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On the falling rate of home ownership in New Zealad

Philip S. Morrison

Executive Summary

The year 2006 marked the third successive New Adatansus in which rates of home
ownership have fallen: 72.4 percent of all privaigellings were owned by their
occupants in 1991, 70.7 percent in 1996, 67.8 Bl2dhd 66.9 in 2006. In 1936 half
of all households owned their own dwellings. Fiftgars later in 1986 almost three
quarters of households were owners. A further 2&rsy@n and this proportion had
dropped back to the fraction prevailing in the m850s.

Although comparatively late in analyzing tenure rop New Zealand is now asking
the two questions which have dominated the tenelmi@ in Australia, UK, Canada
and USA: is the recent decline in home ownershierananent/structural shift towards
a new tenure mix or is it merely a deferral of fiage by a new generation of buyers
whose associated decisions — on marriage, finalegegualifications and fulltime job
entry — are also being taken later in life?

This report traces the changing level and distioubf home ownership by the age of
household reference person over the last four Nealand censuses: 1991, 1996, 2001
and 2006. It does so by using a grouped logit mtmstatistically estimate the way
the probability of ownership changes by age, actosgsehold types and income
quartiles as well as by housing type and location.

Rather than relying on single point estimates wegy aur estimates based on the
assumptions we make about the tenure distributidheofive percent or so who do not
respond to the housing tenure question in the sen®u the basis of these assumptions
we estimate both upper and lower bounds to thegibty of ownership.

The decline in the probability of home ownership New Zealand has been
accompanied by a marked redistribution of housiqgitg across the age groups,
income groups and above all, household type (to ridative disadvantage of
individuals without partners and with children).The likelihood of gaining home
ownership has diminished considerably faster foe §oung and single parent
households and those on relatively low incomes thag have for the population as a
whole.

The research also uncovers a change in the cleseiason between housing type,
location and tenure in New Zealand. Historicallgnure has been closely associated
with particular forms of housing consumption and lifiestyle options that accompany
ownership. These are now being challenged; idstéawnership being sought as a
route to lifestyle, we infer that many more houspgchase decisions are being made



in order to purchase an asset rather than simplgurchase a stream of housing
services as a consumer. This in turn is changmegrelationship between tenure,
housing type and location.

It would appear from the evidence that more andenfmuseholds are attempting to
compensate for the rising cost of ownership by si@ming ownership status to
dwellings in multiunit properties, traditionally géhpreserve of renters. This trend has
been particularly marked in the 2001-2006 period aspecially so outside the main
urban areas. An initial (but tentative) infereme¢hat many such households have also
sought to trade off commuting against ownershigarimg the short(er) term cost of
additional travel to work in an attempt to build lopg term wealth through ownership.

A less widely considered feature of this respomsevinership constraint concerns the
societal costs of what may be individually ratiodatisions. An important question to
ask from here on concerns the social, economiclogioal and sustainability
implications of the adaptions certain householdy b making in order to secure
property ownership per se.

The above results reflect the main source of dateently available for tenure research
in New Zealand, that is the cross sections from dhaquennial census. Late to
address the issue of falling home ownership, Newlafel has also been slow to
develop the longitudinal data sets necessary tg fuiderstand the changing nature of
the contemporary housing career and the new faanitiyrelationship contexts in which
tenure decisions are now being made.

Many of the conclusions we draw about falling hoomenership in this research come
from comparing ownership by age cross-sectionssacsniccessive censuses. If not
interpreted carefully these differences can leadnisleading inferences about the
investment and consumption decisions householdsltmake over their life time.
In general we try to avoid drawing conclusions freensus snap shots in order to
characterise contemporary housing careers. Insiaagection 5 of the report, we
combine the four cross sectional census files mtguasi-panel data set in order to
analyse what are called ‘synthetic cohorts’.

Analysis of these synthetic cohorts confirms thecsagsive fall in ownership over time
but also supports the thesis that younger houdsharke delaying the transition from
renting to owning until later in life. There arense caveats, however. For example we
have limited ability to hold the size of the cofsoconstant and are also unable to
confirm the age stability of the household refeeepersons especially when changes in
household composition is itself one of the reaséms tenure change. While
acknowledged, there is little direct evidence ty Hzat these uncontrolled features
undermine our central thesis.

Policy implications must necessarily be tentativweg the preliminary nature of the
empirical analysis presented here and the absenbew Zealand longitudinal data
sets of sufficient vintage to comprehensively modeknging tenure decisions.



Nevertheless, several suggestions are made, cgviienredistribution of wealth from
young to older households, the behavioural consespseof delayed and possibly non-
entry into ownership, consequences for pressurth@mental stock together with the
geographical consequences that occur when househmddify settlement decisions in
the light of the differential cost of home ownegshcross the country.



On the falling rate of home ownership in
New Zealand

Philip S. Morrison

Home ownership seems to be a national obsessi@ryliady asks, “Are
you buying or renting?” Sadly, we are renting, whiés a bit like
admitting you pull the heads off budgies.

Stefan Herrick. “Culture ShockThe Dominion Postlune 18, 2005

SECTION 1. INTRODUCTION

The year 2006 marked the third successive censuhkigh rates of home ownership have
fallen in New Zealand. Over the last fifteen yedues proportion of households living in
the dwellings they own fell from 72.4 accordingth® census to 66.9 percent marking
the longest sustained drop in home ownership incthentry’s history. While other
countries have seen either stable or rising ratesvaership over the last decade, New
Zealand households have witnessed a marked decltheir propensity to own.

Home ownership remains an integral, and possthl central component of New
Zealand culture. Access to property, privacy security and a wealth generating asset
around which to raise a family has been a primeivaton for immigration since
Europeans began settling in numbers in the eargteenth century. Promoted and
sanctified by political parties of all hues, homenership continues to be seen as central
to both political and social stability.Not surprisingly, falling rates of home owneshi
and the affordability issues surrounding tenure aaguming central stage in both main
party agendas leading into the next New Zealanérmgéelection in late 2008.

The growing concern is reflected in the number wfdies that have been devoted
specifically to housing tenure in New Zealand ovee last decade. They include
commissioned reports (DTZ, 2005; Jameson & Nan@42Blitchell, O'Malley, Murphy,

& Duncan, 2007), papers in academic journals (Bsse, 2000; Cochrane & Poot, 2007,
Davidson, 1999; Hargreaves, 2003; Murphy, 2000;a$tuBadcock, Clapham, &

Fitzgerald, 2004) as well as reports issued by peddent research groups (Skilling,
2004, 2005; Smith & Robinson, 2005).

These studies in turn have built on a number ofiegacontributions addressing to
housing tenure in New Zealand (Chapman, 1981; Dai®g0, 1981, 1982, 1984,

! For a recent position statement on the role of éx@wnership in New Zealand see Skilling (Skilling,
2004)



Dupuis, 1991; Thorns, 1989, 1993, 2000) togethéh & number of university theses

(Carne, 2004; Findsen, 2005; Sandbrook, 1999). t&here question has also featured
in the submissions currently before the Parliamgntelect Committee on Housing

Affordability (http://www.parliament.nz/en-NZ/SCF)

Levels of home ownership have ramifications in anbar of areas including wealth
distribution, savings and retirement provision @nd these areas that have received the
bulk of attention from government (Briggs, 2006;usdmg_New_Zealand_Corporation,
2004; Scobie, Gibson, & Le, 2005; Scobie, Le, &%si, 2007). Concern for the falling
rate of home ownership per se appears limited. eUtite current New Zealand Housing
Strategy (Housing_New_Zealand_Corporation, 2005) tipresent Labour led
government’s emphasis, “remains on assisting tlatbe margins of home ownership
rather than attempting to reverse the downwardimmeah the homeownership rate”
(Stuart, Badcock, Clapham, & Fitzgerald, 2004 p.*10

Notwithstanding this policy position there is groggiconcern and recognition that falling
rates of home ownership have not been accompanjethéd research equal to the
responses expected from government in severalaygarin this respect the country has
been caught short, for not only is “the amount e$search around tenure choice
undertaken in New Zealand at once very limited amidof date” (DTZ, 2005 p. 60), but
“there is a paucity of research in New Zealand @texdnine the relative importance of
various factors and so it is difficult to make arcarate assessment of the drivers of the
decline” (Stuart, Badcock, Clapham, & Fitzgeral@02 p. 9). Certainly New Zealand
has seen little of the sustained research intoréeolioice issues which characterise the
international literature, despite the encouragerpeoffered in early scoping documents
(Jameson & Nana, 2004).

1.1 Aim and outline

The aim of this report is to describe the pattdrpresent of home ownership decline in
New Zealand, mainly by relating recent tenure shdftross the age groups by type of
household and income quartile but also by sugggstiat attaining ownership may have
become increasingly contingent upon access to thgelype and locatiofi.

Behind the aggregate statistics lie a number ofencomplex stories. A number of these
have to do with definitions (whose ownership?),uangnts (whose age?) and with
measurement error (who responds to the tenureign@st Answers to these questions
impose limits on the inferences we can reliablywdfeom census data and what we can
reliably infer about change when comparing sudeessensuses.

2 Search using ‘Housing Affordability’.

3 A minor exception is a small pilot scheme desigteitisure mortgages taken by low/modest incons fir
time buyers meeting lower deposit provisions.

* The request for this report was to update thdezamhalysis of tenure change 1991 to 2001 (Momiso
2005). Apart from the addition of 2006 census ¢sumo change in data specification was requested fr
that earlier study.
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The report is in six sections and an appendix. fireg Section 1,continues here witha
brief historical overview of home ownership trendsNew Zealand followed by a brief
review of the way the tenure change debate has dm®reptualized in the international
literature.

Section 2examines the relationship between the likelihobdvaning and the age of the
household and the way the distribution of ownerdlyimge has changed over the 15 year
period, 1991 through 2006.

Section 3considers the changing influence of householdbatis on tenure, especially

the sensitivity of ownership to the presence ofaaner as well as children and their
vulnerably to the aggregate fall in ownership rateBhe influence of both is moderated
by income and we show how it is the low incomedatwlds who have experienced the
most marked reductions in ownership capability dlerperiod.

Section 4introduces the role of housing type and settlenreninderstanding ownership
change. An argument is developed in which dwgllownership per se becomes
relatively more important for its own sake as mgsimousing prices lead to a rise in the
supply of owner occupied dwellings in the multiumarket and an increase in the
propensity to trade location against tenure ingihest for a wealth generating asset.

Section 5draws attention to the limitations in drawing igfieces from cross sectional
relationships between ownership and age. In @mgitto address a number of these we
construct synthetic cohorts using the age of thasébold reference person. We
undertake a number of statistical tests concerposjponement of ownership decisions
and the scope of subsequent catch-up in ownersitgs.r The methodological issues
surrounding the conclusions are given special tten

Section 6concludes the report by placing the above re$oitdew Zealand in a wider
international debate over the falling rates of howm&nership. Several policy
implications are suggested.

Appendix 1 is devoted to a number of the measurement issuesousding
homeownership decline in New Zealantt. considers the concept oftenure’ and the
different ways in which it can be measured. Thegary changes to the census dwelling
guestionnaire in 2001 and 2006 are outlined indgdhe introduction of the Family
Trust question. Noall census respondents complete the tenure questiocessfully
which introduces bias into the estimates we malaualvho owns. In an attempt to
accommodate this feature of the data we descrieentbthod we use for identifying
upper and lower bounds to the probability of owning

1.2 Contribution
The following study contributes to the debate dwausing policy in New Zealand in four

different ways. Firstly, it shows quite clearhetwidespread decline in homeownership
by age group by household type and income.
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Secondly, the report takes a modelling approactiefuicting the relationship between
homeownership and the above attributes of housshsmdthat a number of hypotheses
about their successive cross sectional relatiossioifiousing tenure can be quantified in
a multivariate framework.

Thirdly, the report suggests how housing type aettlesnent may be having an
increasing influence on tenure choice decisionsianglays which expand the possible
range of effects resulting from falling rates ohfeownership — to include environmental
considerations for example.

Fourthly, the report generates and then traceshieging likelihood of ownership by
synthetic cohorts based on the birth year of thesbbold reference person. By tracking
changes in the home ownership rate as cohorts agegevable to partially address one of
the main criticisms levelled at simply comparing®essive cross sections. We draw a
number of tentative conclusions about the way tloeing in New Zealand have
postponed ownership decisions and their subsedeegnh-up’ behaviour.

In light of this census evidence we raise a nundfefurther questions which New
Zealand researchers will soon be able to testh WWe SOFIE panel data available from
its initial wave in 2002 it will not be long befosmme of the insights generated by the
Household Income and Labour Dynamics in Australievesy (HILDA) and the British
Household Panel Survey and others can be testedeiNew Zealand conteXtThe
descriptive background in this report might therefbe viewed as an empirical prelude
to a more sophisticated modeling exercise in whigpropriate theory is brought to bear
on unit record data from a New Zealand survey that trands/iduals housing and
related experiences over tinfe.

1.3 Historical overview

At the turn of this millennium David Thorns couldite that, “New Zealand is a country
which has high rates of owner occupation, over &@gnt in the 1990s, and low levels of
state rental housing (under 5 per cent). Much tatespolicy has been directed
historically to encouraging the growth of the owoecupied sector with a variety of
programmes to assist low and modest income famihé&s their first house” (D.C.
Thorns, 2000 p.129).

