswald thesis that have framed the relationship between
housing and labour adjustment purely in terms of tenure. The findings of this research suggest
that area-based housing costs are strongly correlated with residential mobility—and in the
context of continued house price growth, particularly in Melbourne and Sydney, this is likely to
continue to prompt longer distance moves of lower income households or those experiencing an
unexpected shock to their income across regions. The extent to which movement out of regions
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with high housing costs impacts upon subsequent labour market adjustment and employment
opportunities warrants more detailed investigation.

Ideally, future research should try to unpack the underlying behavioural relationships explored in
the empirical analysis, by undertaking structural modelling. Unlike earlier studies, our analysis
has been able to distinguish different types of tenures and LVRs among owner-occupiers, in
addition to controlling for important contextual issues such as local housing prices and
commuting time. An important insight of the SMH is that the optimising decisions of individuals
and households are shaped by the contextual and institutional considerations that constrain the
set of choices available. Future research should seek to extend the analysis presented in this
report and in doing so unpack these relationships in a more robust manner. The richness of the
data available in the HILDA dataset is one of its key strengths and further interrogation of that
data should provide insight into the underlying causal relationships of interest.

The analysis in this report adds to the relatively limited evidence base around these
relationships and in doing so provides a number of novel contributions. Foremost, the analysis
controls for tenure with a richer specification that includes: measures of LVRs for mortgagors;
the cost of housing to the individual, and housing payment arrears. This is among the first
studies to incorporate dimensions of quality of employment more indicative of contemporary
labour markets by extending the focus beyond housing and unemployment to
underemployment. Furthermore, contextual variables are included in the analysis, including
information on the local region level of unemployment and local region housing costs. We also
consider the joint moves associated with job mobility and geographic (residential) mobility, in
addition to transitions between various labour market states. Finally, we analyse the rich set of
information available in the HILDA dataset and incorporate a measure of individual
preparedness to take financial risks (‘risk aversion’) into the mobility specification.

The specific policy implications of the findings in this report are discussed in more detail below.
At this point it is important to note that policy-makers have competing objectives to contend
with. In some cases, attaining an efficient outcome must be balanced with considerations of
equity. For example, assessment of the effectiveness of housing assistance measures across
different groups may need to take into account the capacity of recipients to access and maintain
both housing and employment in a sustained manner.

In Chapters 1 and 2 of this report there was extensive discussion of the Oswald thesis and the
proposition that higher rates of home ownership may lead to higher rates of unemployment
through a variety of mechanisms. One important consideration in this regard is the costs
associated with geographic mobility for home owners. In general, these costs will be higher
because liquidity constraints in the housing market means that their disposal and the purchase
of a new residence will generally involve relatively high transaction costs. In the case of
Australia, it is generally acknowledged that tax policy settings, especially around stamp duty,
impose additional costs over and above what would be incurred if the tax system was made
more efficient (e.g. through the imposition of a broad-based land tax).

While it is accepted that high rates of home ownership may reduce geographic mobility relative
to that which would prevail in the absence of this form of tenure, this must be balanced against
the benefits that home ownership provides. There is an extensive body of literature suggesting
that ownership provides direct benefits to the owner and external benefits to society more
generally (Dietz and Haurin 2003). These perceived benefits of home ownership in Australia are
explicitly and implicitly acknowledged through the preferential treatment that this form of tenure
receives in the tax and transfer system. Although ownership remains the dominant form of
tenure in Australia, there is evidence that it is perhaps less stable than was previously the case
(Wood, Smith et al. 2013). One potentially important question for policy in this context is how to
accommodate the mix of tenure choices that individuals face over the life cycle in a sustainable
manner.
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In the case of other forms of tenure, in particular private and social renting, the key question that
this research addresses is how policy settings can be specified so that individuals living within
these forms of tenure can take advantage of opportunities in the labour market and respond to
challenges such as those associated with labour market shocks like unemployment or
underemployment. While public housing provides security of tenure and the benefits that it
entails for those wishing to engage in the labour force, there is broad recognition that exit out of
unemployment is more readily achieved by those who have the flexibility afforded by renting in
the private market. Moreover, CRA enhances this flexibility for private renters by ensuring that
their housing assistance is not location specific. At the same time, lower income renters may
face considerable barriers when competing in the private rental sector that subsidies alone
cannot overcome. Housing policy has a role to play in ensuring the prevention of homelessness,
and its long-term costs to individuals and society, through the provision of secure and long-term
affordable housing options (Johnson, Kuehnle et al. 2015; Stone, Parkinson et al. 2016;
Parkinson 2015).

Within the context of these competing considerations, the analysis presents a variety of policy
options, which are considered below.

7.1 Geographic mobility of households across tenures
How do geographic mobility patterns differ across tenure types?
What are the implications of these patterns for policy?

The analyses in Chapters 2, 3 and 6 directly address the question of geographic mobility, a key
consideration in the efficient functioning of the labour market and the economy more generally.
Policy implications of the analysis in Chapters 3 and 6 are dealt with in more detail below. The
focus here is on the implications of the analysis in Chapter 2.

Broadly speaking, the analysis in Chapter 2 highlighted the greater geographic mobility of
individuals and households in private rental tenure. This result per se is not novel, though the
rich set of covariates that were applied to the analysis provides additional insight over and
above that which has been available in earlier studies. For example, there is evidence that the
underemployed, a group that is larger in size than the unemployed, exhibit similar geographic
mobility patterns to that group. Moreover, there is evidence that local unemployment rates are
unrelated to patterns of geographic mobility, whereas mobility is more likely when house prices
are high in the individual's local area.

From a policy perspective, the analysis in this report highlights a number of key areas where
policy settings can likely make a difference and enhance the role of housing and housing
markets in the efficient functioning of the labour market.

7.1.1 Fiscal measures

There is broad agreement that the reliance of all state and territory governments (with the
exception of the ACT) on stamp duties imposes additional costs on owner-occupiers seeking to
move.z: The theoretical literature points to the use of a broad-based land tax as a far more
efficient means by which to raise revenue, while enhancing the geographic mobility of owners.
The analysis in this report highlights that, as a group, owner-occupiers have relatively lower
rates of geographic mobility compared to those in private rental tenure.

21 As noted in Chapter 2, the ACT government is in fact moving towards a broad based land tax.
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Current fiscal settings provide a range of implicit and explicit benefits to owner-occupiers.
Ideally, taxation policy settings should be ‘tenure neutral’. That is, in the absence of some
overriding external benefit, taxation policy should in general not favour one form of tenure over
another. While there are arguments that owner-occupation provides a broad range of benefits to
the individual and economy more generally, the question remains whether the level of support
provided through the taxation system for this form of tenure is appropriate. Such questions have
been considered in other contexts (e.g. Henry, Harmer 2009) and will not be addressed directly
here.

7.1.2 Housing assistance and income support measures

A key issue when considering labour market adjustment is that for those experiencing shocks
such as unemployment, publicly funded transfers play an important role in shaping behaviours
and outcomes. In Australia, the principal form of housing assistance has increasingly become
the CRA program, the benefits and limitations of which have been noted previously in this
report. To ensure that transfers such as CRA provide an adequate opportunity to respond to
labour market shocks and the housing challenges they present, it is important that they facilitate
adjustment on the part of the recipient. The transferable nature of CRA is one of its key
advantages. It is possible that such a program could potentially be enhanced if it were to reflect
the local housing market conditions more closely. For example, a CRA more specifically tailored
to local market housing conditions could possibly enhance the opportunities for unemployed
individuals to move to areas that are characterised by better employment prospects but also
higher housing costs. The analysis in Chapter 2 provides some limited evidence that local area
housing costs are associated with a greater propensity to exhibit geographic mobility. To the
extent that such areas also exhibit better employment prospects, a more nuanced CRA program
may provide additional opportunities for the unemployed and underemployed.

In a similar vein, it is important that public housing not be structured in a way that limits
geographic mobility. The analysis in this paper highlights the substantially lower rates of mobility
among social renters compared to those in the private rental market. Arguably, this reflects the
pattern whereby public housing has increasingly been occupied by those with the highest
needs, who are less able to participate and/or compete for longer term secure jobs (Productivity
Commission 2015). The loss of public housing in the event of geographic mobility potentially
imposes a large cost on the recipient: the loss of a secure tenure and an income-linked rent.
The New South Wales Government, for example, has proposed that social housing should play
a more enabling role, by coupling social housing assistance measures with programs designed
to build and enhance the skill set of tenants, thereby creating pathways out of social housing
over the long term for those with the capacity to take them (NSW Government 2015). The
potential to couple social housing assistance with more flexible assistance in private rental
markets may provide opportunities and pathways for those who rely on housing assistance to
achieve economic independence through engagement in the labour market. There is a
recognition, however, that this will require a set of housing and related policies that are
complementary and provide support through any transition period.

7.2 Attitudes to risk and geographic mobility

Do attitudes to risk affect geographic mobility and if so, does this differ across
tenures?

The analysis in Chapter 3 provides some limited evidence that risk-averse individuals are less
likely to exhibit geographic mobility. In some sense, this finding is intuitive and unsurprising—
geographic mobility is costly, and risk-averse individuals are likely to be wary of incurring those
costs by making a move.
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The empirical analysis highlights some important policy challenges. Many of the risks that are
associated with geographic mobility can be readily identified and include: uncertainty associated
with labour market conditions and quality of employment in the area that an individual is moving
to; uncertainty with respect to housing markets and the amenities that are available; and, for
home owners, the risks that stem from macro-economic settings that influence housing prices.
For some groups, uncertainty might be associated with issues such as the quality of local
schools and the ability to move children seamlessly into a new school. In many cases, such
risks are idiosyncratic and policy may have little ability to mitigate those risks and facilitate
geographic mobility. In other cases, policy settings can potentially play an important role.

How might some of these risks be minimised through policy? To take the example of housing
assistance measures, the transferable nature of the CRA program provides a means whereby
housing assistance will not be lost if a move occurs. Indeed, the potential loss of support for
tenants in social housing or in receipt of location-based housing assistance potentially creates
uncertainty that may discourage geographic mobility. In short, a move that entails an uncertain
outcome in a new employment market potentially represents a high-risk strategy for those in
social housing. While the need to address these challenges has been recognised, it is likely
policy responses will require collaborative efforts across different levels of government and
strategies to ensure that housing- and employment-related policies are complementary (NSW
Government 2015).

Other types of risk can be dealt with through policies at both the micro- and macro-economic
levels. For example, development of and moves towards a national school curriculum will
reduce the risk that school-aged children may be disadvantaged by an interstate move. Putting
aside other potential educational benefits of such a policy, it may be seen as a way to ‘unblock’
a small impediment to geographic mobility and ultimately adjustment in the labour market. On a
macro-economic scale, policy settings that mitigate house price fluctuations reduce the risk
associated with moving across distinct housing markets. Indeed, current policy that requires the
RBA to achieve low and steady inflation over the course of the business cycle can be seen
broadly in this context. Recent experience of house prices suggests that they are prone to
significant movements (Figure 2). While it is likely to be beyond the purview of policy-makers to
eliminate such fluctuations, minimising them provides the advantage of reducing risk, enabling
greater geographic mobility and ultimately a more efficient labour market.

7.3 Variation in job search intensity and reservation wages across
tenures

The analysis in Chapters 4 and 5 examines key components of the job search models. In
particular, the analysis examines two key issues for the unemployed.

How does job search intensity differ across individuals in different tenure types?
Do reservation wages among the unemployed vary across tenures?