Until the 1930s the majority of households enunestah New Zealand were living in
someone else’s dwelling. Not until the 1936 censwuld half the country’s

® These insights include recognising the importaoterior events in the decision to own (including
marriage, children) as well as the distributiortted lags involved. They also highlight the impaga of
‘surprises’, unexpected life events which can leadapid changes in household composition and &nur
change. Few if any of these temporal sequencebe@entified using cross-sectional data.

® Indeed, since these words were written a spedifitative addressing a number of homeownership
guestions has received Marsden funding, (Grimefim@h, & Kim, 2007). Details of the Survey of
Family, Income and Employment (SOFIE) may be fouimd http://www.stats.govt.nz/additional-
information/survey-of-family-income-employment/defightm (Statistics New_Zealand, 2006)
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households (50.2 %) report ownership of their usesidence; see Figure 1 and Table 1.
The decade following the Second World War graduailgt the pent up demand for
marriage, babies and homes, the combined forcenafwed to a steady growth in home
ownership (Pool, Dharmalingam, & Sceats, 2007).hWitfifteen years an additional
twenty percent of a rapidly rising number of housdh had become home ownéras
Murphy observed, “the expansion of home ownersbigQ percent of the stock meant
that the goal of creating a home owning democraaylargely been achieved” (Murphy,
2000 p. 395) and the state’s role in assisting aevlow income buyers through cheaper
mortgage finance diminished accordingly.

With the end of the baby boom, home ownership rst&silised at just under 70% of all
households. However, after peaking at 73.7 periceh986 the homeownership rate fell
steadily and, by the last census of 2006, hadrfaib a rate of 66.9 percent (depending
upon how the rate is calculated, see AppendixPipjections have homeownership rates
falling a further five percentage points to 61.8tigh to 2016 (DTZ New Zealand, 2007;
Stuart, Badcock, Clapham, & Fitzgerald, 2004).

In 2003 Hargreaves drew attention to the way Newlate has slipped down the

European Union rankings to just within the top A6ting that the leaders Singapore had
90 percent homeownership, Taiwan (85 percent) gainS80 percent) and Ireland (79
percent) (Haffner & Dol, 2000; Hargreaves, 200308.9. By 2006, using another

estimate of 67.8 percent New Zealand appearec!‘lpegged’ with homeownership

rates in Britain and the United States (68 percant) a little lower than Australia (71

percent), well ahead of Germany (40 percent) bainokIreland (80 percent) (Grimes,

Stillman, & Kim, 2007)’

The two striking features of the international camgons are their variability from
source to source and their tendency to change frear to year. The New Zealand
Treasury for example have suggested that New Zeédlameownership rates in 2000-
2002 were actually lower than comparable count(fesobie, Gibson, & Le, 2005;
Scobie, Le, & Gibson, 2007).

None of the New Zealand studies appear to haveelgladmpared rates ahangein
home ownership rates across countries over thetMastdecades. In aggregate terms,
New Zealand would appear to be unusual in not hgldiomeownership levels at the
levels reached in the late 1980s. At the same,tiime aggregate homeownership rate
may not be a very helpful statistic either in trecchanges within a country or in making
inter-country comparisons. Even when an aggregagels found to be stable, there was,
as Yates found for Australia, “a distinct changéxame-ownership propensities which is

" For a detailed history of New Zealand housing veittecial attention to the state sector, see (Fergus
1994). and also (Davidson, 1994)

8 For a graphical summary of change in tenure lefeglSweden, UK, Australia, Canada and New Zealand
between 1915 and 1975 see (Bourne, 1981), FigGre8ew Zealand’s tenure growth experience over thi
period would appear to be closest to that of Alistend the USA.

® The Dominion Post September 11, 2007.
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neither uniform across age-groups, nor uniformdifierent household types with both
the same and with different levels of income” (ie6a2000).

Figure 1. The proportion of private permanent dwelings occupied by their owners
in New Zealand 1936-2006
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Table 1. The distribution of households over dwalhg tenure categories in New
Zealand, 1936-2006

a b c d e f g h i j Kk | m_|n
Census | Renting [ Free | Owned | Buying | Buying |Unsp| Owned Family Not Total Owner | Proporti Source
Year |or leasing| dwelling | without | with with flat | ecifie| without Trusts | specified occupied| on
provided |payment| table |mortgage| d | mortgage Owner
with job | (free not| mortgag mortg Occupie
with job) e age d
rates

1936 135194 37184 57618 54495 63651 1763 349,905 | 175,764 | 0.502 |OYB 1950: 440
1945 |142,717| 24,690 | 6,475 | 72,217 | 54,265 102,358 612 403,334 | 228,840 [ 0.567 |OYB 1950: 440
1951 |148,679]| 31,502 | 9,122 | 94,625 | 56,296 | 279 | 150,985 2,524 | 494,012 [302,185| 0.612 |OYB 1961: 553
1956 | 144,721 34,270 | 9,224 |130,947| 72,760 | 553 | 168,383 2,194 | 563,052 [ 372,643 | 0.662 |OYB 1966: 544
1961 | 153,728 | 34,087 | 8,586 |166,636| 86,359 | 433 | 181,793 2,085 | 633,707 | 435,221 | 0.687 |OYB 1966: 544
1966 | 177,429 35,387 | 7,919 |213,807] 80,885 | 226 | 197,085 3,366 | 716,104 [ 492,003 | 0.687 |OYB 1971: 549
1971 | 206,465 | 34,683 | 13,171 329,733 212,374 5,260 | 801,686 | 542,107 | 0.676 |OYB 1981: 496
1976 | 248,356 | 22,678 | 8,649 387,078 253,567 2,929 | 923,257 | 640,645 | 0.694 |OYB 1981: 496
1981 | 253,389 33,528 423,459 287,343 5,388 1,003,107 710,802 | 0.709 |OYB 1989: 169
1986 | 249,894 30,585 446,253 339,420 11,853 |1,078,005| 785,673 | 0.729 [OYB 1989: 169
1991 | 267,345 39,804 456,447 396,042 18,024 |1,177,662| 852,489 | 0.724 [OYB 1997: 128
1996 | 290,124 66,939 466,683 394,074 50,271 11,268,091| 860,757 [ 0.679 |SNZ web site
2001 | 358,890 53,307 455,109 413,550 63,411 1,344,267 868,659 [ 0.646 |SNZ web site
2006 | 388,272 63,690 431,796 312,159 | 167,922 | 90,336 |1,454,175[ 911,877 | 0.627 |SNZ web site

Notes:  k =sum b through j
| = sum e through i
m = I/k

Source Official Year Books and SNZ web site.
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Stable aggregates in the presence of highly urestedies for subpopulations implies
significant redistribution and it is therefore helpto ask exactly when falling home
ownership is a problem and when it is not. Tolds tve need to briefly review how the
falling rates of home ownership have been addresstx international literature.

1.4 Conceptualising ownership decline

The anxiety surrounding the fall in home ownerdfaif@s might lead some to assume that
New Zealand’s recent housing market experiencenigug. This is highly unlikely for
there is growing evidence going back at least tliteeades of a shift in allocation of
households across the tenure categories, certankustralia (Yates, 2000, 2002),
Canada (Skaburskis, 2002), the U.S.A. (Greulichigley, & Raphael, 2004) and the
U.K. (Holmans, 1996, 2001). The relevance of #reute experience in these countries
may not have received the attention it deservé®eiww Zealand because the similarities in
their underlying processes have been hidden unmgarantly stable aggregate rates of
home ownership. In each case, however, the mavieoifdarge cohorts of household
into older age groups with high rates of ownershgve been counter-balanced by a
reduced ability of younger households to securearsinp, a redistribution which leaves
the aggregate homeownership rate largely unalt¢¥edes, 2000° With respect to the
U.S.A. for example, Myers refers to the ‘stagnammbeownership rate and the apparent
paradox of declining ownership rates among youngsabolds in contrast to rising
ownership among the elderly” (Myers, 1999, p. 474).

The movement of large cohorts of baby boomers tineomiddle age groups with high
ownership rates is relatively well documented. &p thowever, is the sustained demand
for ownership as households age (Venti & Wise, 198he more novel evidence
addresses the proposition that homeownership aaéedeclining among the young. As
one housing expert observes, *“older and youngeont® are active in one housing
market at the same time. It is often difficultkioow if the behaviour of younger cohorts
is just a function of their early stage in the ldgcle or whether it is fundamentally
different from the behaviour of previous cohortatthave now aged” (Dieleman, 2001).

Although both these features of the market have logscussed for some time what still
remains unclear are the drivers, in particular degree to which homeownership is
simply beingpostponedby new generations of potential buyers or whethery are
facing astructural shift in the housing market.

The conceptual basis for the analysis of tenuréceh@mains the concept of the housing
career — the set of steps individuals take over iife time to secure accommodation
appropriate to their changing needs. The housingecgerspective sees change of tenure
as part of an on-going household adjustment procesghe concept, as represented
schematically in Figure 2, has income and housixygeediture varying over the age
domain in response to certain key events assocwitbdcareer relationships, parenting
and lifestyle.

19 The relative importance of these age specific shgfdiscussed in the decomposition literature ottt
heading of endowment vs composition effects (J &,82600)
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Figure 2. Housing careers: traditional and contemprary

a. Traditional housing career
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Source: Adapted from Flatau, Henderschott, Watsahvdood, 2004

What has complicated our interpretation of tremdsiome ownership over the last few
decades is that the traditional housing careerctigin Figure 2a is being replaced by a
delayed and more highly variable entry into (and f#8m) home ownership represented
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schematically in Figure 2b. The contemporary hogisiareer is associated with greater
uncertainty and more frequent switching betweeniresy housing demands on income
assume a different temporary pattern and shifthén‘marriage’ and ‘partner’ market
alter household formation rates. The changing nfixdifferent types of household
generates more frequent and non sequential cham¢gsure.

As the evidence in support of the contemporary imgusareer built up so there began a
more careful scrutiny of the role tenure choiceypthas an adjustment mechanism (see
for example Clark, Deurloo, & Dieleman, 1994). Thegitudinal perspective on tenure
change allows explicit recognition of past eventagged responses and ‘surprises’ in
understanding the tenure decision (as highlightadekample by loannides & Kan,
1996). Specific events like partnering, break-@wsl spells of unemployment for
example have been shown to precipitate tenureiti@mg$Ermisch & Di Salvo, 1996).

Of particular concern in most societies is the appadiminution of the ability of the

young to purchase (Haurin, Hendershott, & Kim, 1,994urin, Hendershott, & Wacher,

1997; Haurin, Hendershott, & Wachter, 1996). Dwdi in purchasing by young buyers
was noticed in the UK in the early 1990s (Holmat@96), in the USA (Myers, 1999;

Myers & Wolch, 1995) and is one of the importanivelrs of research in Australia
(Flatau, Hendershott, Watson, & Wood, 2004).

There have been several attempts to estimate thieel@ ownership among young, first

time buyers (Holmans, 2001) but this is a more darated issue than often admitted.

For one thing the decision to purchase is precégedl series of steps each of which can
be accelerated or retarded by the state of theifgpusarket. Moreover there are a

number of important links between youth labour,cadiwn and housing markets and it is
the joint transition decisions involved in all teesiarkets that increasingly need to be
considered (McElroy, 1985).

Many of these joint or inter-market relationshipse anow receiving attention. The
relationship between the entry of the young inte bousing market and the housing
price cycle is one example (Ortalo-Magne & Rad399). The simultaneous nature of
both household formation and tenure choice as bBas documented for young Swedish
adults (Asberg, 1999) as well as in the USA (Hesluett, 1987) is another. Several of
these decisions, especially those involving leavihg parental home, have been shown
to be heavily influenced by the cost of housingnfisch, 1999; Giannelli & Monfardini,
2003; Haurin, Hendershott, & Kim, 1992). It is moinply that housing demand reflects
household formation but household formation carabeelerated or delayed depending
upon the relative costs of staying or living in tfemily home or even changing
residence. It is the endogeneity in these relaligps that challenges contemporary
research into tenure change.

The decision to leave the parental home togethtr thve decision to work, to study and
to form partnerships all have a bearing on the remand type) of households coming
through to potential ownership. Indeed, the steddthaos’ that characterises the labour
market among the youth (e.g. Blanchflower, 1996)paralleled by similar degrees of
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churning, indecision and backtracking characterisfi the housing and ‘partnership’
markets (Giannelli & Monfardini, 2003). Among tlgeung all three — housing, labour
and partnership ‘markets’ - are to a large degrgeerimentations and it is this very
simultaneity characteristic of a highly volatilerjpel in people’s lives that has thrown a
spotlight on the methods used to model the tedecgsion.

Methods

Much of the methodological debate surrounding ‘tenchoice’ centres on the need to
recognise its inherently temporal nature. The kegthodological points are most
apparent when inferences possible from cross-sedtidata are compared with those
from longitudinal or housing career data. The pt& for bias in longitudinal inferences
derived from cross-sectional estimates has long lbeeognised and is one of the main
drivers behind alternative methods (Pitkin & Myet894). As Borsch-Supan has written,
“Housing choices have almost exclusively been amalyeither using survey data
gathered at a specific point in time or by usimgetiseries of aggregate data. Panel data
permits use of both time-series and cross-sectimaaiation, thereby providing a
substantially superior identification and separatiof the various economic and
demographic mechanisms underlying housing choichadeur which are often
confounded in the snapshot analysis of cross-sedtidata and by aggregation in time-
series analysis” (Borsch-Supan, 1990).

The methodological issues play an important rolahis report and in contemporary
tenure research within New Zealand in general.lyPant order to make these issues
explicit sections 2, 3 and 4 of this report arsdzthon comparing cross-sections from the
four successive censuses, whereas section 5 takegpécitly longitudinal approach by
explicitly linking the four cross-sections. Mosephisticated applications drawing on
longitudinal or panel data are discussed as exipssi

New Zealand researchers into tenure decisions baea forced to draw heavily on
cross-sectional or snap shot (usually census) ldegaly because of the lack of suitable
panel data. Almost all commissioned studies onéhomnership trends in New Zealand
have employed cross sectional estimates, primfaip the census. While section 5 of
this report offers a partial solution to this prainl by constructing synthetic cohorts there
remain limits to the method and the robustnesbh@gvidence.

In summary, concern over the falling rate of homeesship internationally has been
focussed primarily on the behaviour of the younglthough there have been major
studies of ‘downsizing’ and other forms of the tenwchange that occurs as older
households age (Venti & Wise, 1987). Although d®nn aggregate homeownership
rates appear noticeably different in New Zealaride fact is that the young in New
Zealand have been experiencing very similar deslime home ownership to their
counterparts in Australia, the U.K., U.S.A. and @@am Remarkably, apart from a study
of homeowner aspirations (DTZ, 2005), there has lveey little empirically based work

on similar tenure issues in New Zealand. As alteswr ability to identify the

magnitude, the dynamics of tenure choice and tterdifitiate, for example, between
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permanent and temporary (deferred) ownership aewssis limited. Not surprisingly,
contemporary policy makers suddenly find they haveery thin evidence base from
which to work™

SECTION 2. THE CHANGING PROBABILITY OF HOME OWNERSH IP
BY AGE

Of all the issues under which falling rates of homeership are discussed, probably the
most significant is the apparently unequal accdsyoong and older households to
owner- occupied housingFigure 3 draws on the published census data to sioowthe
proportion of households owning their usual resi@dechanges with the age of the
household reference person in each of the fouruseysars. The reference person is the
person who completes the census form on behalieohbusehold and can be anyone
elected by the househald.

There are a number of respondents who for varieasans are unable to answer the
tenure question and end up being coded as Not B&ewncluded (NEI) on the tenure

variable. This group, which makes up about fivecpst of the household census,

varies demographically and in terms of socio-ecangmosition; most are renters for

example. The proportion of NEI also varies frone @ensus to another and has grown
as a proportion through to 2006 (see Appendix 1).

The variable presence of the NEI requires that fiexr two estimates of the proportion

owning, an upper and a lower bound. The formerisulated as the number of owners
(including those in family trusts) divided by alvoers and renters o/(o+r) which we
refer to as p The lower bound o/ (0 + r + a) we call prhe upper bound assumes
that NEI respondents (a) are distributed in exattiy same way across the tenure
categories as non NEI respondents, and the lowend@ssumes that all NEI are

renters. The true rate lies between the two. RAdigktussion is given in Appendix 1.

2.1 Tenure and age

The prevailing cross sectional pattern of home aglrip in New Zealand is one in
which the probability of owning rises at a diminrgdy rate with age, from around 20
percent of 20-25 year olds through to about 80edrof those households in their 40s
after which the growth in ownership with age is imgéower. Figure 3 is plotted directly
from the proportions of owners in each age grolipese empirical probabilities suggest
that in all except the 2006 census householdseir #0s and 80s had lower rates of

1 At the time of writing a House Price Unit operafssm within the Department of Prime Minister and
Cabinet (DPMC) focussed among other things on sigwiousing price increases, lessening their viiatil
and managing their impacts.

12 Analysis of who was actually chosen as the refsrgrerson was undertaken in a previous study and th
vast majority of two adult or more cases were thatamale (Morrison, 2005)
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ownership than those in their 68s.The differential diminishes with each successive
census’

Figure 3. The proportion of home owners by age dhe household reference
person 1991 to 2006. Upper bound (p
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Source Statistics New Zealand. Special tabulations frtra
1991, 1996, 2001 and 2006 censuses of populatidarllings.

The cross-sectional relationship between the prbtyabf ownership and age of the
household reference person can be modeled sugcinoth the data by regressing the

log of the odds in favour of ownership (the deperdeariable) on age as a quadratic
function.

13 One cannot infer from such cross sections thateoship falls as people get older, indeed there is
considerable evidence from longitudinal surveythtocontrary. The declining rates apparent atrodde

in cross sectional evidence is most likely drivgrsblection bias resulting from differential moitiarates

- the fact that that owners, usually the richeudeholds, live longer - a feature pointed out®lyofrocks,
1975) and noted in (Crossley & Ostrovsky, 2003)he bias is augmented in the 2006 case by therlarg
than usual proportion of older residents who didt mespond to the question and they were
disproportionately renters. There are in otherdsat least two sources of selection bias invohere.

4 The age of the household reference person excliiies reference persons who were not usually
resident in the household. Just the upper boutmh@es are presented in this initial illustration.
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1) log (p/1-p) = +Prage P, agé +¢

The term p is the proportion of households ownimgrtown dwelling and age is the
mid point of the five year age range of the housheference person®

The data on which Figure 3 and subsequent anaiysimsed is a seven-way Cross-
tabulation from the last four censuses of populand dwellings, that is 1991, 1996,
2001 and 2006. Variables include the tenure afskbold (5 categories) x age of the
reference person (14) x household type (5) x incqoeatiles (5) x dwelling type (3) x
location (6) x census year (4). The result isassitabulation with 126, 000 cells (5 x 14
X5X5x3x6x4).

The seven-way table was subsequently converteduth eelational table in which each
cell became a row and each variable a column. ddta matrix in this form was
submitted to the grouped logit regression the tesaflwhich we report below. Only the
rows (cells) containing at least 6 households aszli(the count being randomly rounded
to base 3). The exclusion of cells with fewer tls&nhouseholds substantially reduces
rows (observations) to those reported in each ssge below. Each variable, their
categories and their counts are described as tieantaoduced into the model.

To illustrate the method, the age quadratic modes fitted to responses to the tenure
guestion by those living in a subset of settlementside both the main and secondary
centres in 1991. Over 70 percent of the variamcéhe log of the odds ratio was
accounted for simply by the two age terms and netithighly significant coefficients
for both age and age squared as shown in equatfiost&istics in brackets).

(2) log (p/1-p) = -4.98 +-0.242 age + -.004@%a; N=492
(-18.28) (20.0)  (-15.1)

A clearer idea of the nature of the fit can be wigd from Figure 4. For the purpose of
illustration we have represented the number of esvite each cell of our seven way
cross tabulation as a circle which can be thouglaisca weight based on the cell size.
The circle is drawn proportionately to number afueed households in each of the 492
cells included here (those who are owners or repteiSo for example, in the case of
our ‘85 year old’ category (those over 80 years thé top right hand of the Figure 3)
there is one cell in the cross tabulation whichtams a reasonably large number of
such households which overlaps a number of cetls suiccessively smaller counts.

The line fitted through the weighted points repntésd by the circles in Figure 4 is the
probability of ownership post-estimated from thigefi equation above (1). Again, just
the upper bound is shown for a very similar gragsults when applied to the lower

15 Mid points of the age categories are used t@ma a continuous variable with the mid pointhof t
open ended category, those over 80, set at 85silMdisges are imputed by Statistics New Zealarghes
of their routine processing and there are therefioréther’ (age) categories are identified asehae for

the other variables introduced below.
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bound. The line itself is a median splifie. The parameters from the grouped logit
model employed here are estimated via weightedt legeares so the estimated
probabilities of ownership for any age reflects there heavily weighted cells (the
larger circles in Figure 4). The 95 percent agrice bands hug the line quite tightly
as would be inferred from the fit of equation 2o0a. We use such median splines in
the graphs throughout this report but Figure 4 issaful reminder that thegre
estimates and there will always be a range of gntibas of ownership associated with
any age band.

Figure 4. The estimated probability of home owrrship by age of household
reference person (upper bound, p. Fitted to settlements beyond the main
and secondary centres (the Rest of New Zealand) 1991
Circles are proportional to the number of ownetspenters in
each age group in 1991.
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2.2 Upper and lower bounds of ownership

Applying the age quadratic model of equation Ih@full set of households from each
successive census year yields the coefficients showTable 2. The coefficient of

determination remain reasonably stable across dhe years and the confidence
intervals retain a similar interval. Table 2 jpsésents results for the upper boung (p
for those of the lower bound are very similar.

Table 2 shows how the coefficient on age rise betwE91 and 2006 and how the
negative coefficient on age squared falls over timBoth these features of the fitted

% This plot is generated from the STATA9 commandoivay mspline’ which calculates cross medians
and then uses the cross medians as knots toubia spline. See STATA9 Graphics [G] manual pag@.2
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guadratic model are reflected in the graphs offthue post-estimated probabilities of
homeownership plotted in Figure 5a and b using tpper and lower bound
probabilities respectively. As expected, thesgdly replicate those graphed directly
from the census cross tabulations of ownershipgeyim Figure 3.

Table 2. Coefficients estimated from the regressioof the log odds of home
ownership on the age and age squared of householkference persons in the four
successive censuses 1991 to 2006. Estimates ferupper bound, p.

Year Constant Age Ade N R

1991  Coeff -5.17 0.253 -.0021 3124 0.375
t stat. -27.21 31.06 -25.62
Cl upper -5.54 237 -.002
Cl lower -4.79 .269 -.002

1996  Coeff -5.52 0.254 -.00199 3009 0.427
t stat. -28.97 31.21 -24.71
Cl upper -5.89 .238 -.0021
Cl lower -5.15 270 -.0028

2001  Coeff -5.27 0.226 -.0017 3999 0.403
t stat. -32.18 33.45 -26.3
Cl upper -5.59 212 -.0018
Cl lower -4.95 .238 -.0016

2006  Coeff -4.89 0.199 -.0014 3616 0.472
t stat. -31.93 31.31 -22.61
Cl upper -5.20 .187 -.0015
Cl lower -4.59 212 -.0013

Source Statistics New Zealand. Special tabulations fitim 1991, 1996, 2001 and 2006 censuses of
population and dwellings.

The first conclusion we can draw from Figure 5hatthomeownership rates for all
except the very oldest age groups fell with eadtessive census (bearing mind the
assumptions about the measurement of homeowneositiiped in Appendix 1). In
other words each successive fitted age functios &trtically below the previous
census (except for the very oldest age group). e fell in the New Zealand home
ownership rate has therefore been very widespreddhat confined to any specific age
range.

" The only possible compromise in using the estichatebabilities here is the slightly lower estiioat
of ownership rates in 2001 throughout the age domai
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Figure 5. The estimated probability of home owrmship as a quadratic function
of age of household reference person, 1991 to 2006.
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In Appendix 1 we plot the

Age of household reference person

different between thes® tgraphs (Figure Al) which

shows how the lower bounded estimates sit belowuthEer but quite unevenly both

across the age domain and across the four differensus years.

These results
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highlight the fact that the difference between tipper and lower bounds differ by

census, increasing between 1991 and 1996 and bgbdieen 2001 and 2006. They
also show how the gap between the upper and loaands increase through to about
40 years of age depending on the census, remaativedy stable then rise at an

increasing rate from 55 years onwards so the gapelea the upper and lower bounds
for the very old age groups is two to three tintest of the younger age groups (see
Figure A2).

Another way of viewing Figure 5 is to compare theessive fitted lineshorizontally

in each graph in order to obtain an implied timeathieve any given probability of
ownership. For example, if we compare 1991 witBe&@t its widest point we find an
almost a seven year extension in the time takeactieve a given likelihood of
ownership. In 1991 a household reference persdratt# percent chance of owning at
25 years old whereas by 2006 they would have hadaoh age 32 to have the same
chance. The inference one could draw from thesedstimated cross sections is either
a fall in the likelihood of ownership in most agesa delayed entry into ownersHip.

In the two sections to follow we explore the extentvhich this picture of ownership
change holds across different types of househottme quartile and then by dwelling
type and location. We then add controls to thedcatec age model of ownership in
order to estimate the marginal impacts of eacthe$é variables on the probability of
owning.

Despite the intuitive appeal of comparing crosdiseal relationships (of home
ownership with age) the results can be misleadinggaides to what happens to
individual households over their life course or siog career. As the literature makes
very clear one shouldot interpret the cross-sectional evidence as reptiegethe
change in ownership which a typical household mds through as they age. Doing
so would confuse the aggoup with the agecohort (Pitkin & Myers, 1994). As we
noted in section 1, the debate surrounding falioge ownership rates is largely about
generations rather than age and therefore thendistin between the age group and the
cohort needs to play a central methodological rwoie interpreting change in
homeownership. Ideally of course we would draw @uigable longitudinal file for this
task. In the absence of such a file we link thessfsections to generate synthetic birth
cohorts as described in Section 5.