With respect to the first question, the analysis in Chapter 4 finds limited evidence of statistically
different patterns across tenure types. Compared with other tenures, search activities were
lower among owner-occupiers with low LVRs. Such a result is consistent with a pattern whereby
such individuals could draw on accumulated equity to fund job search over a prolonged period
of time, though that behaviour was not explicitly tested for.

The fact that job search activities do not differ significantly across tenure types may be
interpreted in a positive manner. Job search models compare the benefit associated with
continued search (i.e. the prospect of a better match), with a shorter job search resulting in a
lower-quality match. The intensity of job search should reflect these considerations, along with
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other constraints that the unemployed jobseeker faces, including housing-related constraints. It
is possible that among housing assistance recipients who are unemployed and either receiving
CRA or resident in social housing, a higher intensity of job search may be considered desirable
from a policy perspective. While it is likely that ALMPs that could support such an outcome are
feasible, the existing evidence suggests that such programs would need to be carefully
designed to be effective (Feeny, Ong et al. 2008).

Regarding the second question, the analysis indicates that there are differences in the levels of
reservation wages across tenure types. Moreover, this is the case even when a range of socio-
economic characteristics are controlled for, including the duration of the unemployment spell.
The analysis suggests that owner-occupiers have the highest reservation wages, followed by
those in private rental tenures and then those in social housing.

It is important to stress that economic theory does not suggest a ‘correct’ level of job search
intensity or reservation wages. Rather, the levels that are undertaken/chosen have implications
for the nature of the job match which is made and the duration of unemployment spells. In terms
of policy, the neoclassical economic framework highlights the benefits of policies that are
‘tenure neutral'—that is, that do not provide different incentives for individuals in one form of
tenure over another. In the context of ALMPs that are directed at unemployed individuals,
policies that provide support for job search activities and encourage the setting of reservation
wages that make the formation of a match likely would be a useful step. As noted by the
Productivity Commission (2015) and the New South Wales Government (2015) in the context of
social housing tenants, such an outcome would likely require coordination across governments
and an integrated approach across policy areas including income support, housing assistance
and skills development.

A useful extension of the analysis in this report would be to consider how post-unemployment
experiences vary across individuals in different tenures, and to what extent those differences
are driven by job search behaviours and reservation wages. Such an analysis could potentially
make use of the extensive information available in the HILDA dataset to estimate a series of
duration models that examine post-unemployment outcomes in a more rigorous manner. A key
limitation with such an approach, however, is that the HILDA data does not necessarily provide
extensive detail on some relevant behaviours in-between interviews. Understanding the
behaviours of individuals during unemployment spells, and the implications of these behaviours
for post-unemployment outcomes, would be a valuable addition to the evidence base.

7.4 Residential and job mobility decisions

In Chapter 6, the analysis considers two sets of ‘transitions’ across waves of HILDA. The first
considers the behaviour of employed individuals and joint geographic (residential) and job
mobility decisions. The second focuses on unemployed and underemployed individuals and
examined their employment decisions. We posed the following questions.

How do joint decisions around geographical and job mobility differ across tenures?

How do employment transitions for the unemployed and underemployed differ across
tenures?

The analysis in Chapter 6 that examined the behaviour of employed individuals was consistent
with the patterns identified in Chapter 2—namely the significantly higher rates of geographic
mobility exhibited by individuals in private rental tenures. In turn, among owner-occupiers, there
was found to be a greater propensity to report job-to-job transitions that involved no geographic
mobility.
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The analysis of the behaviours of unemployed individuals did not show significant patterns with
respect to tenure. For the underemployed, there was some evidence that owner-occupiers with
LVRs greater than 0.5 were more likely to return to adequate employment. At the same time,
there was some evidence that geographic mobility did not facilitate greater engagement in the
labour market for the underemployed or the unemployed. The dynamic between
underemployment and housing warrants further investigation. The underemployed represent a
relatively large share of the labour force, and though not as acute as unemployment,
underemployment nonetheless represents a sub-optimal outcome in the labour market.

From a policy perspective, the implications of the analysis in Chapter 6 serve to reinforce those
that arise from the analysis in Chapters 2 and 3. Namely, that housing and labour market
policies should, ideally, support and enable adjustment in the labour market at the lowest
possible cost. This is likely to include strengthening housing assistance policies such as CRA
and social housing programs, but also social assistance policies in a manner that facilitates
opportunities for economic participation whilst balancing the need for secure and affordable
housing.

7.5 Caveats and future research

The analysis in this report should be seen as a step towards developing an evidence base that
can inform policy development by increasing our understanding of the relationship between
housing and labour markets. The analysis has focused on some key mechanisms via which
housing may impact on adjustments and outcomes in the labour market, especially around
issues such as geographic mobility, job search and the determination of reservation wages. In
doing so, it has extended existing analytical work and provided some new insights by
considering issues such as underemployment and attitudes to risk.

As noted in Chapter 1, analysis of the interrelationship between housing and labour markets
presents some important challenges for the empirical researcher. The data that is available is,
other than in rare circumstances, non-experimental in nature. This engenders that care be taken
when making causal inferences based on the statistical relationships that have been presented
in this report. The analysis here has identified a series of stylised patterns in the data and in
doing so highlighted some future areas for research. For example, understanding in a
gquantitative sense how transaction costs for owner-occupiers limit geographic mobility would
help inform debate around tax policy and the desirability of transaction taxes such as stamp
duty. Similarly, identifying more precisely the enabling role played by CRA in facilitating
geographic mobility and adjustment in the labour market would assist in identifying appropriate
policy settings. Additional evidence on the impact of housing tenure on job search intensity and
reservation wage determination would help inform housing assistance polices and labour
market policies more generally.

The HILDA dataset provides a useful starting point for ongoing analysis of the issues discussed
here. As demonstrated in this report, the longitudinal nature of the HILDA data provides the
opportunity to control for unobserved heterogeneity and allows for the analysis of housing and
labour market related transitions over time. Given the detailed information available in the
dataset, there is also the potential to adopt strategies used in a number of other studies to
facilitate a more structural analysis of the relationships examined in this report, or to adopt
statistical techniques that provide better insight into the underlying causal relationships of
interest. For example, Morescalchi (2016) discusses the use of a number of instrumental
variables that could be used to aid in the identification of the causal relationship between
housing tenure and the labour market and related outcomes considered in this report. While the
HILDA dataset may prove useful in this regard, coupling administrative databases with
additional information on the socio-economic characteristics of individuals and households
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could also present opportunities to gain a greater understanding of the underlying mechanisms
of interest.

From a policy perspective, it is important to consider the context in which policy must be
shaped. As noted in Chapter 1, the past three decades have been associated with significant
changes in the labour and housing markets in Australia. It is possible, for example, that the
deregulation that has characterised the Australian labour market has resulted in the growth of
non-standard, and arguably less secure, employment. Such patterns are likely to have
implications for decisions around housing and geographic mobility, among other things. If those
decisions can be more fully understood, housing and labour market policy development will be
better informed.
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Appendix 1: Summary statistics

Chapter 2—Descriptive statistics

Table Al: Summary statistics, Chapter 2

All Under-
Move No move  Employed Unemployed
sample employed
Individual move 0.144 - - 0.140 0.231 0.164
Outright owners (omitted) 0.255 0.113 0.279 0.226 0.205 0.225
Mortgagors 0.456 0.253 0.490 0.517 0.259 0.411
Private renters 0.227 0.556 0.171 0.219 0.390 0.294
Social renters 0.039 0.033 0.040 0.016 0.103 0.045
Rent free 0.023 0.044 0.020 0.022 0.042 0.025
mpute flnanmal year 0.046 0.044 0.047 0.059 0.018 0.024
market income/10,000
Australian born 0.750 0.751 0.750 0.767 0.663 0.742
Oversgas born, English 0.104 0.106 0.104 0.108 0.103 0.091
speaking
O born, -
ver.seas orr.1 non 0.126 0.112 0.128 0.111 0.168 0.143
English speaking
Aboriginal and Torres
. 0.020 0.032 0.018 0.014 0.066 0.024
Strait Islander
Couples with children 0.468 0.366 0.485 0.498 0.348 0.465
Couples with children 4 0.173 0.207 0.168 0.172 0.138 0.166
years and under
Couples without children 0.272 0.262 0.273 0.266 0.203 0.203
Lone parents 0.071 0.093 0.067 0.054 0.137 0.133
L ts with child
one parents with chidren 4 914 0.027 0.011 0.007 0.031 0.021
4 years and under
Non-dependent child 0.031 0.038 0.029 0.028 0.071 0.041
Other family member 0.129 0.018 0.012 0.011 0.032 0.014
Lone person (omitted) 0.133 0.196 0.122 0.130 0.184 0.130
Unrelated to all household
0.013 0.026 0.011 0.013 0.025 0.013
members
University 0.275 0.284 0.273 0.317 0.181 0.234
Diploma 0.102 0.098 0.102 0.108 0.082 0.094
Certificate 0.226 0.234 0.225 0.240 0.247 0.237
Year 12 0.126 0.141 0.123 0.123 0.124 0.137
Year 11 (omitted) 0.271 0.243 0.276 0.212 0.366 0.298
Number of bedrooms 0.033 0.030 0.033 0.033 0.030 0.032
Years at residence 0.083 0.038 0.090 0.080 0.059 0.076
No. of persons in the
0.030 0.028 0.031 0.030 0.029 0.031
household
Health condition 0.235 0.203 0.238 0.162 0.319 0.243
Employed full-time 0.558 0.586 0.553 0.745 - -
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All Under-
sample Move No move Employed Unemployed employed

Employed part-time 0.150 0.114 0.156 0.166 - -
Unemployed 0.028 0.045 0.025 0.014 - -
NLF marginally attached 0.053 0.061 0.052 0.013 - -
NLF not marginally
attached 0.150 0.124 0.155 0.020 - -
Underemployed 0.061 0.069 0.059 0.043 - -
Male 0.472 0.485 0.470 0.543 0.466 0.287
Female (omitted) 0.538 0.515 0.536 0.457 0.534 0.713
25-34 years 0.251 0.457 0.216 0.265 0.327 0.258
35-44 years 0.287 0.280 0.289 0.308 0.300 0.325
45-54 years 0.272 0.173 0.288 0.288 0.245 0.284
55-64 years (omitted) 0.190 0.089 0.206 0.139 0.128 0.134
Sydney 0.165 0.162 0.166 0.168 0.163 0.148
Balance of NSW 0.130 0.127 0.131 0.123 0.147 0.145
Melbourne 0.176 0.162 0.178 0.184 0.170 0.173
Balance of Victoria 0.071 0.061 0.073 0.069 0.074 0.082
Brisbane 0.094 0.109 0.092 0.098 0.086 0.090
Balance of QLD 0.115 0.148 0.110 0.109 0.132 0.132
Adelaide 0.063 0.050 0.065 0.060 0.058 0.066
Balance of SA 0.029 0.021 0.030 0.027 0.031 0.032
Perth 0.069 0.070 0.069 0.071 0.055 0.053
Balance of WA 0.025 0.024 0.026 0.025 0.017 0.025
Tasmania 0.031 0.029 0.031 0.029 0.035 0.034
Northern Territory 0.008 0.013 0.007 0.010 0.007 0.006
ACT 0.020 0.021 0.020 0.023 0.012 0.013
Time 1 0.077 0.081 0.077 0.072 0.100 0.077
Time 2 0.073 0.080 0.071 0.070 0.082 0.080
Time 3 0.070 0.069 0.070 0.069 0.062 0.074
Time 4 0.070 0.070 0.070 0.069 0.060 0.070
Time 5 0.071 0.066 0.071 0.072 0.061 0.071
Time 6 0.070 0.071 0.070 0.072 0.064 0.064
Time 7 0.070 0.067 0.070 0.073 0.059 0.066
Time 8 0.070 0.067 0.071 0.072 0.057 0.061
Time 9 0.072 0.072 0.072 0.073 0.069 0.070
Time 10 0.074 0.069 0.074 0.074 0.079 0.071
Time 11 0.095 0.093 0.096 0.096 0.095 0.102
Time 12 0.094 0.100 0.093 0.094 0.103 0.095
Time 13 0.095 0.097 0.094 0.094 0.110 0.098
Observations 108,441 15,575 92,866 76,208 3,034 6,575