In sections 3 and 4 to follow we confine our diftamto how different age groups (not
cohorts) experienced the housing market over tH#l 18 2006 period. Our primary
intention in doing so is to explore thestributional impacts of the increasing difficulties
households faced in achieving home ownership. Anterpretations in life cycle or
housing career terms we leave to the cohort arsahggiorted in section 5. The purpose
of Section 3 and 4 is simply to show how the paféicage groups in one census differed
from the experience of the same age group one ae roensuses later. With this
important caveat in mind we turn to the evidence.

18 A third way of using Figure 5 is to estimate tlagerof change in ownership at any age along the fou
fitted curves. The slope of the tangent at any ggint Bp/dx) can be estimated from the fitted model.
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Section 3. The changing influence of householdtabutes on tenure

Notwithstanding the breakdown of the traditionalukiog career as a basis for
conceptualising housing demand in general and hameship in particular, there is still
a very close relationship between the type of hiooiseand the demand for ownership.
The reasons are manifold and extend from the comemt of couples not only to
contribute jointly to purchase but to secure cdnéneer their housing environment in
order to raise a family. Marriage and having al@itdremain dominant influences on the
propensity to own as they did even during the Séddemographic Transition when
previous demographic relationships began to fadrtafPool, Dharmalingam, & Sceats,
2007). For these reasons we want to explore the iwawhich different types of
households at different relative income levels hexgerienced a decline in ownership.

3.1 Household type and tenure

Household type plays a central role in any disamssif tenure and here we use the
Statistics New Zealand division of households @tmwples, Couples with Children, One
Parent with Children, One Person Household andé@th In earlier work on New
Zealand tenure patterns DTZ drew attention to ibpadity between different household
types in terms of their ownership rates noting hibevrate for couples with children was
well ahead of the average for all other househtjdes (79.5% > 71.4%) (DTZ-New-
Zealand, 2004). They also noted how this gap haemad since 1981 even though the
absolute number of such households had fallen @y%). DTZ also noted how the
number of Couple Only households had risen togeth@h the proportion in
ownership'® Table 3 shows the distribution of households ssthe five categories.

A comparison of the likelihood of each of the ftnmusehold types owning their dwelling
at each age in 1991 is presented in FigufeA&ccording to this 1991 evidence couples
exhibit the highest likelihood of owning in almosii age categories. (Similar results
apply to the lower bound so just the upper boutidhases are shown here.) Couples not
only began their adult lives with higher levels lmdme ownership but they acquire
ownership much more rapidly over their life coutdan single adult households.
Ownership accrues even earlier among Couples whedren are present. While the
influence of an additional adult on ownership wksady more important than adding a
child (in 1991), the presence of children had éfiect of raising the probability of
ownership by between a quarter and three quarfess percent in couples as well as
single adult households.

9 An extended discussion of the change in numbermpangortion of households in New Zealand may also
be found in Statistics New Zealand (2005)

2 The probabilities of home ownership were generdtgdpplying the same quadratic age model used
above to each of the household types separatdtigrnatively a single model could have been rurhwit
appropriate parameterisation in order to isolate itidividual household effects. Tables of paramet
estimates not included in the text are availablenugquest. Coefficients from the fitted modelszsed in
turn to compute the probabilities of ownership bg.a
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Table 3. The distribution of households by typel991 to 2008"

1991 1996 2001 2006
Couple 275,805 306,816| 327,720| 362,928
Couple & Children 386,010 372,543 351,993| 386,025
One Parent & Children 105,813| 109,869| 119,397 126,951
One Parent 232,395 253,560| 299,550| 319,638
Other 146,460| 190,143| 206,121 219,291
Total 1,146,483] 1,232,931| 1,304,781 1,414,833
Proportions
Couple 24.1 24.9 25.1 25.7
Couple & Children 33.7 30.2 27.0 27.3
One Parent & Children 9.2 8.9 9.2 9.0
One Parent 20.3 20.6 23.0 22.6
Other 12.8 15.4 15.8 15.5
Total 100.0 100.0 100.0 100.0

Source Statistics New Zealand. Special tabulations ftbm 1991, 1996, 2001
and 2006 censuses of population and dwellings.

By contrast, single adult households experiencehmower probabilities of ownership
and reach their peak probabilities much later fim (although of course some will enter
this household state as a result of dissolutio6@iple based households). Whereas the
likelihood of owning is highest among couples ieithate 50s and early 60s the peak
likelihood of ownership is experienced by those ah® single in older age (again mainly
because of the departure of a spouse).

The particular measure of homeownership we uselitikes effect on the difference
between Couples and Couples with Children evenghawnership rates are uniformly
lower when we use p2 (see Appendix 1). Among siaglult households not only are p2
rates lower but they are markedly lower for youngergle adults with children -
reflecting in turn their lower response rates ® tinure question.

A visual comparison of Figure 6 and 7 suggests rmbau of differences between the
ownership probabilities of households in the twassrsections 1991 and 2006 and these
differences are highlighted in Figure 8.

2 Includes all households in the data set. Not &nhito cells with more than six households per cBllt
excludes households with a household referenceopeusder 20 years and those who are not usual
residents.
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Figure 6. The estimated probabilities of home omership by household type as a
guadratic function of age of household reference pson in 1991.
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Figure 7. The estimated probabilities of home omership by household type as a
guadratic function of age of household reference pgon in 2006.
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Figure 8. Decline in the probability of ownershipbetween 1991 and 2006
by household type by age of household reference gen. Upper bound (p)
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The differences in Figure 8 confirm the way therisition in Figure 6 shift downward
to the right ending up as Figure 7 as the prolgbdf ownership fell over the study
period. The most marked drop occurred among sipgtents raising children, a group
whose ownership rates were also the lowest comitogthe period. In the case of couples
it was the younger families who experienced theatgst decline. The group which
experienced least disruption in their access toehomnership over the period were the
one person households and where the decline didr aicevas most likely among the
middle age groups. We analyse these and otharteHatistically in section 4.

3.2 The influence of household income

Household income is compiled as the sum of resgoasendividuals who make up the
household. Since household incomes change in rawatues with inflation, in order to
identify relatively consistent positions in the tdisution income quartiles have been
used. The cut off points for the income distribng in each censuses were calculated by
Statistics New Zealand and supplied as follows:

Quartile 1991 1996 2001 2006
Q1-Q2 $17,100/ $18,800| $20,800| $22,251
Q2-Q3 $30,900] $34,700| $39,800] $51,596
Q3-0Q4 $51,800] $59,900| $67,400 $89,259
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So for example, households reporting a total incdmetow $17,000 in 1991 were
classified as being in quartile 1. To be so cfassiin 2001 a household would have to
have reported an income of under $20,800, and @ 20nominal income of under $22,
251, and so on. The resulting distribution is shawTable 4.

Table 4 Distribution of Households by Income Group1991 — 2006

1991 1996 2001 2006
Income Quartile 1 249,531| 258,783 265,623 297,189
Income Quartile 2 250,635 259,743| 267,420 297,672
Income Quartile 3 251,679 260,802| 268,518| 299,316
Income Quartile 4 252,972 261,231 268,698 299,919
Total 1,004,817] 1,040,559| 1,070,259| 1,194,096
Other 141,666| 192,372| 234,522| 220,737
Grand total 1,146,483| 1,232,931| 1,304,781| 1,414,833

1991 1996 2001 2006
Income Quatrtile 1 24.8 24.9 24.8 24.9
Income Quatrtile 2 24.9 25.0 25.0 24.9
Income Quartile 3 25.0 25.1 25.1 25.1
Income Quartile 4 25.2 25.1 25.1 25.1
Total 100.0 100.0 100.0 100.0
Other 12.4 15.6 18.0 15.6
Grand total 100.0 100.0 100.0 100.0

Source Statistics New Zealand. Special tabulations friive 1991, 1996,
2001 and 2006 censuses of population and dwellings.

There are three questions we want to ask aboueholgincome and its relationship to
declining homeownership. Firstly, to what exterd #re differences in ownership rates
among household types simply a reflection of thet fat they occupy different
positions in the income distribution? Secondly, twh#uence do these relative income
positions have on the way tenure changes withaagess the household types? And
thirdly, how differently did the income groups exp@ace the reduction in ownership?

The place households occupy in the income disiohutlearly has a substantial effect
on the propensity to own, throughout the age raamge over each of the four census
years: the greater the distance from the highesihme quartile the lower the propensity
to own (with the exception of the very oldest ageugs). As Figure 8 shows, the
influence on ownership of a household being inezithf the two top quartiles is not
that great but being located in the second or fitsdrtile clearly has a considerable
influence.??

%2 The exact interpretation of the income effectasnplicated when it comes to durable goods such as
housing where permanent or long term income, wealith the ability to borrow all play an important
role. Therefore the income quartile we use hecailshbe viewed only as indicative of a relativeifion

that may well carry over into other relevant valégbsuch as permanent income and wealth. Obviously
more sophisticated modeling using unit record gatssibly from longitudinal surveys would be reqdire
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Between 1991 and 2006 in Figure 9 and Figure 18@awethe familiar shift downward to
the right of the estimated ownership function. Nwoteparticular how the differences
between the probability of ownership between tihgt fand fourth income quartiles are
quite age specific, reaching a maximum 10 yearerotd2006 than in 1991.

Figure 9. The estimated probabilities of home omership as a quadratic function
of age of household income quartile in 1991. Alousehold types.
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While the rate of increase in ownership with age $lawed over the years for all income
groups the decline in the probability of ownershith age has been most marked among
those in the bottom quarter of the income distidutind least among those in the top, a
difference which is most apparent in the young groeips.

Sitting behind these trends in ownership by incameethe changes in household type we
documented earlier, for household income is healglyendent on the number of earners
in the household and, therefore, some of the changecome will undoubtedly reflect
such changes in household composition.

In summary, a household’s position in the relatilistribution of household income

clearly influences their chances of ownership. Wéanstructive is how the importance
of this relativity grew over the period with thewler income groups noticeably less
competitive in the ownership market in 2006 thasyttvere in 1991, a feature that holds
true throughout the age range.

to gain this deeper understanding. As Bourassgesis, there are a range of other possible objectm
using income as an argument in tenure choice md@Belsrassa, 1995)
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Figure 10. The estimated probabilities of homevenership as a function of age of
household reference person by income quartile ir2006. All household types.
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Despite their importance conceptually and empilycal age, household type and
income are not the only dimensions of interest whetomes to understanding the
widening tenure gap between household¢hatone buys anavhereone buys has an
influence over and above the means to buy and ahelyf circumstances triggering
ownership largely because of the intimate relatigmsbetween dwelling type,
residential location and the price of residenttll estate. We turn to these additional
dimensions in the following section.

SECTION 4. DWELLING TYPE, SETTLEMENT AND OWNERSHI P

In a recent paper Judith Yates and Daniel Mackayed that, when making their
housing choices households are faced with areidasiselating to tenure, dwelling type
and location (Yates & Mackay, 2006). In practicd, thfee are interrelated: choice of
dwelling type is highly constrained by tenure ahé thoice of both tenure and type
reflect the housing demand pressures on partitadations.

In those parts of the world New Zealand comparssilfitto, smaller higher density

accommodation is a well documented reaction tartbeeasing cost of single unit living.

In North America rising price levels of the singletached dwellings has shifted demand
toward all of the higher-density options, particlyfgdoward high-rise rental apartments
(Skaburskis, 1999). In Canada specifically theres Heeen a steady decline in
homeownership among household ‘maintainers’ utiderage of 50 and a pronounced
shift toward condominium ownership (Skaburskis, 200 Such trends are no longer
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foreign to those in the market for owned propertjyn New Zealand, however, only
among the most recent generation of home seekassthre differential price of
ownership by type of dwelling (and location) bearaugtitatively important enough to
play a role in their decision making.

The aim of the following discussion is to show jbstv the relationship between type of
dwelling and tenure choices in New Zealand hagteshover the past 15 years . We
then extend the discussion into location and show thoice of tenure, type and location
have simultaneously been affected by the increatiffigulty of securing ownership.

4.1 Dwelling type and tenure

Analysis of home ownership in New Zealand is caadiio occupied private dwellings,
that is dwellings which “accommodate a person grap of people” and which is “not
generally available for public use”. StatisticeviN Zealand defines “occupied private
dwellings” quite widely to include houses, flatsdampartments, flats or houses within a
complex, residences attached to a business atuinst. They include caravans, cabins
and tents and even vehicles and vessels. Theyrakale independent self-care units in
retirement complexes, private dwellings within ansprivate dwelling structure or
complex, baches, cribs and holiday homes as welhakl, Youth and Family Service
(CYFS) family homes. Homestays, farmstays areunhetl as are bed and breakfasts
(B&Bs) with fewer than five boarders, lodgers oegts®®

Occupied dwelling types are classified accordin¢h@r structure and functidid. There
have been several changes in the way these ctagsifis have been applied over our
study period and in order to ensure continuity weehhad to undertake a comparison at a
high level of aggregation and simply compare singlgellings with non-single
dwellings.

In 1991, households facing the non-single dwellstgck had a 42 percent chance of
owning their unit; by 2006 this had risen to 45ge@at. So whereas the changes of
ownership single unit dwellings with their much Inéy proportion of ownership was
falling opportunities for purchasing non-singletsnwere growing. However, the switch
of tenure within the non-single sector was notisight to redress or compensate for the
overall decline in the chances of ownership simgause of the predominance of the
single unit stock>

2 Statistics New Zealand web pagép://www.stats.govt.nzSee Census and then Definitions.

2 Note that the occupied dwelling type does not haveot classifiable’ category, nor does it have an
other residual categories. This is because alllohgs are classified during processing as eitharape or
non-private, based on the information provided o dwelling form by the collector and the responden
If no further information is available about whgpé of private or non-private dwelling it is, théme
dwelling is classified as an ‘occupied private dimgl not further defined’ or as an ‘occupied nolivpte
dwelling not further defined’ whichever is apprapg (ttp://www.stats.govt.nz/census/2006-census-
information-about-data/information-by-variable/oped-dwelling-type.htm)

% In an observation that deserves closer attentidargreaves noted in his ecological study of th@120
census results for the four cities in Auckland hétlve biggest swing to rental properties has o@mlin
established suburbs comprising mainly single-fandgtached homes. The biggest swing away from
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Earlier in this report we showed how our upper lbrate of ownership ¢ calculated
over all dwelling types, had fallen from: 0.8311991 to 0.818 in 1996, to 0.764 in
2001 and to 0.758 in 2006. Corresponding lower Hoestimates () were as follows:
0.788, 0.729, 0.686 and 0.658. Somewhere betwese estimated probabilities lay
the ‘true’ rate. When we confine our estimatiorstiogle unit dwellings the ownership
rates are predictably higher, for both the uppemiolo(0.886, 0.868, 0.832 and 0.794) and
lower bound ( 0.845, 0.790, 0.762, and 0.721). he Teason for the difference is that
those Not Elsewhere Included are not as prevataong the single households. The NEI
respondents, with their lower incomes and youngesaare more characteristic of non-
single dwellers as we discuss in Appendix 1.

Both the upper and lower bound estimates in Fidur@ and b show how marked the
reduction in the tenure gap was between the twdlidgdypes regardless of the age of
the household reference person. Regardless ohethlbuseholds were represented by a
20 year old or 80 year old in 1991 the tenure gatfvéen the types was rarely narrower
than 30 percent. By 2006 the ownership ratesetwo dwelling types had narrowed to
within 10 percent in the lower bound and even miot&e upper bound.

The interesting question in light of Figure 11hs extent to which the growing supply of
multiple and other dwellings for ownership actualiglped relieve the demand for
ownership by younger buyers, single persons, etimoth children as well as those in the
lower income groups. We can address the firsttqpreshrough the preceding figures.
In the early 1990s, not only was the likelihoodpofchasing dwelling units outside the
single dwelling market very low, but the probalyilof their purchase actually increased
more slowly with age. What happened, particulddying the present decade, was a rise
in the likelihood of finding such units for saledatihe chance they would be purchased by
older reference heads.

It is instructive to see how this ‘transfer of te@ylayed out among to the key household
groups. We focus here on single parents whoseatié income lay below the median

(quartiles 1 and 2), with and without childrengiiie 12, and repeat for those couples
with and without children, controlling for age iaah case, Figure 13. We confine the
graphics to our lower bound estimates, p2, in ezde simply because it is this sub-
section of the population who are most likely rotéspond to the tenure question.

What Figure 12 depicts quite succinctly is the wayvhich ownership opportunities in

the single unit market fell for one person housdbalith below median income in all

age groups over the fifteen years to 2006. Thisgoay of household lost far less ground
in the (much lower) probability of securing owrfgps in non-single units however.

Given the general rise in the probability of owmgosin this market, one person

households lost out there as well.

rentals occurs in greenfield areas on the citygks where the new housing is predominantly owner-
occupied” (Hargreaves, 2003 p. 218).
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By comparison one person households with childetavio the median income fared little
better. In 1991 one parent households with childveere more likely to secure
ownership earlier than single adults of similar a&gé their comparative ability to do so
dropped dramatically over the period as FigureH@s. So too did their relative ability
to secure ownership in non-single units, althoolgler single parents with children in
the same year did fare a little better than theimterparts 15 years ago. This was hardly
compensation for their marginal status in the gnghit dwelling market for they were
largely shut out of the single dwelling market dately held their own in the multiple
and other market$.

Figure 11. The estimated probabilities of home owmship by type of dwelling as a
guadratic function of age of household reference pson in 1991 and 2006.
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% Although not available from this data set, an ewon of Statistics New Zealand housing tablelsath
2001 and 2006 show considerable heterogeneity sicsash dwellings, and it is likely that their
increasingly marginal status lead to the occuparieyany marginal dwellings even though they mayehav
secured ownership. Also in the interests of spag#l not report the results for Couples or Coupleith
Children below the median income but these ardablai upon request.
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b. Lower bound (py)
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Figure 12. Change in the tenure mix experienced b®ne Person households below
the median income, 1991 to 2006. Lower bound; p
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Figure 13. Change in the tenure mix experienced b@ne Person households with
Children below the median household income, 1991 006. Lower bound. p
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In summary, as the price of single unit housing haen beyond the purchasing
capability of an increasing proportion of houseaid as a result a growing number are
transferring their demand for housing into the sorgle dwelling unit market. While
this has opened up opportunities for households w#i@ less competitive in the single
unit market the compromises in terms of size, aibésy and neighbourhood amenities
are costs which may have to be borne by a wideulptipn and, therefore, deserve
closer research attention.

4.2 The influence of settlement type on tenure

One of the striking features of the market for owaecupancy as it evolved over the
decade and a half has been the increasing impertahdocation in differentiating
housing opportunities. As Dieleman has argued, “housing conditions vaigtely
between housing market areas. If one wants to &dke housing market behaviour of
households, the housing market areas must be defatethe metropolitan scale.”
(Dieleman, 2001). While a major theme in the cotgerary research is focusessing on
what is driving ‘housing careers’ (Flatau, HendetshWatson, & Wood, 2004), only a
few of these have been complemented by an explicatreness of the importance of the
regional context (Deurloo, Clark, & Dieleman, 1994)

This geography of the New Zealand housing market heen documented elsewhere
(DTZ New Zealand, 2007) but these authors do nosicer the way ownership options

%" There are many illustrations in the literaturee®timulating study from France traces the diffusi®
homeownership to broader segments of the populatidrillustrates the key role played by the Paris
region in both residential and social mobility (leste & Bonvalet, 1994).
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by dwelling type interact with location. This aagtogether with a focus on settlement
type rather than location per se, allows us terasbme complementary findings.

For the purpose of exploring the geography of terchange New Zealand has been
divided up into the three main urban centres: Aact] Wellington and Christchurch, the
Secondary Urban Centres and the Rest of New Zealaltds clear from Table 5 that
settlement location plays an important role inetéitiating ownership opportunity and
that the relative ability of the different locateto provide ownership opportunities did
indeed shift over the decade and a half. In I®8dership rates for both single and non-
single units dwellings were lowest in the two magemtres and beyond urban New
Zealand (Rest of New Zealand). Christchurch ared Secondary Centres offered the
highest rates of ownership in both single and nogks unit properties.

While the chance of securing ownership of singhgtsuin Auckland had dropped
substantially, from 71.7 percent to 59.2 perceme, ¢hances of owning cheaper, non-
single units rose, from 39 to 41 percent. Wellimgexperienced an even more marked
increase in its non-single ownership rate, fron838.40 percent. But the most marked
jump of all occurred outside the urban centreshan Rest of New Zealand where home
ownership rates in non-single units rose from 45@@ercent.

Table 5. Home ownership rates by Settlement Typend Dwelling Type,
1991 and 2006

[

_____________ ommmm o2
Auckland | .717 .390
welTington | .709 .328
Christchurch | .758 .450
Secondary | .750 .429
RestNZ | .672 .448
New Zealand | .728 .441

Census year and
dwelling type
—————— 2006 -----
LocCat | Single Non-Single
_____________ I
Auckland .593 .413
welTlington .639 .399
Christchurch .661 .443
Secondary .636 .451
RestNZz .615 .558
New Zealand | .623 .454

When it comes to understanding the geography ofemomership, locations can vary
for reasons of population composition as much asiphl context. That is, they can
vary not simply because of their location and ottteysical settlement characteristics but
also because of their population mix. In ordercontrol for some of these
compositionalcharacteristics we allow the variables capturingdetold characteristics
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to absorb their share of the variance in the loghef odds ratio before assessing the
influence of the location fixed effects. The reésware given in Table 6.

The results in Table 6 confirm the relative impoda of age, household income and
dwelling type, all of which display the expectadds of owning against their respective
bases. What is new in Table 6 is the variatiothéodds of owning across the respective
locations. As in our tabular evidence, we findtthdds of owning rise once leaving

Auckland; only marginally and insignificantly cgared to the Rest of New Zealand,
but significantly relative to in Wellington, in thé&econdary Centres and most
spectacularly in Christchurch where the odds oliseg ownership exceeded those of
Auckland residents by a third.

Table 6. The odds of home ownship in New Zealand?ooled model 1991-2006

weighted LS logistic regression for grouped data

Source | SS df MS Number of obs = 14131
————————————— B it FC 19, 14111) = 2963.01
Model | 17647.0719 19 928.793255 Prob > F = 0.0000
Residual | 4423.26722 14111 .31346235 R-squared = 0.7996
————————————— B e Adj R-squared = 0.7993
Total | 22070.3391 14130 1.56194898 Root MSE = .55988
households~d | o0dds Ratio std. Err t P>|t| [95% conf. Interval]
_____________ oo T T
AGE
agecatR | 1.168826 .0020091 90.75 0.000 1.164894 1.172771
agecatrs | .9989355 .0000164 -64.76 0.000 .9989033 .9989677
HOUSEHOLD
couplech 1.264595 .0183463 16.18 0.000 1.229141 1.301073
oneparch .5182366 .0098701 -34.51 0.000 .4992466 .537949
oneparh .5601513 .0085307 -38.05 0.000 .5436771 .5771246
otherh .3431252 .0056238 -65.26  0.000 .332277 .3543275
INCOME
hiql01l .2457351 .0044028 -78.33 0.000 .2372549 .2545185
hiq201 .3751075 .0060527 -60.77 0.000 .363429 .3871612
hiq301 .5941661 .009379 -32.98 0.000 .5760635 .6128376
hiother .2505112 .0041474 -83.61 0.000 .2425123 .258774
DWELLING TYPE
multiple | .3475891 .0041128 -89.31 0.000 .3396203 .3557448
otherdwg | .1684309 .0042375 -70.80 0.000 .1603264 .1769451
SETTLEMENT
wellington | 1.064578 .0190558 3.50 0.000 1.027873 1.102592
christchurch | 1.364112 .0245552 17.25 0.000 1.316819 1.413102
secondary | 1.156688 .0137502 12.24 0.000 1.130048 1.183957
restnz | 1.006526 .0166378 0.39 0.69%4 .9744363 1.039672
CENSUS
Y1996 | .7515061 .0105418 -20.37 0.000 .7311244 .7724561
Y2001 | .6754014 .0093991 -28.20 0.000 .6572269 .6940785
Y2006 | .6501072 .0089389 -31.32 0.000 .6328199 .6678668

Source Statistics New Zealand. Special tabulations fittie 1991, 1996, 2001 and 2006
censuses of population and dwellings.

If the effect of location on the chances of ownuagied over time as the tabular evidence

suggests then we would expect these to registeelegant interactions. We find that
relatively little happened to alter chances of awgnin Christchurch and the Secondary
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Centres but that the likelihood of owning in thec@sdary centres showed a marked
decline see the settlement x census interaction effacisble 7.

This relative fall in the ownership rate in Secarnydcentres is a significant result in light
of what was also happening to ownership rates & Rlest of New Zealand. The
outstanding feature here was how successively matiractive locationsoutside the
metropolitan centres had became to home owners.Taldde 7 shows, the interaction
effects in favour of owning relative to Aucklandegr, most particularly in the 1996 to
2001 period so that by 2001 the probability of ownin these areas was almost double
that of households in Auckland. Much of this diffiece persisted into 2006. Even
Wellington became a relatively more favourable $ar homeownership to the point
where in 2006 the odds in favour of ownershiptretato Auckland had risen by a
quarter.