Notes: The summary statistics reported in Table Al are for the pooled cross sections in waves 1-14 of the HILDA
data set. All means use appropriate sample weights.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Chapter 3 and Chapter 4—Descriptive statistics

Table A2: Summary statistics, job search intensity and reservation wage models

Variable Mean
Total number of job search activities 2.901
Log reservation wage 2.939
Mortgagor 0.299
Private renter 0.368
Social housing 0.081
Live rent free 0.032
Unemployment rate 5.154
Unemployment duration (weeks) 26.414
Years at residence 6.701
Aged 25-34 years 0.360
Aged 35-44 years 0.297
Aged 45-54 years 0.218
Couples with children 0.379
Couples with children under 4 0.167
Couples without children 0.167
Lone parents 0.120
Lone parents with children under 4 0.032
Non dependent child 0.141
Other family member 0.038
Unrelated to other household members 0.025
Male 0.497
University 0.191
Diploma 0.081
Certificate 0.224
Year 12 0.166
Imputed financial year income/10,000 2.159
Australian born 0.607
Overseas born, English speaking 0.102
Aboriginal/Torres Strait Islander 0.042
Balance of NSW 0.112
Melbourne 0.206
Balance of Victoria 0.053
Brisbane 0.085
Balance of QId 0.118
Adelaide 0.046
Balance of SA 0.015
Perth 0.062
Balance of WA 0.014
Tasmania 0.023
Northern Territory 0.009
ACT 0.014
Observations 3,459

Notes: The summary statistics reported in Table A2 are for the pooled cross sections in waves 1-14 of the HILDA
data set. All means use appropriate sample weights.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Appendix 2: Empirical specifications

Mobility models

The models reported in Chapter 2 use the following specification:
Mit = ot + f1 Xit + BoHit + 4 + Vit (1)

Where i indexes individuals and t indexes time: M it is a measure of geographic mobility as
described in Chapter 2; X it is a vector of covariates that are assumed to influence geographic
mobility; H it is a vector that captures housing tenure and other associated costs of housing;
H; is a panel level set of random-effects; and Vit is an error term which captures all other
influences. The models are estimated using Stata 14.

Table A3: Geographic mobility among individuals—regression results

(1) (2) (3) (4) (5) (6)
Mortgagor 0.059%
gad (0.018)
-0.0682™ -0.068™ -0.068™  -0.0662** -0.041
LVR <0.5 -
(0.020) (0.020) (0.020) (0.021) (0.023)
LVR >=0.5 & -0.028 -0.025 -0.026 -0.033 0.003
<0.8 (0.022) (0.022) (0.022) (0.024) (0.028)
-0.084" -0.080" -0.081" -0.087** -0.042
LVR >=0.8 -
(0.026) (0.026) (0.026) (0.028) (0.033)
. 0.848™ 0.850™ 0.847™ 0.847™ 0.858*+* 0.88***
Private renter
(0.020) (0.020) (0.020) (0.020) (0.021) (0.023)
_ _ 0.191™ 0.192™ 0.184™ 0.184™ 0.190*** 0.206***
Social housing
(0.0341) (0.0341) (0.0343) (0.034) (0.038) (0.038)
0.684™ 0.686™ 0.688™ 0.688™ 0.697*+* 0.698***
Rent free
(0.034) (0.034) (0.034) (0.034) (0.037) (0.037)
Couples with -0.242™ -0.243™ -0.243™ -0.243™  -0.230%**  -0.227***
children (0.029) (0.029) (0.029) (0.029) (0.031) (0.031)
Couples with 0.113™ 0.112™ 0.113™ 0.114™ 0.132%* 0.133%**
children < 4 (0.019) (0.019) (0.019) (0.019) (0.020) (0.020)
years
Couples -0.070™ -0.070™ -0.070™ -0.070™ -0.063** -0.059**
without children (0.020) (0.020) (0.020) (0.020) (0.022) (0.022)
-0.059 -0.059" -0.057 -0.057 -0.045 -0.044
Lone parents
(0.030) (0.030) (0.030) (0.030) (0.033) (0.033)
Lone parents 0.054 0.053 0.054 0.055 0.083 0.084
with children (0.046) (0.046) (0.046) (0.046) (0.051) (0.051)
< 4 years
Non-dependent 0.264™ 0.266™ 0.268™ 0.268™ 0.318*+* 0.323%**
child (0.037) (0.037) (0.038) (0.038) (0.041) (0.041)
Other family 0.010 0.009 0.011 0.011 0.007 0.011
member (0.049) (0.049) (0.049) (0.049) (0.054) (0.054)
0.055 0.054 0.053 0.053 0.081 0.084
Unrelated
(0.044) (0.044) (0.044) (0.044) (0.048) (0.048)
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1) (2) ®3) (4) (®) (6)

. 0.050° 0.050° 0.049° 0.049° 0.046* 0.046*
Australian born
(0.020) (0.020) (0.020) (0.020) (0.021) (0.021)
Overseas born 0.109™ 0.109™ 0.107™ 0.107™ 0.094%+* 0.095***
(Eng. speaking) (0.026) (0.026) (0.026) (0.026) (0.028) (0.028)
Aboriginal and 0.169™ 0.170™ 0.173™ 0.174™ 0.097* 0.096
Torres Strait (0.044) (0.044) (0.044) (0.044) (0.050) (0.050)
Islander
Aged 25-34 0.458™ 0.456™ 0.456™ 0.456™ 0.429%* 0.428**
years (0.023) (0.023) (0.023) (0.023) (0.025) (0.025)
Aged 35-44 0.235™ 0.234™ 0.233™ 0.233" 0.216** 0.217%*
years (0.023) (0.023) (0.023) (0.023) (0.024) (0.024)
Aged 45-54 0.094™ 0.094" 0.092" 0.092" 0.096*** 0.096***
years (0.021) (0.0211) (0.021) (0.021) (0.022) (0.022)
Balance of 0.096™ 0.096™ 0.104™ 0.095™ 0.084* 0.080*
NSW (0.023) (0.023) (0.024) (0.025) (0.026) (0.026)
Melbourne 0.015 0.015 0.0184 0.014 0.011 0.007
(0.021) (0.021) (0.0211) (0.021) (0.023) (0.023)
Balance of 0.087" 0.087° 0.099™ 0.096 0.092* 0.084*
Victoria (0.0281) (0.0281) (0.029) (0.029) (0.032) (0.032)
Brishane 0.127™ 0.127" 0.136™ 0.133" 0.136** 0.133%*
(0.024) (0.024) (0.025) (0.025) (0.027) (0.027)
Balance of QId 0.205™ 0.205™ 0.216™ 0.213" 0.207** 0.203***
(0.023) (0.023) (0.024) (0.024) (0.026) (0.026)
Adelaide -0.018 -0.018 -0.004 -0.009 -0.006 -0.011
(0.030) (0.030) (0.031) (0.031) (0.033) (0.033)
Balance of SA -0.044 -0.044 -0.026 -0.031 -0.057 -0.064
(0.041) (0.041) (0.042) (0.043) (0.046) (0.046)
Perth 0.102™ 0.102" 0.107™ 0.106™ 0.097*** 0.093*
(0.027) (0.027) (0.028) (0.028) (0.029) (0.029)
Balance of WA 0.127" 0.127" 0.118" 0.115" 0.0976* 0.0909*
(0.041) (0.041 (0.041) (0.041) (0.044) (0.044)
Tasmania 0.063 0.062 0.077 0.067 0.061 0.054
(0.038) (0.038) (0.040) (0.040) (0.042) (0.042)
Northern 0.291" 0.291" 0.310™ 0.310™ 0.320%* 0.320%*
Territory (0.061) (0.061) (0.062) (0.062) (0.065) (0.065)
ACT 0.112° 0.112° 0.114" 0.117" 0.130* 0.129*
(0.044) (0.044) (0.044) (0.044) (0.046) (0.046)
University 0.079™ 0.080™ 0.072™ 0.073™ 0.072%* 0.074%*
(0.018) (0.018) (0.019) (0.019) (0.020) (0.020)
Diploma 0.071" 0.071" 0.068" 0.068" 0.070* 0.071%
(0.023) (0.023) (0.023) (0.023) (0.025) (0.025)
Certificate 0.058" 0.058" 0.054" 0.055" 0.056** 0.056*
(0.018) (0.018) (0.018) (0.018) (0.019) (0.019)
Year 12 0.022 0.022 0.017 0.018 0.013 0.014
(0.021) (0.021) (0.021) (0.021) (0.023) (0.023)
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(1) 2) ) 4) (5) (6)
Number of -0.053™ -0.053™ -0.053™ -0.054™  -0.054"*  -0.052"*
bedrooms (0.007) (0.007) (0.007) (0.007) (0.007) (0.007)
Years at -0.016™ -0.015™ -0.015™ 0015  -0.016"*  -0.016"*
residence (0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
No. of persons 0.017" 0.017° 0.018" 0.018" 0.012 0.012
in household (0.007) (0.007) (0.007) (0.007) (0.008) (0.008)
Employed -0.043" -0.043" -0.042° -0.042° -0.037 -0.036
part-time (0.019) (0.019) (0.019) (0.019) (0.020) (0.020)
Unemployed 0.085" 0.086" 0.088" 0.088" 0.053 0.053
(0.031) (0.031) (0.0306) (0.031) (0.034) (0.034)
NLF marginally -0.021 -0.020 -0.0208 -0.021 -0.028 -0.027
attached (0.026) (0.026) (0.026) (0.026) (0.028) (0.028)
NLF not marg. -0.030 -0.030 -0.030 -0.030 -0.025 -0.024
attached (0.020) (0.020) (0.020) (0.020) (0.022) (0.022)
Underemployed -0.000 0.000 0.002 0.002 -0.011 -0.011
(0.024) (0.024) (0.024) (0.024) (0.025) (0.026)
Male -0.026 -0.026 -0.025 -0.025 -0.032* -0.033*
(0.014) (0.014) (0.014) (0.014) (0.015) (0.015)
Health -0.010 -0.010 -0.010 -0.0101 -0.010 -0.011
condition (0.015) (0.015) (0.015) (0.015) (0.016) (0.016)
Financial year 0.006™ 0.006™ 0.006™ 0.005™ 0.006%** 0.007**
income/10,000 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Local area - - 0.005 0.005 0.007* 0.009**
house value (0.003) (0.003) (0.003) (0.003)
SA3/100,000
Unemployment - - - 0.005 0.006 0.006
rate (SA4) (0.003) (0.003) (0.003)
Arrears in rent/ - - - - 0.051* 0.052*
mortgage (0.021) (0.021)
Actual housing - - - - - -0.002**
cost/100 (0.001)
(monthly)
Constant -1.553™ -1.554™ -1.589™ -1.614™  -1.622%%  -1.634%*
(0.047) (0.047) (0.051) (0.053) (0.058) (0.058)
In(c2) -2.275™ -2.276™ -2.273™ 2273 -2.300%*  -2.200%*
(0.066) (0.066) (0.066) (0.066) (0.074) (0.074)
Observations 108,441 108,441 108,275 108,275 96,128 96,107
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* ** and *** respectively.
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Table A4: Inter-SA2, inter-SA3 and interstate mobility among individuals—regression

results
Move SA2 Move SA3 Move state
-0.056" -0.064" 0.028
LVR <0.5
(0.026) (0.029) (0.057)
-0.001 0.019 0.156"
LVR >=0.5 & <0.8
(0.031) (0.035) (0.065)
-0.0463 -0.031 0.014
LVR >=0.8
(0.037) (0.042) (0.079)
) 0.711™ 0.598™ 0.499™
Private renter
(0.026) (0.029) (0.055)
) . 0.109" 0.0923 0.213
Social housing
(0.043) (0.049) (0.092)
0.590™ 0.534™ 0.433™
Rent free
(0.040) (0.045) (0.082)
) . -0.243™ -0.298™ -0.219"
Couples with children
(0.034) (0.039) (0.076)
) _ 0.141™ 0.152™ 0.194™
Couples with children < 4 years
(0.023) (0.026) (0.049)
) . -0.059" -0.059" 0.053
Couples without children
(0.024) (0.0262) (0.048)
-0.076" -0.145™ -0.227"
Lone parents
(0.036) (0.041) (0.083)
Lone parents with children < 4 0.054 -0.0135 -0.0787
years (0.056) (0.065) (0.138)
) 0.324™ 0.290™ 0.087
Non-dependent child
(0.044) (0.049) (0.103)
. 0.069 -0.004 -0.368"
Other family member
(0.058) (0.065) (0.159)
0.018 0.056 -0.087
Unrelated
(0.0520) (0.0560) (0.109)
) 0.0600" 0.0541" 0.059
Australian born
(0.0234) (0.0262) (0.051)
_ 0.097" 0.0840" 0.087
Overseas born (Eng. speaking)
(0.031) (0.0345) (0.066)
Aboriginal and Torres Strait 0.074 0.111 0.034
Islander (0.055) (0.062) (0.119)
0.413™ 0.390™ 0.309™
Aged 25-34 years
(0.0273) (0.031) (0.058)
0.194™ 0.178™ 0.150™
Aged 35-44 years
(0.027) (0.030) (0.057)
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Move SA2 Move SA3 Move state

0.0812" 0.088" 0.110°
Aged 45-54 years
(0.025) (0.028) (0.054)
-0.0970" -0.178"™ 0.320™
Balance of NSW
(0.030) (0.034) (0.058)
0.0384 0.043 -0.091
Melbourne
(0.025) (0.0271) (0.055)
. . -0.071 -0.219"™ 0.183"
Balance of Victoria
(0.036) (0.043) (0.073)
) 0.178™ 0.198™ 0.034
Brisbane
(0.029) (0.032) (0.063)
0.154™ 0.042 0.147
Balance of QId
(0.028) (0.032) (0.059)
) 0.047 0.061 0.111
Adelaide
(0.035) (0.039) (0.075)
-0.242™ -0.355"™ 0.087
Balance of SA
(0.054) (0.065) (0.106)
0.135™ 0.106™ 0.002
Perth
(0.032) (0.035) (0.070)
0.029 0.016 0.382™
Balance of WA
(0.049) (0.055) (0.092)
) 0.069 -0.112" 0.276"
Tasmania
(0.046) (0.055) (0.088)
. 0.459™ 0.370™ 0.903™
Northern Territory
(0.066) (0.073) (0.098)
0.220™ 0.063 0.563™
ACT
(0.049) (0.056) (0.080)
. . 0.109™ 0.152™ 0.205™
University
(0.022) (0.025) (0.046)
) 0.085" 0.111™ 0.107
Diploma
(0.027) (0.031) (0.058)
-~ 0.062™ 0.065™ 0.076
Certificate
(0.021) (0.025) (0.046)
0.042 0.065" -0.017
Year 12
(0.025) (0.029) (0.056)
-0.042™ -0.039"™ -0.046"
Number of bedrooms
(0.008) (0.009) (0.017)
) -0.016™ -0.015™ -0.020™
Years at residence
(0.001) (0.001) (0.003)
. -0.006 -0.010 -0.030
Number of persons in household
(0.009) (0.010) (0.020)
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Move SA2 Move SA3 Move state

_ -0.050" -0.041 0.046
Employed part-time
(0.022) (0.025) (0.045)
0.068 0.103" 0.108
Unemployed
(0.037) (0.040) (0.074)
) -0.006 0.015 0.097
NLF marginally attached
(0.031) (0.035) (0.064)
. -0.032 -0.008 0.062
NLF not marginally attached
(0.024) (0.027) (0.050)
-0.002 0.006 0.025
Underemployed
(0.028) (0.031) (0.059)
-0.041" -0.025 -0.013
Male
(0.016) (0.018) (0.034)
N -0.011 -0.006 -0.012
Health condition
(0.020) (0.017) (0.037)
Imputed financial year income/ 0.005" 0.004° 0.006
10,000 (0.002) (0.002) (0.003)
Local area house value 0.013™ 0.0202™ 0.011
SA3/100,000 (0.003) (0.004) (0.007)
0.006 0.000 -0.003
SA4 unemployment rate
(0.004) (0.004) (0.008)
_ 0.045 0.035 0.018
Arrears in rent/mortgage
(0.023) (0.026) (0.049)
) -0.002" -0.003" -0.000
Actual housing cost/100 (monthly)
(0.001) (0.001) (0.002)
-1.742™ -1.886™ -2.996™
Constant
(0.063) (0.071) (0.138)
-2.159™ -1.876™ -1.072™
In(cf
(0.075) (0.072) (0.099)
Observations 96,107 96,107 96,107

Note: Standard errors in parentheses. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *,
** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.

AHURI report 280 90



Table A5: Geographic mobility among the unemployed and underemployed—regression

results
Unemployed Underemployed
Any Move Any Move Any Move
move SA3 move SA3 move SA3
-0.230 -0.615™ -0.377 -0.046 -0.121 0.310
LVR <0.5
(0.146) (0.199) (0.438) (0.090) (0.111) (0.341)
-0.274 -0.361 -0.303 0.063 -0.069 0.758*
LVR >=0.5 & <0.8
(0.177) (0.210) (0.485) (0.115) (0.144) (0.368)
-0.240 -0.131 0.033 0.036 -0.017 0.649
LVR >=0.8
(0.227) (0.251) (0.528) (0.141) (0.174) (0.424)
) 0.668*** 0.313* 0.208 0.814x** 0.508*** 0.899**
Private renter
(0.125) (0.138) (0.314) (0.091) (0.105) (0.326)
) _ 0.029 -0.005 0.250 0.125 -0.186 0.339
Social housing
(0.154) (0.172) (0.389) (0.133) (0.177) (0.451)
0.396* 0.436* 0.317 0.706*** 0.389* 0.904*
Rent free
(0.182) (0.191) (0.437) (0.138) (0.165) (0.390)
Imputed financial -0.014 0.003 0.032 0.005 -0.012 0.007
year income/10,000 (0.010) (0.012) (0.027) (0.009) (0.011) (0.023)
Local area house -0.002 0.022 -0.017 0.022 0.032* 0.021
value SA3/100,000 (0.018) (0.019) (0.050) (0.012) (0.013) (0.030)
SA4 unemp]oyment -0.013 -0.037 -0.052 0.023 -0.003 -0.013
rate (0.019) (0.022) (0.048) (0.012) (0.015) (0.033)
Arrears in rent/ 0.006 0.021 0.306 0.055 -0.050 -0.176
mortgage (0.087) (0.096) (0.218) (0.065) (0.079) (0.176)
Actual House 0.002 -0.000 0.002 -0.001 -0.001 -0.003
cost/100 (monthly) (0.004) (0.005) (0.011) (0.004) (0.005) (0.010)
Couples with -0.275 -0.275 0.0463  -0.371%*  .0.391* -0.380
children (0.163) (0.181) (0.447) (0.113) (0.137) (0.317)
Couples with 0.058 -0.088 -0.016 0.117 0.032 0.111
children < 4 years (0.125) (0.142) (0.333) (0.074) (0.093) (0.202)
Couples without -0.070 -0.207 0.623  -0.217* -0.207* -0.104
children (0.118) (0.130) (0.337) (0.083)  (0.0945) (0.201)
-0.140 -0.200 0.346 -0.279** -0.282* -0.397
Lone parents
(0.151) (0.170) (0.415) (0.103) (0.124) (0.278)
Lone parents with 0.172 0.235 0.264 0.308* 0.0115 0.035
children < 4 years (0.207) (0.220) (0.453) (0.150) (0.185) (0.419)
] 0.182 -0.190 0.773 0.0221 -0.066 -
Non-depend. child
(0.175) (0.206) (0.473) (0.139) (0.162)
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Unemployed Underemployed

Any Move Any Move Any Move
move SA3 move SA3 move SA3
_ -0.205 -0.181 - -0.191 -0.280 -
Other family member
(0.218) (0.237) (0.193) (0.232)
Unrelated to others 0.185 0.223 0.0351 0.137 -0.000 -0.151
in household (0.214) (0.222) (0.651) (0.179) (0.199) (0.432)
) 0.222* 0.205 -0.326 -0.044 0.038 0.111
Australian born
(0.105) (0.116) (0.255) (0.066) (0.079) (0.182)
Overseas born -0.044 -0.028 -0.296 -0.084 -0.0162 0.143
(Eng. speak) (0.146) (0.161) (0.360) (0.098) (0.115) (0.260)
Aboriginal and 0.046 0.087 -1.242* 0.051 -0.131 0.059
Torres Strait Islander  (0.174) (0.189) (0.608) (0.150) (0.201) (0.423)
0.445** 0.227 0.253 0.359*** 0.268* 0.283
Aged 25-34 years
(0.142) (0.154) (0.360) (0.0931) (0.108) (0.278)
0.290* 0.156 -0.001 0.116 0.0271 0.106
Aged 35-44 years
(0.138) (0.151) (0.362) (0.091) (0.107) (0.282)
0.171 0.041 -0.123 0.099 0.054 0.380
Aged 45-54 years
(0.140) (0.154) (0.381) (0.089) (0.105) (0.277)
0.151 0.112 1.118* 0.035 -0.203 0.281
Balance NSW
(0.135) (0.149) (0.393) (0.094) (0.117) (0.241)
-0.065 -0.020 0.140 0.121 0.158 0.080
Melbourne
(0.125) (0.138) (0.370) (0.084) (0.097) (0.225)
] 0.239 0.200 0.924* 0.130 -0.200 -0.141
Balance Vic.
(0.160) (0.176) (0.413) (0.110) (0.147) (0.335)
) 0.049 0.187 0.350 0.067 0.217 -0.050
Brisbane
(0.145) (0.153) (0.406) (0.101) (0.114) (0.278)
0.207 0.121 0.653 0.214* 0.090 0.148
Balance QId
(0.131) (0.143) (0.365) (0.092) (0.109) (0.246)
) 0.181 0.240 0.370 0.117 0.350** 0.176
Adelaide
(0.167) (0.179) (0.466) (0.113) (0.126) (0.294)
0.022 -0.126 0.588 0.147 0.040 0.451
Balance SA
(0.236) (0.287) (0.645) (0.145) (0.180) (0.355)
berth -0.032 0.057 -0.074 0.163 0.175 -0.014
ert
(0.172) (0.189) (0.608) (0.112) (0.129) (0.313)
0.009 0.338 0.687 -0.338 -0.217 -
Balance WA
(0.272) (0.269) (0.646) (0.196) (0.226)
. 0.091 -0.110 0.810 0.161 -0.187 0.605
Tasmania