Table 7. The odds of owning in New Zealand. Pooladodel with settlement x
census interaction effects 1991-2006

wWeighted LS logistic regression for grouped data

Source | SSs df MS Number of obs = 14131
————————————— ettt FC 31, 14099) = 1858.30
Model | 17656.6563 31 569.569558 Prob > F = 0.0000
Residual | 4321.34927 14099 .306500409 R-squared = 0.8034
————————————— e Adj R-squared = 0.8029
Total | 21978.0056 14130 1.55541441 Root MSE = .55362
households~d | odds Ratio Std. Err. t P>|t]| [95% conf. Interval]
_____________ m oo Il %
AGE
agecatR | 1.168476 .0019866 91.58 0.000 1.164589 1.172377
agecatRs | .9989381 .0000163 -65.31 0.000 .9989062 .9989699
HOUSEHOLD TYPE
couplech 1.266623 .0181713 16.47 0.000 1.231501 1.302747
oneparch .5177876 .0097532 -34.94 0.000 .4990186 .5372626
oneparh .5609693 .0084493 -38.38 0.000 .5446498 .5777779
otherh .3435483 .0055689 -65.91 0.000 .3328041 .3546393
INCOME
hiql01 .2471953 .0043797 -78.88 0.000 .2387578 .2559309
hiq201 .3765273 .0060073 -61.22 0.000 .3649345 .3884885
hiq301 .5944298 .0092764  -33.33 0.000 .5765221 .6128937
hiother .2515425 .0041183 -84.30 0.000 .2435983 .2597458
DWELLING TYPE
multiple | .3444644 .0040421 -90.82 0.000 .3366318 .3524792
otherdwg | .1674502 .0041729 -71.71 0.000 .1594673 .1758327
SETTLEMENT
wellington .9371003 .0354496 -1.72 0.086 .8701281 1.009227
christchurch 1.344868 .0529071 7.53 0.000 1.245061 1.452676
secondary 1.197139 .0303455 7.10 0.000 1.139111 1.258122
restnz .7242741 .024904 -9.38 0.000 .6770677 .7747719
CENSUS
Y1996 .7304103 .0197746 -11.60 0.000 .69266 .7702181
Y2001 .6014479 .0159062 -19.22 0.000 .5710641 .6334484
Y2006 .6504589 .0167832 -16.67 0.000 .6183797 .6842022
INTERACTION EFFECTS
wgtnl996 1.12439 .0587357 2.24 0.025 1.014958 1.24562
wgtn2001 1.163168 .0598876 2.94 0.003 1.051509 1.286683
wgtn2006 1.246888 .062666 4.39 0.000 1.12991 1.375975
Chch1996 | 1.070045 .0572083 1.27 0.205 .9635853 1.188268
Chch2001 | 1.069291 .0559301 1.28 0.200 .965093 1.184738
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Chch2006 | .9331313 .047781 -1.35 0.177 .844021 1.03165
Secl1996 | .9728492 .0335575 -0.80 0.425 .9092465 1.040901
Sec2001 | 1.038366 .035106 1.11  0.265 .9717837 1.109509
Sec2006 | .8755604 .0288815 -4.03 0.000 .8207403 .9340422

RestNz1996 | 1.221187 .0569809 4.28 0.000 1.114452 1.338144
RestNz2001 | 1.981987 .0924865 14.66 0.000 1.808745 2.171822
RestNz2006 | 1.429467 .0646994 7.89 0.000 1.30811 1.562082

Source Statistics New Zealand. Special tabulations fittie 1991, 1996, 2001 and 2006
censuses of population and dwellings.

In summary, the shifts in demand for ownershimestsed in New Zealand over the last
fifteen years have been accompanied by a risingaddnfior property beyond the main
urban centres. What we also learn from the abeiderce was just how quickly the
demand for ownership was transferred to propeatigside the single unit market.

4.3 Ownership shifts by dwelling and settlement fye

As the demand for housing rose from 1991 to 200& Mealand experienced a gradual,
then accelerated, decline in the affordability caéind a corresponding drop in the
proportion of households able to buy. This shiftswarticularly marked in the case of
single unit dwellings. The following combined ghapigure 14 shows how this decline
in ownership of single units was experienced bydifferent age groups across the urban
centres: Auckland and Wellington in the top two pir& and Christchurch and the
Secondary Centres in the bottom two. The horiZolima at the 0.7 probability of
ownership and at the 30 age group are providedefeyence points to facilitate
comparisons.

There are subtle geographic differences in the wlgnges the demand for home
ownership have been expressed across New Zealdmrate at which ownership rises
with age as well as the levels of ownership acldeae lowest in Auckland and highest
in Christchurch. There are also differences inrtte at which ownership falls by age
across the centres. In particular, note the acatel@ fall in ownership by age in
Auckland initially between 1996 and 2001 and thesstrmarkedly over the five years
leading up to the 2006 census. By contrast, tlodirds in ownership were more even
over the inter-censal periods in Christchurch aedo&dary Urban Centres.

It was not until the last inter-censal period ttiegt pressure on housing assets began to be
felt beyond the urban centres, a feature we dastiate using the Rest of New Zealand
in Figure 15. In the 1990s households living i@ Rest of New Zealand weesslikely

to own but by 2006 their rate of ownership actubitgan to exceed those prevailing in
Auckland, Wellington and Christchurch. Compardiivgpeaking, single dwelling units

in these more dispersed, rural settlements expmrika less marked drop in ownership
demand although comparatively speaking younger lageseholds appeared slightly
more affected.
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Figure 14. The shift in demand for ownership ini;gle unit dwellings across the
four urban settlement categories: Auckland, Wellingon, Christchurch and the
Secondary Centres, 1991 to 2006
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Figure 15. The changing demand for home ownership single dwellings by age of
household reference person in the Rest of New Zaald, 1991-2006
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In summary, from the dwelling type and geographidence there would appear to be a
strong demand for home ownerslper se a demand which households are willing to
transfer beyond the traditional single unit propemarket into multi unit and other
structures (including caravans, cabins, tents,clediand vessels covered by the non-
single label). Far from being confined to urbaewNZealand, this demand has now
spread to non-single units throughout the counastiqularly as more and more single
unit properties get converted to rental units dneovise removed from the owner
occupied sector.

SECTION 5. SYNTHETIC COHORTS AND HOMEOWNERSHIP

The previous two sections of this report have a®dychanges in homeownership from
the perspective of the age group. Not only havesin@vn how age groups across the
four censuses have realized different likelihooti®wning but that these differences
vary with household type, income, dwelling type &wchtion.

Although helpful, successive cross-sections do ailsiw us to trace what actually
happened to individuals over the study period. orgter to do that we must be able to
trace individuals and technically this requiresinterviewing within a longitudinal
survey. Such surveys have only recently beenateti in New Zealand and none has
yet been operating long enough to shed light orgtrestions we are asking here. We
have chosen instead to modify the census crosesgcto that they take on some of
the characteristics of a longitudinal survey. taqtice this involves reorganizing the
data into cohorts rather than ages.

A ‘cohort’ is a temporally defined group of indiwdls, all of whom enter a system or
given status in the same time period (Myers, 19%Wijth census data,
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“we cannot literally trace the same individuals otieme, as with panel or
retrospective data. Instead, each censasiplesfrom true cohorts in
different periods, and different markers can belusedefine cohorts across
the different cross-sections. Age is commonly uB®didentifying birth
cohort membership that links observations acrosglifierent sample cross-
sections” (Myers, 1999).

Myers goes on to note how cohort analysis useligwtay meets many of the practical
needs of researchers who seek understanding oiftudntal changes in housing in
large part because cohorts have the analytical esvence of aggregates while
retaining the temporal properties of individualdVith the passage of time, age,
duration and other temporal properties advancectrorts just as for individuals
(Myers, 1999).

Cohorts become relevant in the study of tenurer @y other behavioural event to the
extent that the age-specific history of the actoadters. If macro conditions change in
ways that alter the chance of first time ownersthign clearly the past history of a
household becomes relevant. The primary advamédbe cohort for the study of
tenure change, therefore, is that it allows usefmasate the age effects from the cohort
effects: the disentangling of life —cycle pattefrmsn generational differences (Crossley
& Ostrovsky, 2003). Specifically, if the historgf(the cohort)s relevant then it should
feature as an influence on home ownership indepelydef the age group in question
and of the census year in which it is observed.

Four successive cross-sections are available in Reasland over the 15 year time
period. The cohorts we have constructed from theséidual censuses we call
synthetic because we are tracing the same (asawedbme different) households that
are surveyed each five yedfsThe method was introduced to the housing liteeafis
Cohort Linked Cross Sections (CLCS) (Pitkin & Myet894)%*

Constructing synthetic cohorts involves takingfa tiable approach to data from the
four census years. While we do not have acceshidiries of individuals or

% There are several New Zealand examples of thetremtion of synthetic cohorts from repeated cross
sections. There are at least two examples udiegHbusehold Economic Survey (Gibson & Scobie, 2001
Stillman, 2006), There are relative few examplegg the New Zealand census (Morrison, Papps, &
Poot, 2006). They construct a synthetic sampl20g802 observations over 30 New Zealand local labou
markets derived from the 1986, 1991, 1996 New Zeht@nsus data in order to analyse labour turniover
local labour markets. There have been a wideegafgother application internationally; the clasic
Borjas (1985) where synthetic cohorts were geadrat order to examine the impact of successiveewag
of immigrants on wage levels. Age-wealth relatlups have also been explored (Shorrocks, 197%), an
rare life events have been studied in the comkaging (Campbell & Hudson, 1985).

# These authors originally applied CLCS to a measfil¢S housing demand in general but their findings
and generated cohort demand trajectories are wenijas to those they generated from homeownership
measures. Most of the conclusions they draw aboch trajectories are mirrored in our own resuls.
similar approach applied to the Australian cendss produced similar results, see (Mudd, Tesfaghis,

& Bray, 2001). Two other applications of cohort s to housing careers have also been mentioned
above, namely (Myers, 1999) and (Venti & Wise, 108@d the Canadian study (Crossley & Ostrovsky,
2003).
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households from the census we can identify thin loohort of the current household
reference person and it is the ‘history’ impliedtog or her birth date which we use to
generate the synthetic cohorts we analyse belowh Wly fifteen years available, we
do not have access to the full life span of anyocbhut we do cover the period over
which many household reference persons are likelpe active in the home owner
market (assumed to be from age 20 years onwairtigsicase).

5.1 The changing probability of home ownership

Table 8 and its accompanying Figure 16 tell an irtgmd story. Select any age group
(not cohort) and trace its probability of ownershigross the relevambw in the table
from 1991 to 2006. As we move from left to righdee how each successive cohort
reaches the selected age with a smaller proportidote also how this trend applies to
all cohorts indicating that the falling rate of ownepsihas not been confined to
younger buyers or more recent cohorts but is aeshaxkperience acrosdl cohorts.
This suggests the occurrence of a structural orativdownward shift in the rate of
ownership (of young, middle and early old houseg)pld

Table 8. Changes in the probability of ownership ¥ cohort and earliest birth year
(age) of household reference person, 1991 to 2006

Cohort |Age Group Census Years
(earliest
year born)
1991 1996 2001 2006
1911 80 0.774 0.730 0.713 0.674
1916 75 0.804 0.772 0.755 0.716
1921 70 0.823 0.797 0.766 0.748
1926 65 0.840 0.807 0.770 0.763
1931 60 0.847 0.808 0.768 0.768
1936 55 0.843 0.805 0.769 0.765
1941 50 0.831 0.799 0.763 0.739
1946 45 0.821 0.785 0.731 0.701
1951 40 0.800 0.748 0.690 0.651
1956 35 0.751 0.695 0.633 0.588
1961 30 0.678 0.605 0.540 0.499
1966 25 0.527 0.445 0.391 0.341
1971 20 0.261 0.235 0.216 0.202
Total 0.735 0.689 0.655 0.634

Source Statistics New Zealand. Special tabulations fribve 1991, 1996,
2001 and 2006 censuses of population and dwellings.

Even accepting a common or structural shift towdodger rates of ownership and a

deferral of purchase, we still want to ask whetheryoung cohorts were able to ‘catch
up’ with the age-specific ownership rate of theimediately preceding cohort.
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This is where Figure 16 is helpful. When the hoo$gheference persons from the
1971 cohort reached the 20<25 year old age graulg,26 percent owned their usual
residence. By the time they reached the next amgpg44.5 percent were owning and
when aged 30<35, over half were owning (54.0) an@%<40, 58.8 percent. We will

refer to this sequence of ownership rates as therte tenure transition.

A comparison of the 1971 cohort’s tenure transitiaith those that preceded it, the
1966 and 1961 cohorts, highlights two importangisi Firstly, earlier cohorts entered
any given age group with a larger proportion ofittuseholds as owner occupiers.
Substantively, therefore, each new birth coh@gan their housing career from a
lower ownership base. The graphical evidence, keweuggests that each successive
cohort caught up at faster rate than its predecessor. By age 30<35 the gap i
ownership terms between 1956, 1961, 1966 and 18Rdarts had shrunk, from =0.14
(0.69 - 0.54) to 0.12 (0.75-0.63) by age 35<40 @rid (0.80-0.69) by age 40<45. In
short, there was some evidence of catch up butated up was incomplete.

Figure 16. Changes in the Home Ownership Rate by hisehold cohort by earliest
birth year of household reference person, 1991 td@R6
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It is reasonable to expect a deferral of ownerdbifpe followed by an attempt to catch
up. Finding they were further behind in the ovehgr stakes than the cohort
immediately preceding them, each new cohort makesnaerted effort to close the
gap. As a result with each successive cohort weaggeater risein ownershipbut
from a lower initial bas&’ In other words these catch-ups of successivertohave
not been sufficient to redress their successivelyel starting positions. As a result
younger cohorts have ended up with a lower rateh@iheownership than their
predecessors even after age and year effects legg tato account - a feature we
confirm statistically below.

It is important that we link the age functions watimated earlier in Section 2 and 3
with the cohort analysis just presented. Thisuiegeasily done by superimposing the
changing probability of ownership ijpon the estimated cross sections to produce
Figure 17 (using the letter labels for the cohayigen in Table 10).

Through Figure 17 we can see how the probabilityeath successive cohort of
households owning their own home falls comparedst@receding cohort, a feature
which replicates the Australian evidence (Mudd,fagliorghis, & Bray, 2001) and the
USA (Myers, 1999). Each successive cohort recolsed faced a reduced probability
of ownership but the speed at which they attemptectatch up exceeded their
predecessor again as in the Australian case, (Maldd& Baxter, 2004).