(0.212) (0.252) (0.556) (0.138) (0.188) (0.310)
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Unemployed Underemployed

Any Move Any Move Any Move
move SA3 move SA3 move SA3
. -0.126 -0.214 0.209 0.327 0.061 0.901*
Northern Territory
(0.410) (0.457) (0.831) (0.256) (0.324) (0.447)
ACT 0.036 -0.641 - 0.260 0.311 0.463
(0.337) (0.504) (0.201) (0.223) (0.454)
) . 0.248* 0.363** 0.282 -0.021 0.059 0.304
University
(0.109) (0.118) (0.293) (0.067) (0.081) (0.186)
) 0.132 0.056 0.112 -0.029 0.149 0.340
Diploma
(0.134) (0.153) (0.372) (0.087) (0.101) (0.222)
N 0.075 0.042 0.240 -0.027 0.008 0.186
Certificate
(0.091) (0.101) (0.230) (0.063) (0.078) (0.178)
0.121 0.050 0.140 -0.073 -0.001 -0.043
Year 12
(0.115) (0.130) (0.299) (0.075) (0.091) (0.223)
Numbers of -0.070 -0.0689 -0.306** -0.022 -0.023 -0.135
bedroom (0.040) (0.0447) (0.113) (0.0270) (0.033) (0.075)
-0.040***  -0.038*** -0.042  -0.024***  -0.026*** -0.052**
Years at address
(0.007) (0.009) (0.026) (0.004) (0.005) (0.019)
0.037 0.066 0.184 0.042 0.008 0.044
Number of persons
(0.038) (0.042) (0.095) (0.028) (0.036) (0.083)
Mal -0.091 -0.002 -0.158 -0.0145 0.0372 -0.059
ale
(0.075) (0.0825) (0.198) (0.052) (0.062) (0.138)
-0.005 -0.044 -0.193 0.0213 0.006 -0.061

Health condition
(0.075) (0.084) (0.208) (0.054) (0.065) (0.148)

-1.237%% -1.414%* -2.744*  -1.668***  -1.634*** -3.410%**

Constant
(0.294) (0.325) (0.860) (0.210) (0.246) (0.658)
In(a}) -1.895** -3.076 -0.543 -3.970 -12.84 -0.958
(0.612) (2.429) (0.844) (2.280) (16.53) (0.649)
Observations 2,562 2,562 2,448 5,789 5,789 5,326

Note: Standard errors in parentheses. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *,
** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Table A6: Inter-SA2, inter-SA3 and interstate mobility among married couple
households—regression results

Any move Move SA2 Move SA3 Move state
-0.074 -0.076 -0.056 0.084
LVR <0.5
(0.044) (0.050) (0.058) (0.111)
-0.031 0.0148 0.0578 0.321*
LVR >=0.5 & <0.8
(0.054) (0.061) (0.070) (0.128)
-0.043 -0.004 0.020 0.080
LVR >=0.8
(0.066) (0.074) (0.0861) (0.162)
) 1.036*** 0.866*** 0.781x** 0.781x**
Private renter
(0.049) (0.054) (0.061) (0.114)
. ) 0.496*** 0.357** 0.459%** 0.642**
Social housing
(0.103) (0.118) (0.129) (0.210)
0.773%* 0.647*** 0.581x* 0.374*
Rent free
(0.078) (0.087) (0.098) (0.185)
_ ) -0.073 -0.096 -0.152* -0.203
Couples with children
(0.046) (0.052) (0.060) (0.110)
Coup|es with children < 4 0.177*** 0.194*** 0.193*** 0.144
years (0.036) (0.040) (0.047) (0.085)
_ 0.032 0.061 0.0440 0.238*
Australian born
(0.042) (0.047) (0.053) (0.106)
Overseas born (Eng 0.0938 0.110 0.0412 0.228
speaking) (0.054) (0.059) (0.068) (0.131)
Aboriginal and Torres Strait 0.056 -0.148 -0.206 0.0152
Islander (0.139) (0.172) (0.210) (0.364)
0.353*** 0.294** 0.245%* 0.120
Aged 25-34 years
(0.052) (0.057) (0.064) (0.111)
0.195%*** 0.138** 0.109 -0.0126
Aged 35-44 years
(0.048) (0.053) (0.061) (0.108)
0.098* 0.042 0.051 -0.108
Aged 45-54 years
(0.044) (0.049) (0.056) (0.102)
0.120* -0.0322 -0.166* 0.231*
Balance of NSW
(0.054) (0.061) (0.071) (0.117)
0.002 0.0149 -0.020 -0.080
Melbourne
(0.047) (0.052) (0.058) (0.111)
0.107 -0.093 -0.244** 0.057
Balance of Victoria
(0.064) (0.076) (0.091) (0.152)
0.157** 0.193** 0.162* -0.109
Brisbane
(0.055) (0.059) (0.067) (0.133)
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Any move Move SA2 Move SA3 Move state

0.212%** 0.164** 0.067 0.149
Balance of QId
(0.054) (0.059) (0.068) (0.121)
0.009 0.069 0.028 -0.050
Adelaide
(0.069) (0.074) (0.084) (0.162)
-0.196* -0.307** -0.432** 0.093
Balance of SA
(0.095) (0.113) (0.137) (0.195)
0.169** 0.172** 0.128 -0.040
Perth
(0.060) (0.065) (0.073) (0.145)
0.078 0.058 0.055 0.286
Balance of WA
(0.087) (0.096) (0.1207) (0.181)
) 0.081 0.083 0.042 0.228
Tasmania
(0.091) (0.101) (0.116) (0.186)
) 0.314* 0.452%** 0.355* 0.879***
Northern Territory
(0.134) (0.136) (0.153) (0.201)
0.090 0.210* 0.134 0.500**
ACT
(0.089) (0.0926) (0.105) (0.155)
) ) 0.134** 0.148** 0.151** 0.229*
University
(0.043) (0.047) (0.055) (0.100)
) 0.034 0.061 0.0894 0.120
Diploma
(0.053) (0.059) (0.068) (0.124)
- 0.077 0.059 0.081 0.190*
Certificate
(0.040) (0.045) (0.053) (0.093)
0.026 0.056 0.122 -0.165
Year 12
(0.053) (0.059) (0.067) (0.140)
-0.097*** -0.079%** -0.087*** -0.075*
Number of bedrooms
(0.017) (0.018) (0.021) (0.037)
-0.013*** -0.015%** -0.017%** -0.024***
Years at address
(0.002) (0.003) (0.003) (0.006)
-0.045* -0.058** -0.069** -0.059
Number of persons
(0.018) (0.020) (0.023) (0.044)
Female underemp|0yed in 0.184* 0.077 0.052 -0.073
household (0.090) (0.098) (0.112) (0.196)
Female unemp|oyed in -0.063 -0.033 -0.083 0.059
household (0.089) (0.098) (0.113) (0.179)
Male underemp|0yed in -0.099 -0.016 -0.026 0.018
household (0.080) (0.085) (0.097) (0.165)
Male unemp|0yed in -0.025 0.072 0.129 -0.209
household (0.094) (0.100) (0.110) (0.240)
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Any move Move SA2 Move SA3 Move state

0.013 0.005 0.038 0.055
Household member NLF
(0.030) (0.034) (0.038) (0.067)
N -0.043 -0.040 -0.058 0.027
Health condition
(0.034) (0.038) (0.044) (0.075)
|mputed financial year 0.007*** 0.005 0.0063* 0.006
market income/10,000 (0.002) (0.002) (0.003) (0.005)
Local area house value -0.004 0.009 0.022** 0.015
SA3/100,000 (0.007) (0.008) (0.008) (0.015)
-0.006 -0.003 -0.002 0.000
SA4 unemployment rate
(0.007) (0.008) (0.009) (0.016)
) -0.010 -0.035 -0.061 -0.141
Arrears in rent/mortgage
(0.053) (0.0599) (0.070) (0.130)
Actual housing cost/100 -0.008 -0.002 -0.004 -0.002
(monthly) (0.001) (0.002) (0.002) (0.003)
-1.410%** -1.585%** -1.687*** -2.843%**
Constant
(0.118) (0.131) (0.149) (0.282)
In(a}) -2.648%** -2.585%** -2.096*** -1.344%*
(0.221) (0.241) (0.198) (0.254)
Observations 26,521 26,521 26,521 26,521

Note: Standard errors in parentheses. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *,
** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.

Mobility models with risk attitudes

The models reported in Chapter 3 use the following specification:
Mit = ot + f1 Xit + BoHit + 4 + Vit (1)

Where i indexes individuals and t indexes time: M it is @ measure of geographic mobility as
described in Chapter 2; X it is a vector of covariates that are assumed to influence geographic
mobility; H it is a vector that captures housing tenure and other associated costs of housing;
H; is a panel level set of random-effects; and Vit is an error term which captures all other
influences. The models are estimated using Stata 14.
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Table A7: Geographic mobility and attitudes to risk—regression results

1) (2) (3) (4)
-0.136™ -0.627 -0.119 -0.010
LVR <0.5
(0.043) (0.328) (0.177) (0.055)
-0.016 -0.212 0.209 0.065
LVR >=0.5 & <0.8
(0.050) (0.317) (0.217) (0.060)
-0.164** 0.0437 -0.011 -0.070
LVR >=0.8
(0.059) (0.391) (0.261) (0.071)
) 0.802*** 0.517* 0.913*** 0.869***
Private renter
(0.042) (0.217) (0.170) (0.052)
. . 0.177* -0.015 -0.088 0.332**
Social housing
(0.070) (0.290) (0.277) (0.124)
0.654*** 0.492 0.860*** 0.691***
Rent free
(0.063) (0.295) (0.219) (0.083)
Imputed financial market 0.007* -0.012 -0.008 0.007*
year income/10,000 (0.002) (0.020) (0.015) (0.002)
) , -0.198*** -0.448 -0.594** -0.197***
Couples with children
(0.053) (0.287) (0.186) (0.053)
Couples with children < 4 0.139*** 0.0470 0.176 0.138***
years (0.037) (0.230) (0.130) (0.037)
. . -0.072 -0.125 -0.475%** -0.074*
Couples without children
(0.037) (0.218) (0.144) (0.037)
-0.031 -0.197 -0.399* -0.032
Lone parents
(0.058) (0.296) (0.182) (0.058)
Lone parents with children 0.119 0.552 0.018 0.122
<4 years (0.093) (0.413) (0.277) (0.093)
) 0.293*** 0.317 -0.177 0.289***
Non-dependent child
(0.070) (0.308) (0.239) (0.070)
. -0.003 -0.241 -0.538 -0.005
Other family member
(0.091) (0.431) (0.345) (0.091)
Unrelated to others in 0.043 -0.014 0.379 0.039
household (0.091) (0.407) (0.355) (0.091)
. -0.018 0.088 0.008 -0.016
Australian born
(0.035) (0.197) (0.117) (0.035)
Overseas born (Eng. 0.026 -0.174 -0.032 0.028
speaking) (0.046) (0.266) (0.175) (0.046)
Aboriginal and Torres Strait 0.064 0.212 0.138 0.070
Islander (0.080) (0.309) (0.236) (0.080)
Aged 25-34 vears 0.455*** 0.734** 0.322* 0.455***
g 4 (0.042) (0.274) (0.157) (0.042)
0.188*** 0.281 0.107 0.187***
Aged 35-44 years
(0.041) (0.270) (0.153) (0.041)
0.149*** 0.419 0.121 0.150***
Aged 45-54 years
(0.038) (0.269) (0.151) (0.038)
0.161*** 0.232 -0.061 0.159%**
Balance of NSW
(0.044) (0.246) (0.163) (0.044)
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1) (2) (3) (4)
0.066 -0.041 0.062 0.065
Melbourne
(0.037) (0.236) (0.141) (0.037)
S 0.149** 0.488 -0.012 0.147*
Balance of Victoria
(0.055) (0.287) (0.196) (0.055)
) 0.181*** 0.037 0.098 0.180***
Brisbane
(0.044) (0.253) (0.172) (0.044)
0.253*** 0.298 0.039 0.251***
Balance of QId
(0.043) (0.235) (0.158) (0.043)
. 0.075 0.269 0.224 0.074
Adelaide
(0.054) (0.293) (0.190) (0.054)
-0.029 0.056 -0.203 -0.029
Balance of SA
(0.087) (0.504) (0.299) (0.086)
0.080 -0.158 0.274 0.075
Perth
(0.050) (0.340) (0.183) (0.050)
0.148 0.225 0.084 0.143
Balance of WA
(0.079) (0.431) (0.316) (0.079)
: 0.022 -0.529 0.125 0.021
Tasmania
(0.072) (0.419) (0.250) (0.072)
_ 0.390*** 0.514 0.602 0.386***
Northern Territory
(0.010) (0.576) (0.496) (0.010)
0.327*** 0.747* 0.325***
ACT --
(0.071) (0.310) (0.071)
: : 0.102** 0.248 0.173 0.103**
University
(0.035) (0.214) (0.127) (0.035)
: 0.134** -0.162 0.120 0.135%
Diploma
(0.043) (0.263) (0.161) (0.03)
. 0.010** 0.036 0.125 0.091**
Certificate
(0.034) (0.173) (0.116) (0.034)
0.051 -0.026 0.025 0.052
Year 12
(0.040) (0.222) (0.146) (0.040)
-0.078*** -0.029 -0.113* -0.076***
Number of bedrooms
(0.013) (0.072) (0.046) (0.013)
-0.021*** -0.065*** -0.018** -0.021***
Years at address
(0.002) (0.016) (0.007) (0.002)
0.006 0.032 0.081 0.006
Number of persons
(0.013) (0.061) (0.044) (0.013)
: -0.017 -0.018
Employed part-time - -
(0.034) (0.034)
0.068 0.070
Unemployed - -
(0.059) (0.059)
. -0.078 -0.075
NLF marginally attached - -
(0.050) (0.050)
. -0.062 -0.062
NLF not marginally attached - -
(0.039) (0.039)
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(1) 2 3 (4)

0.029 0.031
Underemployed - -
(0.044) (0.044)
-0.079** 0.110 -0.001 -0.079**
Male (0.024) (0.142) (0.091) (0.024)
(0.028) (0.167) (0.110) (0.028)
. 0.020 0.213 0.102 0.018
Health condition
(0.028) (0.143) (0.096) (0.028)
. . -0.061** 0.184 -0.001 0.065
Risk aversion
(0.023) (0.135) (0.085) (0.053)
-0.082
LVR<0.5*averse - - -
(0.076)
-0.181*
0.5<LVR<0.8*averse - - -
(0.078)
-0.218*
LVR>0.8*averse - - -
(0.093)
. -0.148*
Private rental*averse - - -
(0.062)
. -0.257
Social rental*averse - - -
(0.144)
-0.094
Rent free*averse - - -
(0.118)
Local area house value 0.013** -0.005 0.023 0.013**
SA3/100,000 (0.005) (0.031) (0.019) (0.005)
0.000 -0.016 0.024 -0.000
SA4 unemployment rate
(0.006) (0.040) (0.025) (0.006)
Arrears in rent/mortgage 0.080* 0.132 -0.078 0.080*
(0.039) (0.169) (0.125) (0.039)
Actual housing cost/100 -0.001 0.003 0.002 -0.001
(monthly) (0.001) (0.004) (0.006) (0.001)
Constant -1.474%** -1.448** -1.559%** -1.534***
(0.099) (0.537) (0.360) (0.102)
In(o§) -2.258*** -1.610 -11.940 -2.269%**
(0.180) (1.223) (31.09) (0.181)
Observations 31,554 855 1,912 31,554

Note: Standard errors in parentheses. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *,
** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 10 to 14 of HILDA.
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Job search intensity models

The models reported in Chapter 3 use the following specification:
Sit = at + B Xit + B2Hit + Vit (1)

Where i indexes individuals and t indexes time: Sit is a measure of job search intensity; X it is
a vector of covariates that are assumed to influence intensity; Hit is a vector that captures
housing tenure and other associated costs of housing; and Vit is an error term which captures
all other influences. The models are estimated in Stata 14 using a Poisson regression model
that fits the number of occurrences (counts) of an event to the independent variable. Such an
approach is more appropriate where the dependent variable—in this case the intensity of job
search as measured by the number of job search activities used by the unemployed individual—
takes on a small number of discrete values.

Table A8: Job search intensity—regression results

1) 2 3 4) 5)
-0.065*
Mortgagor - - - -
(0.031)
-0.074* -0.074* -0.087** -0.049
LVR <0.5 -
(0.035) (0.035) (0.037) (0.042)
-0.049 -0.0503 -0.090 -0.032
LVR >=0.5 & <0.8 -
(0.043) (0.044) (0.046) (0.056)
-0.063 -0.064 -0.109 -0.031
LVR >=0.8 -
(0.052) (0.052) (0.056) (0.070)
) 0.047 0.049 0.049 0.016 0.054
Private renter
(0.032) (0.032) (0.032) (0.035) (0.040)
i , -0.071 -0.070 -0.070 -0.068 -0.043
Social housing
(0.043) (0.043) (0.043) (0.049) (0.051)
-0.067 -0.067 -0.067 -0.077 -0.074
Rent free
(0.062) (0.062) (0.062) (0.068) (0.068)
SA4 unemp|0yment -0.001 -0.002 -0.002 -0.001 -0.001
rate (0.006) (0.006) (0.006) (0.006) (0.006)
Unemployment 0.001*** 0.001*** 0.001*** 0.001*** 0.001***
duration (weeks) (0.000) (0.000) (0.000) (0.000) (0.000)
[Unemp|0yment 0.000 0.000 0.000 0.000 0.000
duration (weeks)J? (0.000) (0.000) (0.000) (0.000) (0.000)
Local area house i ) -0.001 -0.003 -0.001
value/100,000 (0.006) (0.006) (0.006)
Arrears in i ) i 0.139%** 0.139***
rent/mortgage (0.027) (0.027)
Actual housing ) ) ) ) -0.004*
cost/100 (monthly) (0.002)
) -0.004*** -0.004*** -0.004*** -0.003* -0.003
Years at residence
(0.002) (0.002) (0.002) (0.002) (0.002)
0.086** 0.085* 0.087* 0.087 0.086*
Aged 25-34 years
(0.040) (0.040) (0.040) (0.045) (0.045)
AHURI report 280 100



1) (2) 3) (4) (5)
Aded 3544 0.125%** 0.124%x* 0.126%*+ 0.136%** 0.137**+
e — ears
g Y (0.038) (0.038) (0.039) (0.042) (0.042)
Aded 45-54 vears 0.133*** 0.132%** 0.134**+ 0.160%** 0.160***
g Y (0.037) (0.037) (0.037) (0.040) (0.040)
Counles with child -0.095*** -0.094**+ -0.093*** -0.109%** -0.099***
ouples witn cnilaren
P (0.033) (0.033) (0.033) (0.036) (0.036)
Couples with children -0.121 %%+ -0.122%** -0.122%** -0.094**+ -0.091 %+
under 4 (0.035) (0.035) (0.035) (0.038) (0.038)
Couple without -0.077** -0.077** -0.076** -0.053 -0.045
children (0.032) (0.032) (0.032) (0.035) (0.035)
Lone barents -0.037 -0.037 -0.034 -0.051 -0.046
P (0.039) (0.039) (0.039) (0.043) (0.043)
Lone parents with
Ch”drgn -0.202%** -0.202%** -0.198%** -0.222%%* -0.217%**
<4 years (0.065) (0.065) (0.065) (0.073) (0.073)
Non d dent child -0.046 -0.044 -0.045 -0.058 -0.049
on aepenaent cni
P (0.047) (0.047) (0.047) (0.051) (0.052)
Other familv member 0.099 0.099 0.100 0.105 0.112
|
Y (0.063) (0.063) (0.063) (0.067) (0.067)
Unrelated to other -0.089 -0.088 -0.089 -0.021 -0.013
household members (0.075) (0.075) (0.075) (0.081) (0.082)
Mal 0.132%** 0.133%** 0.133%*+ 0.140%** 0.137%*+
ale
(0.022) (0.022) (0.022) (0.024) (0.024)
Universit -0.103**+ -0.103**+ -0.101%** -0.104**+ -0.098**+
niversi
Y (0.032) (0.032) (0.032) (0.034) (0.034)
Disloma -0.054 -0.053 -0.053 -0.049 -0.043
|
P (0.038) (0.038) (0.039) (0.041) (0.041)
Certificat 0.052* 0.052* 0.052* 0.040 0.042
ertricate
(0.026) (0.026) (0.026) (0.028) (0.028)
Vear 12 0.012 0.012 0.012 0.024 0.026
ear
(0.032) (0.032) (0.032) (0.035) (0.035)
|mputed financial year 0.003 0.003 0.004 0.005* 0.006***
income/10,000 (0.003) (0.003) (0.003) (0.002) (0.002)
Australian born 0.004 0.004 0.005 -0.021 -0.019
u |
(0.030) (0.030) (0.030) (0.033) (0.033)
Overseas born (Eng 0.042 0.043 0.044 0.031 0.032
speaking) (0.039) (0.039) (0.039) (0.043) (0.043)
ATS| -0.018 -0.018 -0.021 -0.050 -0.052
(0.048) (0.048) (0.048) (0.056) (0.056)
Bal £ NSW 0.045 0.045 0.044 0.052 0.045
alance o
(0.038) (0.038) (0.039) (0.041) (0.041)
Vel 0.015 0.015 0.014 -0.011 -0.015
elpourne
(0.034) (0.034) (0.034) (0.036) (0.037)
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(1) (2) 3) (4) (5)
] ] 0.076 0.076 0.075 0.086 0.075
Balance of Victoria
(0.046) (0.046) (0.048) (0.052) (0.052)
. 0.051 0.051 0.048 0.020 0.016
Brisbane
(0.039) (0.039) (0.041) (0.044) (0.044)
0.037 0.038 0.037 0.026 0.019
Balance of QId
(0.037) (0.037) (0.038) (0.041) (0.041)
. 0.005 0.005 0.002 -0.012 -0.018
Adelaide
(0.046) (0.046) (0.048) (0.052) (0.052)
-0.120 -0.120 -0.124 -0.206** -0.222%**
Balance of SA
(0.076) (0.076) (0.078) (0.091) (0.091)
Perth -0.041 -0.041 -0.039 -0.029 -0.032
(0.048) (0.048) (0.048) (0.053) (0.053)
-0.012 -0.012 -0.014 -0.073 -0.077
Balance of WA
(0.097) (0.097) (0.100) (0.105) (0.105)
) 0.081 0.081 0.078 0.078 0.072
Tasmania
(0.054) (0.054) (0.056) (0.060) (0.060)
) 0.002 0.003 0.001 0.014 0.008
Northern Territory
(0.119) (0.120) (0.120) (0.134) (0.134)
ACT -0.206%** -0.205%** -0.207*** -0.230%** -0.228***
(0.080) (0.081) (0.080) (0.087) (0.087)
1.043%** 1.043%** 1.050*** 1.046%** 1.039***
Constant
(0.070) (0.070) (0.082) (0.090) (0.090)
Observations. 3,459 3,459 3,451 2,916 2,916
Psuedo R? 0.022 0.022 0.022 0.027 0.027

Notes: Standard errors in parentheses. The specifications also include a full set of time dummy variables. Statistical
significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Reservation wage models

The models reported in Chapter 4 use the following specification:
InWit = i + A1 Xt + o Hit + Vit (1)

Where i indexes individuals and t indexes time: Wit is a measure of reservation wages; X it is
a vector of covariates that are assumed to influence the level of reservation wages; Hijt is a
vector that captures housing tenure and other associated costs of housing; and Vit is an error
term which captures all other influences. The models are estimated in Stata 14 using an OLS
specification.