Prima facie our data would support the deferral argument togetvith its implied
association with later work entry, later marriadater childbearing and deferred
expenditure. Our point, however, is that defed@@s not mean complete catchup. The
more recent generations started their quest fordommership later, but they started
from a lower base and despite each generationingtcip faster than the one before,
they failed to match the home ownership rate ofciigort that preceded them. In fact,
the gap between successive cohorts catchup ratesaged over time and we turn now
to a statistical verification of this point.

% There are a whole host of reasons why this mighbecurring which lie outside the scope of this
paper. However the depiction of changes in schgplivork and related patterns of New Zealand youth
towards the older age groups is a valuable sttitinian, 2006).
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Figure 17. The changing probability of homeownersip by age group and birth
cohort, 1991 to 2006

8 .9
\
i
\
\

i
i
)
{
|
{
i
!

7
]

.6
]

4
]

Probability of ownership(o/o+r)
.3 5
1 1

2
]

1996
2006

T T T T T T T T
15 20 25 30 35 40 45 50 55 60 65 70 75 80 85 90
Age of household reference person

5.2 A statistical analysis

On the basis of the tabular and graphical evideaae working hypothesis is that both
structuraland cohort specific deferral effects will have comhin® lower the New
Zealand home ownership rate over the 1991 to 2@d®eg However the nature of the
available New Zealand data is such that we hawe ladsl to confront several concerns
expressed about drawing inferences from cohortsse/hnternal composition changes
over time and also where the birth year may not¢rteely exogenously set. In order to
formally test these ideas we regress the log @ddeome ownership against age, year
and cohort fixed effects.

The age and year fixed effects have already beptaieed. How we measure cohort
fixed effects is best illustrated via an examplae Tirst cohort we identify is the very
youngest and spans only three of the four censd9€§ through 2006 (recall Table 6).
This cohort, which we label C22963206 identifieesth household reference persons
whose ages lie between 20 and 25 years in 1996ir fedian age is taken as 22.5
years, hence the first part of the label, C2296.erQime this C cohort ages so that by
2006 their members take the median age of 32.imfosmation is included at the end of
the label, 3206. Labeling the cohorts this way esaik quite clear which years and ages
the cohort refers to. Each such cohort is readéytifiable in Table 6.

The next oldest cohort is labeled D22913706, cogethose with a median age of 22
years in 1991 who age over the full fifteen yearatmedian age of 37.5 in 2006 (the

48



lower non-shaded cohort identified in Table 8).isTéohort in turn is preceded by the
two earlier cohorts E27914206 and F32914706. these four cohorts that are identified
as separate fixed effects in the regression below.

The concern here is that the membership of birthods can be added (and lost) as a
result of immigration and emigration (and mortglityf either of these migration events
is systematically related to the probability of @&ship, then suitable variables need to
be incorporated explicitly into the model. As wew below, some age groups are very
susceptible to net increases in membership thranghigration. What is not at all clear
either internationally or through the New Zealatiterature is whether immigrants in
these age groups are more or less likely than nignamts to purchase and therefore
whether migration induced changes in membershipiailgt bias the probability of
ownership or not.

More serious may be the fact that, unlike individuacohorts ohouseholdsre affected
by the household formation and dissolution rateser(@and above any influence vital
rates including migration may have). Therefore, dehwld formation rates are likely to
be endogenous in any model of tenure choice. Mgerend decisions to have children
are well established triggers into ownership. & same time, the chances of securing or
failing to secure ownership may inhibit or at ledsfer the formation of certain types of
households over others. In other words, the ceusatain run both ways. Couples may
decide to postpone having children until they seawnership, particularly since saving
for a deposit usually requires both parents to warlid to work fulltime. In order to
include at least some control for these effectdrane added household type fixed effects
to the model. The results are given in Table 9e base are Couples aged 20<25.

The age, household and census year effects bebasgacted — with the odds in favour
of ownership rising with age (in dummy form), chiddsed couple households showing
much higher odds and singles much lower ownershtpsrthan couples alone and
ownership rates falling each census year. Whadla® see in these results is that cohort
membershipalso matters; the later (young) the cohort, the lowex ownership rate.
Even after age and census year effects are takeraatount membership of the most
recent cohorts has amditional negative effect on the probability of owniffgThis
confirms our reading of the tabular and graphicabence. Experiencing noticeably
lower changes of ownership were those householtiseimecent cohorts C and D, those
born in the decade between 1961 and 1971. Whienegative effects on home

31 Several tests on these coefficients were condunted and above those shown in Table 9. Firstty th
block test that the cohort fixed effects as a whotre significant could not be rejected: F(4, 7066)
5.95, Prob > F = 0.0001. Secondly, we tested vendtie coefficients estimated for each successivert
were significantly different from its predecessdihis alternative hypothesis could only be accepthdn
comparing cohort D and E, whose odds were 0.850a91l respectively F( 1, 7066) = 9.85 Prob > F =
0.0017. In other words the negative cohort fixddat on the chances of home ownership were eisdignt
the same for those in the two latest cohorts Caaad the two earliest E and F. The noticeabldrighe
likelihood of home ownership occurred between coboand E, that is, between those with a median age
of 22 and 27 in 1991.
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ownership were also characteristic of the two eartiohorts (judging by their signs
alone) none has been disadvantaged to the san estéhe most recent cohorts have
been.

Table 9. Estimates of age and year effects for heehold reference persons cohorts
born in the five year age group beginning 1971, 1861961 and 1956.

weighted LS logistic regression for grouped data

Source | SS df MS Number of obs = 7083
————————————— B FC 16, 7066) = 689.36
Model | 8134.79422 16 508.424639 Prob > F = 0.0000
Residual | 5211.39993 7066 .737531833 R-squared = 0.6095
————————————— B Adj R-squared = 0.6086
Total | 13346.1941 7082 1.88452332 Root MSE = .8588
households~d | odds Ratio std. Err. t P> |t]| [95% conf. Interval]
_____________ o %
age2529 2.693155 .1304662 20.45 0.000 2.449171 2.961446
age3034 5.329605 .2532848 35.21 0.000 4.855517 5.849983
age3539 7.868495 .3750013 43.28 0.000 7.166674 8.639044
age4044 10.89898 .534075 48.75 0.000 9.900743 11.99786
age4549 14.80713 .7493865 53.25 0.000 13.40863 16.35149
couplech 1.402152 .0432708 10.95 0.000 1.319843 1.489594
oneparch .2897021 .0112306 -31.96 0.000 .2685025 .3125754
oneparh .3304327 .0129859 -28.18 0.000 .3059324 .3568951
otherh .3854909 .0138831 -26.47 0.000 .3592142 .4136897

Y1996 .8360484 .0253324 -5.91 0.000 .7878353 .8872118

Y2001 .6022701 .018993 -16.08 0.000 .5661656 .640677

Y2006 .5083465 .016647 -20.66 0.000 .4767387 .5420499
C22963206 .8464618 .0401612 -3.51 0.000 .771284 .9289673
D22913706 .8546647 .0329363 -4.08 0.000 .7924782 .921731
E27914206 .9537988 .0320711 -1.41 0.160 .892957 1.018786
F32914706 .9905731 .0305021 -0.31 0.758 .9325488 1.052208

Source Statistics New Zealand. Special tabulations ftben1991, 1996, 2001 and 2006 censuses of
population and dwellings.

In summary, what the results in this section suggeshat year, age and cohort fixed
effects all appear to be operating against youmgeiseholds, each depressing further
their chance of home ownership. What is intergstinout this result is that it is contrary
to the Australian evidence developed from theirlymis of young generations in the
1990s. According to the Australian evidence, ®other characteristics are controlled,
there is no indication of falls in home ownershgoass birth cohorts. If anything, more
recent birth cohorts ammore likely to be homeowners than earlier cohorts” (Bax&
McDonald, 2004 p. 2, my italics). This certaiggnnot be said for the recent household
cohorts attempting to buy on the New Zealand mankethe 2000s. Unfortunately,
without comparable data on both sides of the Tasiwmach the ability to estimate
otherwise identical models this difference mustaemspeculative.

In the remainder of this section we want to illagtra feature of the data whose bearing

on the above results would warrant further attentitan we have been able to give
them here: changes in the size and membershiphoirtsoas they age.
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5.3. Changes in cohort size and age distribution fefcts

Table 10 depicts the passage of 13 cohorts thronghor more census years based on
the ages of household reference persons (betwesntytvand eighty years old). Each
cell contains the total number of households indbkort as measured in the census
year. We label each cohort by letter accordingheofirst of their birth year interval: A
through M.

Table 10. Synthetic cohorts based on the birth da of the household reference
person 1991-2006. All households.

Earliest Age Census Years Cohort
year born | Group
1991 1996 2001 2006
1911 80 44,400 53,436 62,787 75,489 M
1916 75 50,673 52,467 59,316 62,475 L
1921 70 63,081 68,706 70,641 68,631 K
1926 65 76,158 76,038 72,210 82,395 J
1931 60 80,832 73,692 82,401 96,660 |
1936 55 76,611 82,833 96,168 125,334 H
1941 50 86,523 96,660 124,065 134,622 G
1946 45 100,545 125,079 132,132 155,520 F
1951 40 127,452 132,744 149,703 166,311 E
1956 35 128,922 145,848 153,918 155,832 D
1961 30 133,662 142,764 136,269 133,134 C
1966 25 113,766 113,709 102,969 96,546 B
1971 20 68,121 73,491 64,911 68,928 A
Total 1,150,746 1,237,467 1,307,490 1,421,877

Source Statistics New Zealand. Special tabulations frilve 1991, 1996, 2001 and
2006 censuses of population and dwellings.

The total number of households (in privately ocedpdwellings) rose from 1.15

million in 1991 to 1.42 million in 2006. If we coaxt the ten diagonals representing
cohorts that pass all the way through the windowlable 10 to rows we can plot

changes in their membership over the 15 year pasdd Figure 6.

What we notice in Figure 18 is that the baby booowdorts, those born in 1946, 1951
and 1956 (together with 1941), remain fairly staiol terms of their size while there
are gradual losses as the older cohorts age : 193, and 1926 (the latter rises in
2006 only because this 80+ category incluglésges above 80). The least stable, and
where we find the most marked net gains are thossdholds formed most recently,
those whose household reference persons were bof®61, 1966 and, in particular,
1971.
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Figure 18. Changes in the size of households cohby earliest birth year of
household reference person, 1991 to 2006
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Figure 19 plots the successive age distributioas tesult from the passage of these
cohorts. The figure is constructed by plotting ttour columnsin Table 10 and
reflects the net cross sectional effect of chamgeke size of cohorts over the fifteen
year time window?? The rise in the age distribution upwards to flgatrin Figure 19,
for example, reflects the successively higher numddehouseholds with reference
heads between 40 and 55. As these baby boomerhamdsmhorts (1951-1966) aged
so they swelled the ranks of the large age grolphat we see in Figure 19 is not
simply the aging of unequal sized cohorts, howef@rthat would simply result in a
rightward shift of each separate graph. Therdaarly something else happening to
push the size of these cohorts upwards as wellatWiey reflect is a combination of
net positive immigration and possibly a net ris¢hia household formation rate.

%2 The assumption here is that the process behindgbignment of household reference persons remains
essentially unchanged across the censuses. Hiscassion of this assumption in the method used by
Mudd et and Yates , see (McDonald, 2003).
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The passage of cohorts of different size throughhibusing market was accompanied by
several other developments which had a profouridente on housing demand in New
Zealand (as they did elsewhere). For example, tlaege cohorts were aging at the same
time as the weight of housing demand was shiftiwgards the prime income earning age
groups, a feature that was complemented by arritigei female labour force participation

rate, a trend which had the effect of substantiaiging household incomes and hence
their purchasing power. A possible counter to tiend was the increased marital

instability that accompanied the rising labour ®orparticipation of women and the

ensuing dissolution of households and a rise in f@wmation rates. Other factors also

contributed to a fall in average size of househadpeeading more people over more
households and lowering the average occupancy rate.

Figure 19. Successive age distributions of succegeshousehold reference persons,
1991- 2006
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The result was a combination of demographic (sane) income effects associated with
age together with an unprecedented growth in darsdez households which combined
to place considerable pressure on a housing sthdsaevsupply inelasticity inevitably

resulted in a rapid rise in housing prices.

It is not possible with the data at hand to appartihe changes in the number of
households to possible causes such as out-migratidrdeaths, for example, except to
acknowledge that isyntheticcohorts these manifold composition effects aresgme
and need to be acknowledged. In addition, sineee tracing cohorts douseholds
and not simply individuals, there are also housgfiofmation and dissolution effects
to consider as additional influences on the sizinefcohort.
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We also know that these trends affect the mix afsedold type and that this in turn

could affect the age of the reference person. hBoextent that the composition of

household types will also change as the ages frdnchathe synthetic cohorts are

generated, they will compound the role of age imdel® such as those reported in Table
9. Unfortunately, without a detailed examinationhofw ages of household reference
persons change, these questions must remain weddor now. At the same time it is

unlikely that they will undermine the primary thedieing advanced here regarding
structural deferral and catch-up effects on homaeyship. The critical feature here is

the extent to which these household type switchhesaasociated with changes in the
household reference person (and hence their agk}henextent of their age switch

(within or across age boundaries).