Table A9: Reservation wage estimates—regression results

1) 2 (3) 4) 5)
0.044%**
Mortgagor - - - -
(0.016)
0.063*** 0.062*** 0.064*** 0.005
LVR <0.5 -
(0.018) (0.018) (0.020) (0.022)
0.021 0.036 0.024 -0.063*
LVR >=0.5 & <0.8 -
(0.022) (0.022) (0.024) (0.028)
0.018 0.029 0.043 -0.076*
LVR >=0.8 -
(0.027) (0.027) (0.029) (0.036)
) -0.019 -0.022 -0.020 -0.023 -0.081***
Private renter
(0.018) (0.018) (0.017) (0.019) (0.022)
. , -0.057** -0.060%*** -0.059*** -0.044 -0.081***
Social housing
(0.023) (0.023) (0.022) (0.025) (0.026)
-0.004 -0.006 -0.007 -0.002 -0.006
Rent free
(0.031) (0.031) (0.031) (0.034) (0.034)
-0.002 -0.002 0.000 -0.003 -0.003
SA4 unemployment rate
(0.003) (0.003) (0.003) (0.003) (0.003)
Unempk)yment duration -0.000*** -0.000*** -0.000*** -0.000** -0.000**
(weeks) (0.000) (0.000) (0.000) (0.000) (0.000)
[Unemp|0yment duration 0.000 0.000 0.000 0.000* 0.000*
(weeks)]? (0.000) (0.000) (0.000) (0.000) (0.000)
Local area house 0.018*** 0.014*** 0.012***
value/100,000 (0.003) (0.003) (0.003)
_ -0.028 -0.028
Arrears in rent/mortgage - - -
(0.015) (0.015)
Actual housing cost/100 ) ) ) ) 0.006***
(monthly) (0.001)
. -0.000 -0.000 -0.000 -0.001 -0.001
Years at residence
(0.001) (0.001) (0.001) (0.001) (0.001)
-0.051** -0.047** -0.050%** -0.058** -0.056**
Aged 25-34 years
(0.021) (0.021) (0.021) (0.023) (0.023)
-0.031 -0.030 -0.030 -0.023 -0.025
Aged 35-44 years
(0.020) (0.020) (0.020) (0.021) (0.021)
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1) 2) 3) 4) (5)
-0.010 -0.009 -0.009 -0.002 -0.002
Aged 45-54 years
(0.019) (0.019) (0.019) (0.021) (0.020)
) , -0.029 -0.031 -0.027 -0.030 -0.043*
Couples with children
(0.018) (0.018) (0.018) (0.019) (0.019)
Coup|es with children 0.070*** 0.072*** 0.069*** 0.070*** 0.065***
under 4 (0.018) (0.018) (0.018) (0.020) (0.020)
. _ -0.012 -0.013 -0.012 -0.015 -0.027
Couple without children
(0.018) (0.018) (0.018) (0.019) (0.019)
0.016 0.015 0.019 -0.001 -0.007
Lone parents
(0.021) (0.021) (0.021) (0.024) (0.023)
L ts with
childron e 0.077% 0.077%%  0.080% 0.108*  0.100%*
< 4 years (0.033) (0.033) (0.033) (0.037) (0.037)
) -0.047 -0.050 -0.046 -0.054 -0.068**
Non dependent child
(0.026) (0.026) (0.026) (0.029) (0.029)
_ -0.034 -0.035 -0.030 -0.006 -0.015
Other family member
(0.036) (0.036) (0.035) (0.040) (0.039)
Unrelated to other -0.117%** -0.117%** -0.118*** -0.131%** -0.143***
household members (0.038) (0.038) (0.038) (0.042) (0.042)
Mal 0.061*** 0.060*** 0.065*** 0.061*** 0.066***
ale
(0.012) (0.012) (0.012) (0.013) (0.013)
_ _ 0.293*** 0.293*** 0.269*** 0.269*** 0.261***
University
(0.017) (0.017) (0.017) (0.018) (0.018)
, 0.114%** 0.113** 0.101*** 0.109*** 0.101***
Diploma
(0.021) (0.021) (0.021) (0.022) (0.022)
. 0.045*** 0.046*** 0.045*** 0.041*** 0.038***
Certificate
(0.014) (0.014) (0.014) (0.015) (0.015)
0.039* 0.039* 0.033* 0.032 0.029
Year 12
(0.017) (0.017) (0.017) (0.019) (0.019)
|mputed financial year 0.034*** 0.034*** 0.033*** 0.033*** 0.031***
income/10,000 (0.002) (0.002) (0.002) (0.002) (0.002)
) 0.023 0.023 0.019 0.024 0.022
Australian born
(0.016) (0.016) (0.016) (0.017) (0.017)
Overseas born (Eng 0.054** 0.054** 0.044* 0.036 0.035
speaking) (0.022) (0.022) (0.022) (0.024) (0.024)
Abor|g|na| and Torres -0.007 -0.007 0.001 -0.002 0.001
Strait Islander (0.027) (0.027) (0.027) (0.031) (0.031)
-0.067*** -0.068*** -0.044* -0.039 -0.029
Balance of NSW
(0.020) (0.020) (0.021) (0.022) (0.022)
-0.033 -0.034 -0.020 -0.006 -0.000
Melbourne
(0.018) (0.018) (0.018) (0.020) (0.020)
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(1) 2) ) (4) (5)
) ) -0.084*** -0.086*** -0.045 -0.046 -0.029
Balance of Victoria
(0.025) (0.025) (0.025) (0.028) (0.028)
] -0.024 -0.025 0.003 0.020 0.027
Brisbane
(0.022) (0.022) (0.022) (0.024) (0.024)
-0.080*** -0.081*** -0.048** -0.043 -0.032
Balance of QId
(0.020) (0.020) (0.021) (0.022) (0.022)
] -0.047 -0.048 -0.004 0.017 0.028
Adelaide
(0.026) (0.026) (0.027) (0.029) (0.029)
-0.029 -0.029 0.027 0.038 0.063
Balance of SA
(0.035) (0.035) (0.036) (0.039) (0.039)
Perth 0.012 0.011 0.027 0.031 0.035
er
(0.025) (0.025) (0.025) (0.027) (0.027)
0.009 0.008 0.032 0.026 0.033
Balance of WA
(0.042) (0.042) (0.042) (0.045) (0.044)
) -0.054 -0.055 -0.007 -0.009 0.002
Tasmania
(0.032) (0.032) (0.033) (0.035) (0.035)
] -0.093 -0.093 -0.076 -0.134 -0.124
Northern Territory
(0.064) (0.064) (0.064) (0.068) (0.068)
ACT 0.227%** 0.227%** 0.244** 0.208*** 0.205***
(0.044) (0.044) (0.044) (0.048) (0.048)
2.979%* 2.9802*** 2.855%** 2.902%** 2.913%**
Constant
(0.038) (0.038) (0.043) (0.046) (0.046)
Observations 3,459 3,459 3,451 2,916 2,916
R2 0.446 0.447 0.454 0.467 0.476

Notes: Standard errors in parentheses. The specifications also include a full set of time dummy variables. Statistical

significance at the 5, 2.5 and 1 per cent levels are indicated by *, ** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Geographic and job mobility models

The models reported in Chapter 6 use a multinomial probit specification. For the job and
geographic mobility changes, four possible outcomes are defined, with ‘no geographic mobility
and no job changes’ the omitted category. For the employment transition models, the omitted
category is employment. In each case, standard errors are clustered at the individual level. In
each specification, various individual-level characteristics are included in the specification, along
with a series of housing-related variables including tenure.

Table A10: Geographic and job mobility—regression results

Geographic mobility,
no job change

No geographic
mobility, job change

Geographic mobility
and job change

-0.056 0.037 -0.029
LVR <0.5
(0.039) (0.038) (0.063)
0.018 0.101* 0.131
LVR >=0.5 & <0.8
(0.047) (0.046) (0.072)
-0.054 0.146** 0.0841
LVR >=0.8
(0.056) (0.053) (0.083)
) 1.123*** 0.289*** 1.028***
Private renter
(0.041) (0.044) (0.060)
0.464*** 0.006 0.331**
Social housing
(0.085) (0.105) (0.125)
0.797*** -0.051 0.761***
Rent free
(0.069) (0.084) (0.090)
|mputed financial 0.010*** -0.013** -0.0154**
year income/10,000 (0.002) (0.004) (0.005)
Coup|es with -0.228*** -0.032 -0.231**
children (0.056) (0.061) (0.085)
Coup|es with 0.179*** -0.060 0.035
children 4 under (0.033) (0.036) (0.052)
Coup|es without -0.048 0.054 -0.081
children (0.038) (0.044) (0.054)
0.064 0.106 -0.067
Lone parents
(0.060) (0.066) (0.088)
Lone parents with 0.186 0.032 0.232
children 4 under (0.111) (0.137) (0.151)
) 0.521*** 0.107 0.436***
Non dependant child
(0.076) (0.085) (0.103)
_ 0.039 -0.092 -0.312*
Other family member
(0.095) (0.110) (0.154)
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Geographic mobility,

no job change

No geographic
mobility, job change

Geographic mobility

and job change

Unrelated to all HH 0.132 0.082 -0.002
members (0.086) (0.099) (0.109)
] -0.024 0.014 0.119*
Australian born
(0.034) (0.040) (0.056)
Overseas born (Eng. 0.023 0.078 0.265***
speaking) (0.044) (0.052) (0.0712)
Abor|g|na| and 0.064 0.156 0.319*
Torres Strait Islander (0.088) (0.115) (0.137)
0.543*** 0.626*** 0.944***
Aged 25-34 years
(0.045) (0.047) (0.074)
0.275%** 0.410%** 0.506***
Aged 35-44 years
(0.043) (0.045) (0.073)
0.121** 0.189*** 0.291%**
Aged 45-54 years
(0.042) (0.042) (0.073)
0.122** -0.081 0.179**
Balance of NSW
(0.045) (0.051) (0.065)
0.058 0.070 0.049
Melbourne
(0.037) (0.042) (0.055)
. . 0.079 -0.150* 0.156*
Balance of Victoria
(0.054) (0.059) (0.079)
] 0.171%** 0.041 0.288***
Brisbane
(0.044) (0.051) (0.063)
0.243*** 0.118* 0.421%**
Balance of QId
(0.045) (0.051) (0.063)
] -0.017 -0.013 0.091
Adelaide
(0.052) (0.060) (0.081)
-0.187* -0.203* 0.027
Balance of SA
(0.076) (0.085) (0.112)
0.160*** 0.137* 0.233**
Perth
(0.048 (0.053) (0.075)
-0.087 -0.073 0.357***
Balance of WA
(0.079) (0.096) (0.102)
. 0.010 -0.220** 0.042
Tasmania
(0.075) (0.081) (0.107)
. 0.195* 0.173 0.804***
Northern Territory
(0.094) (0.109) (0.120)
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Geographic mobility,

no job change

No geographic
mobility, job change

Geographic mobility
and job change

0.239*** 0.099 0.087
ACT
(0.073) (0.077) (0.115)
) ) 0.085* -0.068 0.146**
University
(0.033) (0.038) (0.051)
) 0.125** -0.0109 0.136*
Diploma
(0.041) (0.048) (0.062)
- 0.088** 0.032 0.099
Certificate
(0.034) (0.038) (0.052)
0.038 -0.043 -0.005
Year 12
(0.040) (0.044) (0.060)
Number of -0.0532%** -0.0258 -0.044*
bedrooms (0.013) (0.015) (0.019)
) -0.027*** -0.015*** -0.036***
Years at residence
(0.002) (0.002) (0.004)
Number Of persons 0004 0004 '0010
in the household (0.015) (0.016) (0.023)
0.020 0.058* 0.032
Male
(0.023) (0.027) (0.035)
N 0.007 0.090** 0.042
Health condition
(0.029) (0.030) (0.042)
Loca| area house 0009 '0002 0020**
value/100,000 (0.005) (0.006) (0.007)
SA4 unemp|0yment 0008 '0011 0009
rate (0.006) (0.006) (0.008)
Arrears in rent/ 00155 0.480*** 0.436***
mortgage (0.044) (0.041) (0.052)
Actual housing '0001 '0002 '0.007**
cost/100 (monthly) (0.001) (0.001) (0.002)
Commute Ume per 0.009*** 0.017*** 0007
week (0.003) (0.003) (0.004)
-2.266*** -2.039*** -3.330***
Constant
(0.099) (0.107) (0.156)
Observations 64,896 64,896 64,896

Note: Standard errors in parentheses. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *,

** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Table A11l: Labour market transitions from unemployment—regression results

Unemployed NLF Underemployed
-0.069 0.011 -0.036
LVR <0.5
(0.179) (0.163) (0.172)
-0.154 -0.033 -0.235
LVR >=0.5 & <0.8
(0.250) (0.210) (0.226)
-0.177 0.252 -0.153
LVR >=0.8
(0.307) (0.267) (0.296)
] 0.305 0.197 0.108
Private renter
(0.180) (0.162) (0.171)
_ . 0.268 0.321 -0.056
Social housing
(0.203) (0.192) (0.215)
0.138 0.071 -0.198
Rent free
(0.246) (0.233) (0.262)
o -0.330 -0.310 -0.126
Couples with children
(0.212) (0.208) (0.222)
Couples with children < 4 -0.051 0.170 -0.003
years (0.167) (0.154) (0.174)
_ . -0.367" -0.240 -0.139
Couples without children
(0.159) (0.154) (0.166)
-0.230 -0.231 0.082
Lone parents
(0.208) (0.197) (0.213)
Lone parents with children -0.104 0.258 -0.212
<4 years (0.314) (0.287) (0.320)
) 0.233 0.231 0.338
Non-dependent child
(0.228) (0.233) (0.260)
. -0.087 -0.128 0.035
Other family member
(0.316) (0.301) (0.307)
-0.406 -0.369 -0.315
Unrelated
(0.288) (0.290) (0.336)
] -0.431" -0.293" -0.0754
Australian born
(0.134) (0.130) (0.141)
Overseas born (Eng. -0.231 -0.258 -0.119
speaking) (0.186) (0.177) (0.194)
Aboriginal and Torres Strait 0.451 0.221 0.290
Islander (0.251) (0.231) (0.273)
-0.554" -1.123™ -0.710™
Aged 25-34 years
(0.181) (0.164) (0.185)
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Unemployed NLF Underemployed
-0.346" -0.974™ -0.557"
Aged 35-44 years
(0.169) (0.154) (0.174)
-0.275 -0.717™ -0.285
Aged 45-54 years
(0.164) (0.152) (0.167)
0.151 0.123 0.222
Balance of NSW
(0.175) (0.176) (0.188)
-0.123 -0.053 0.003
Melbourne
(0.159) (0.157) (0.165)
-0.103 -0.069 -0.004
Balance of Victoria
(0.223) (0.205) (0.219)
) -0.231 -0.191 -0.254
Brisbane
(0.191) (0.277) (0.198)
-0.302 -0.009 -0.218
Balance of QId
(0.164) (0.168) (0.181)
-0.207 0.153 0.308
Adelaide
(0.221) (0.219) (0.221)
-0.037 0.328 0.259
Balance of SA
(0.303) (0.279) (0.325)
-0.364 -0.211 -0.187
Perth
(0.215) (0.220) (0.224)
-0.249 -0.240 -0.409
Balance of WA
(0.376) (0.341) (0.385)
) 0.420 0.451 0.157
Tasmania
(0.330) (0.255) (0.328)
) -0.281 -0.468 0.350
Northern Territory
(0.408) (0.505) (0.455)
-0.450 -0.742 -0.215
ACT
(0.501) (0.516) (0.408)
) ) -0.393" -0.479"™ -0.003
University
(0.144) (0.143) (0.149)
) -0.535" -0.518" -0.069
Diploma
(0.168) (0.163) (0.172)
-0.175 -0.302" 0.125
Certificate
(0.122) (0.114) (0.124)
-0.043 0.120 0.106
Year 12
(0.156) (0.141) (0.169)
-0.159" -0.080 -0.057
Number of bedrooms
(0.052) (0.053) (0.057)
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Unemployed NLF Underemployed
0.017* 0.013 -0.005
Years at address
(0.007) (0.007) (0.008)
0.077 0.135" 0.069
Number of persons
(0.051) (0.048) (0.055)
-0.170 -0.544™ -0.437™
Male
(0.103) (0.098) (0.105)
N 0.341™ 0.482™ -0.024
Health condition
(0.102) (0.0960) (0.110)
Imputed financial year -0.093" -0.114™ -0.071™
market income/ 10,000 (0.028) (0.025) (0.021)
Local area house value -0.053° -0.037 -0.008
SA3/100,000 (0.026) (0.024) (0.025)
0.003 -0.039 -0.044
SA4 unemployment rate
(0.024) (0.025) (0.027)
. 0.280" 0.074 0.043
Arrears in rent/ mortgage
(0.112) (0.116) (0.131)
Actual housing cost/100 -0.014 -0.011 -0.006
(monthly) (0.010) (0.008) (0.007)
-0.228" -0.126 -0.109
Individual move address
(0.109) (0.107) (0.118)
1.828™ 1.821™ 0.675
Constant
(0.402) (0.372) (0.403)
Observations 2,558 2,558 2,558

Note: Standard errors in parentheses. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *,

** and *** respectively.

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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Table A12: Labour market transitions from underemployment—regression results

Unemployed NLF Underemployed
-0.220 -0.029 -0.115
LVR <0.5
(0.159) (0.113) (0.090)
-0.137 -0.033 -0.338**
LVR >=0.5 & <0.8
(0.211) (0.148) (0.119)
-0.122 -0.122 -0.355*
LVR >=0.8
(0.252) (0.187) (0.153)
] -0.101 -0.085 -0.154
Private renter
(0.168) (0.123) (0.103)
_ . 0.210 0.178 -0.068
Social housing
(0.212) (0.175) (0.162)
-0.180 0.301 -0.164
Rent free
(0.299) (0.206) (0.179)
o -0.476" -0.213 -0.025
Couples with children
(0.225) (0.168) (0.141)
Couples with children < 4 0.098 0.174 -0.065
years (0.147) (0.104) (0.086)
_ . -0.128 -0.002 -0.087
Couples without children
(0.158) (0.123) (0.109)
0.105 0.060 0.245
Lone parents
(0.197) (0.158) (0.132)
Lone parents W|th -0.393 0.057 -0.179
children < 4 years (0.320) (0.251) (0.203)
) 0.444 0.182 0.195
Non-dependent child
(0.234) (0.208) (0.195)
. 0.165 -0.104 0.159
Other family member
(0.349) (0.285) (0.238)
Unrelated to others in -0.026 -0.086 0.136
household (0.347) (0.317) (0.241)
] -0.067 -0.228* -0.275%**
Australian born
(0.136) (0.099) (0.083)
Overseas born (Eng. -0.116 -0.296* -0.408***
speaking) (0.191) (0.142) (0.123)
Aboriginal and Torres -0.011 -0.399 -0.238
Strait Islander (0.264) (0.249) (0.191)
-0.178 -0.467*** -0.037
Aged 25-34 years
(0.158) (0.123) (0.116)
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Unemployed NLF Underemployed
-0.110 -0.604*** -0.008
Aged 35-44 years
(0.148) (0.116) (0.106)
-0.119 -0.451%** 0.149
Aged 45-54 years
(0.142) (0.106) (0.098)
-0.293 0.197 -0.0305
Balance of NSW
(0.190) (0.134) (0.1112)
0.105 0.120 0.000
Melbourne
(0.161) (0.124) (0.108)
-0.213 0.052 0.121
Balance of Victoria
(0.221) (0.153) (0.134)
-0.359 -0.229 -0.042
Brisbane
(0.206) (0.153) (0.119)
-0.105 0.132 0.079
Balance of QId
(0.181) (0.139) (0.113)
-0.240 -0.014 -0.052
Adelaide
(0.227) (0.175) (0.139)
-0.083 -0.038 0.074
Balance of SA
(0.263) (0.218) (0.179)
-0.034 0.052 -0.001
Perth
(0.232) (0.174) (0.143)
0.009 0.409 0.536*
Balance of WA
(0.316) (0.215) (0.243)
_ -0.500 -0.057 -0.066
Tasmania
(0.291) (0.212) (0.161)
0.276 -0.232 0.011
Northern Territory
(0.519) (0.397) (0.429)
0.289 0.249 0.001
ACT
(0.360) (0.304) (0.277)
. . -0.322" -0.138 -0.197*
University
(0.126) (0.099) (0.086)
) -0.340" -0.159 -0.217
Diploma
(0.1712) (0.120) (0.112)
-0.283" -0.183 -0.094
Certificate
(0.112) (0.094) (0.078)
-0.242 -0.111 -0.097
Year 12
(0.137) (0.112) (0.094)
-0.044 -0.046 -0.046
Number of bedrooms
(0.052) (0.040) (0.034)
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Unemployed NLF Underemployed

-0.021™ -0.002 0.006
Years at address
(0.007) (0.005) (0.004)
0.053 0.065 -0.003
Number of persons
(0.056) (0.043) (0.033)
0.184 -0.232** -0.109
Male
(0.094) (0.080) (0.070)
N 0.197" 0.472%** 0.074
Health condition
(0.097) (0.073) (0.065)
Imputed financial year -0.115™ -0.127%x* -0.070***
market income/ 10,000 (0.026) (0.022) (0.014)
Local area house value -0.039 0.012 -0.023
SA3/100,000 (0.022) (0.014) (0.012)
0.012 0.001 0.0015
SA4 unemployment rate
(0.021) (0.018) (0.015)
. 0.552"™ 0.237* 0.135
Arrears in rent/ mortgage
(0.119) (0.100) (0.045)
) -0.015 -0.005 -0.002
Housing costs/100
(0.009) (0.005) (0.004)
o 0.329" 0.308*** -0.127
Individual move
(0.107) (0.089) (0.072)
-0.474 -0.341 0.954***
Constant
(0.399) (0.301) (0.255)
Observations 5,773 5,773 5,773

Note: Standard errors in parentheses. Statistical significance at the 5, 2.5 and 1 per cent levels are indicated by *,
** and *** respectively

Source: Estimates are based on authors’ own calculations using waves 1 to 14 of HILDA.
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