SECTION 6. CONCLUSIONS

After rising throughout the post-war period the gmdion of New Zealand households
owning their own home reached its peak in 1986.I8vinenumberof households living

in their own homes continued to rise past that egnshome ownershipates declined
and have continued to do so over the last one dradf @lecades. Debate surrounds both
the magnitude, possible causes and meaning ofdtiend in home ownership rates and
there is continuing political pressure for a poliegponse.

The attention given to recent tenure changes in Kealand has been confined primarily
to commentary rather than analysis. As a redudtet remains a relatively thin evidence
base upon which to reflect on the immediate, medamnd long term consequences of
falling home ownership rates. The aim of this rejppas been to assemble recent census
evidence in order to encourage a more systemattysia of the changing conditions
under which tenure choices are made.

We have explored the way in which the fall in hoowenership has been experienced by
households whose reference persons belong to efitfeage, household type and
household income quartile. In addition we havel@ea the interaction between
ownership, dwelling type and settlement type ové&91l to 2006 period. The
probabilities of home ownership were estimated rfon-zero cells in the seven-way
cross-tabulation of age of reference person x ¢twalg type x household income x
dwelling type in five housing markets areas: Aackl, Wellington and Christchurch,
secondary urban centres as a whole and the RasewfZealand in each of the four
census years. Both lower and upper bound estintdtéhe respective ownership rates
were used in order to capture the variation in hawweership rates due to the varying
presence non-respondents.

Much of the report was based on the way the prdibalof home ownership changes
with age at each census. Rising rapidly with ayenership rates typically slow, level
off but rarely decline in older age. The temparaidence had the probability of home
ownership falling at each census acrabsthe age groups with the exception of the very
oldest.
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Although not revealing the same continuous falhggregate ownership rates, analyses in
comparable markets like Australia, the U.K., U.SaAd Canada have exposed similar
underlying changes in ownership patterns, mosthhpta decline in the purchasing
ability by the young and sustained preferenceswanership by an expanding older age
population. The result has been a substantiastrdalition of housing wealth.

The principal question asked internationally hasdtowith the behaviour of younger
buyers, notably the extent to which their reducdd of buying is a deferment along with
several other decisions - like career entry, raggj childbearing — or whether it reflects
a structural shift towards a lower overall levelb@inership associated with an increasing
relative cost of housing and growing income stidifon affecting households of all
ages

The interesting feature of the New Zealand evidesdkat the reduction in the ability of

young households to purchase has also been accmdfgnsuccessive reductions in the
home ownership rates of all but the very oldest@geps. This implies the presence of
a structural shift in the parameters around ownersither simply a deferment by the

young.

What we have shown both graphically and statidtiaal that cohort membership does
matter. The later (younger) the cohort the loviker home ownership rate even after age
and census year effects have been taken into acandrwhat these cohort effects imply
is that lower levels of ownership will become cluaeaistic of these cohorts as they age.
Reduced home ownership rates, if sustained thraugholder age, will have a number
of both consumption and savings implications ad a®lplacing additional pressure on
the rental stock.

While the evidence for ‘catch-up’ by the new getiers of potential home buyers is

strong, there is neither the graphical nor sta@stievidence that cohorts entering
homeownership later in life actually catch up te tbvels secured by earlier generations
who bought at an earlier age.

How much entry costs and costs of servicing loamsher delayed entry to home

ownership is unclear except to note the UK evidethet the combination of delayed

entry into the labour market and the secure pashigs necessary to guarantee two
incomes raised entry and servicing costs to incoaties (Andrew, 2004). This is a

salient observation in light of Coleman’s model gthimakes it clear that while the

market as a whole might be most sensitive to istenaes, it is the ability to save for a
down payment which is the primary restriction oa {foung purchaser (Coleman, 2006).
The latter would be directly affected by relativelpwer growth in earnings.

Most of the other results from the housing carderdture is supported by the available
New Zealand evidence. For example how home owrnersites rise throughout the age
groups with the addition of a second adult and wite presence of children in the
household. Household income has an important ifmureasingly non-linear) positive
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effect on home ownership; an effect which holdsimithe various household types but
most clearly among couple based households. We also able to show how the fall in
ownership over the last two inter-censal periodsas lbeen accompanied by a
redistribution of home ownership away from younigeolder households.

This report has also highlighted an emerging ggdgrao home ownership resulting
from the increasing constraints on securing owregupancy in the major cities, most
notably Auckland. More generally we have shown hawnership ratesleclinedin the
metropolitan centres while ownership rateseprobably as a reaction in the Rest of New
Zealand. Our estimates showed that differencesadogations increase once differences
in the composition of households have been takenaocount, implying the presence of
high ownership inducing characteristics of peoplend) in areas with high ownership
rates.

A further contribution has been in the analysistasfure change by type of dwelling.
Although the declining probability of home ownershhas been characteristic of
multiunit as well as single unit dwellings, the @smce suggests that attached units are
increasingly acting as substitutes for those unablanwilling to enter the single unit
dwelling owner occupied market. As a result, thmepprtions owning have declined
more slowly among those living in multi-unit dweldjs.

Each of these results feed into the global debatthe sustainability of homeownership
(Berry & Dalton, 2000; Maclennan, Meen, Gibb, & |#tens, 1997; Radley, 1996), most
notably as that debate has been couched in therdkraAustralia. A range of issues
relating housing, family and wealth arise (Farrd995). Modelling possible tenure
effects of housing policy actions and housing mareocks (via micro simulation
model) may prove a useful tool in stimulating dssion over some of the consequences
of these patterns (Wood, Watson, & Flatau, 2006jvel as allowing a range of other
guestions to be asked (Knight & Eakin, 1997), idahg the role of home ownership in
saving for retirement (Scobie, Le, & Gibson, 2007)

One of the emerging questions concerns the wayhichwcontemporary consumers are
adapting to falling rates of ownership. There acteptially two issues here. One

concerns the ownership decisions being made wittencontext of a falling ownership

rate regime and here the issues centre on the ebdmyseholds make in other types of
consumption and investment in order to secure osingr the increased demand for
multiunit properties, for example, and/or purchgsineyond the periphery of the

country’s major urban labour markets. One of theulte of the latter may be longer

commutes, commensurate pressure on local autefdr services via the development
industry to build for owner occupancy on lower pddand. To the extent that the full

cost of these decisions are not all born by newessithen increasingly the costs of
diminished access to ownership, will be carried thg wider public as negative

externalities.

When ownership rates were stable or rising housishgklection of tenure was based
largely on their consumption preferences, the typhouse, location etc. When tenure
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and housing type and location were highly correlat@nership was a means rather than
an end. Today, after a history of rising housinges, the acquisition of wealth (and
the security that is perceived to go with it) rersdewnership increasingly an end in itself
and the market is responding both through newigordtions of tenure, dwelling type
and location. How this demand for the home aasmet is satisfied over the next decade
is going to have profound implications for the phgs and social character of our cities
and our countryside as well as for the degree abbetratification the society must bear.

6.1 Policy implications

There are at least four policy implications thatsarfrom the above analysis: the
redistributional consequences of falling home owhigr rates, the rising relative demand
for rental housing, the geographical and settlémeplications and the possible
implications of falling home ownership rates fousmg choice.

1. Falling access to owner occupancy amounts to afeamf wealth to the older
owner occupiers and a widening of asset inequslitigthin the population.
While much of the resulting tension is inter-getiersal there are few
mechanisms that are likely to offer relief in theg term. There is little evidence
internationally that older households ‘downsizedamany are continuing to
upgrade and remain owner occupants while livinggéon The net result is a
growing delay in the release of owner stock ont@etive younger buyer market.
The self-interested behaviour of young and old ¢endt to be complementary,
therefore.

2. The possible consequences of the present generafiopoung households
entering ownership later or not at all warrants mugder discussion than it is
currently receiving. There is little internatioreidence that older households
convert their equity into current income and theref the dwellings actually may
serve the savings function which other instrumenight better fulfill. It may
well be that what is really important about own@rsis the quality, size and
neighbourhood amenity characteristics of housira} thwnership provides. At
present we know little of the rental choices bemgde by those whose entry to
owner occupancy is being delayed or the kinds ofshig vs non-housing trade-
offs in expenditure they are making.

3. Meanwhile, delayed ownership places additional sanes on the rental stock
which is required to house households for longeiods in their life and to meet
the lifetime needs of an increasing proportion ofigeholds. To the extent that
households are unable to purchase dwellings th&alreactor may not only be
asked to supply larger but also higher quality su@$ substitutes. Patterns of
conversion of dwellings between tenures reflect itheestor responses to the
returns to the respective markets but the extenthich these decisions are being
made in the interests of consumers in any one lbocaking market is unclear.
Certainly there is potential for substantial in@@sa in rents in units which are
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acting as short or medium term substitutes fora@heaiting to purchase, a feature
which ironically further delays accumulation of tiswrequired for a deposit.

4. One of the few avenues open to potential buyets sibstitute accessibility and
amenities for assets, that is, to purchase furtitan major employment sites.
The cost of earlier entry to the owner market bycpasing ‘out of town’ is the
accumulated expense of the longer commute. Ancketheay be longer term
economic and social implications which follow: lawdensities of both job
opportunities and social contacts. There may hésenvironmental implications
as additional households seek owner occupancy vegrigoints on the rent
gradient.

Finally, in one controversial study of changesownership rate in the U.S. between
1980 and 1990 it was argued that, “the home owienrstte declined slightly because
more people chose to remain single (i.e. puttirgrafrriage) or become single (i.e. get a
divorce)” and, therefore, because these are eafigntshifts in the underlying
demographics which determine tastes, “the stagn@m&iome ownership] should not be
a cause for concern” (Green, 1996 p. 367).

We may not all agree with this statement but fafsall we have to ask the question.
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Appendix 1. Data issues

We use the word ‘tenure’ in everyday conversatitthout difficulty, but when it comes
to measurement, to the counting of those who owir twn homes, things become more
difficult. One of the reasons is the multipletimations we have for wanting to measure
tenure. In some cases it is the dwelling we atere@sted in (as in the case of insurance
companies when they require disclosure on changeerafre). In other cases we are
interested in the household itself (when addregssghts to modify or sell the dwelling).
In other cases it is the individual we are intezdsin (as when the issue of personal
wealth and savings are at issue). Each geneaatierent measure of tenure and a
different estimate of ‘ownership’, a simple exameing the fact that the number of
dwellings that are owned by their occupier is @ same as the number of occupiers
who own simply because owners can be absent ougemnght. Tenure therefore does
not have a single meaning nor is it confined to amg particular policy issue.

Since 2001 data on housing tenure have been calléebtough both the individual and
household instruments of the census. The firsegdas data on thenure holderand
and the second on thenure of the householdAny judgment about the distributional
consequences of changing tenure patterns depeiidallgr on this distinction. Although
the differences lies outside the scope of a disouss households the tenure holder data
do provide an opportunity for a complementary asigljpased on individuals which,
apart from some basic tabulations by Statistics Mealand and an initial exploration for
Treasury (Hurnard, 2007) has received little aitent It is for this reason that this data
source is covered briefly below

Al.1 Household tenure

The tenure of the household is what most peopigtbf when they think of tenure: that

is whether the household owns the dwelling or mot whether they have a mortgage or
pay rent. It does not, as Statistics New Zealaadihg points out, refer to the tenure or
ownership of the land on which the dwelling is atad.

Any inter-censal comparisons of tenure involve aseasment of the impact of
differences in questions, accompanying notes, meditiresponse, responses rates and
post collection procedures. Suffice it for thiady to note the similarity in questions
asked in 1991 and 1996 and the departures intrddac2001 and 2006.

1991: Q4. Do the occupants
15. Own this dwelling with a mortgage?
16. Own this dwelling without a mortgage?
17. Occupy this dwelling rent free?
18. Rent or lease this dwelling?

1996: Q4: Do you, or anyone who lives here, ohis tlwelling (even if it is with a
mortgage, or only partly owned)?
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If yes, Q9: Does anyone who lives here make mgdgpayments for this
dwelling?

2001: Q8: Does anyone who lives here, make mgetgayments for this dwelling?
Q9. Do you, or anyone else who lives here, owpaotly own, this dwelling?
If no, Q10, private person, private trust, Localithority or City Council,
Housing New Zealand, Other state-owned corporatmn state-owned
enterprise, or government department or ministry,b@siness or other
organization, don’t know.

2006: Q7. Do you, or anyone else who lives heod this dwelling in a family trust?
If yes, Q8: Does that trust make mortgage paymienthis dwelling?
If no or don’t know, Q9: Do you, or anyone elseonlves here, own or partly
own this dwelling (with or without a mortgage)?
If yes: Q13, do you, or anyone else who lives harake mortgage payments
for this dwelling?

Over the fifteen years 1991-2006 the questionirgab household ownership has gone
from one question and four options in 1991 to thme question split in two in 1996 to
the addition of a family trust question in 2006eaftwvhich mortgage liability was
established with a ‘if no’ question on ownershiphe family trust’s mortgage liability
was established prior to the households’ tenuréovi@d by the standard two part
guestion on ownership and then mortgage liability.

The continuity in the questions seems clear enoughe main problems arise in how
they have been interpreted by respondents. Thereva issues here. The first, which is
relatively easily dealt with, concerns Family Tteusind the second, which we spend
more time on involves non-response and the tkirdisguided response.

Family trusts

In their own calculations from the 2001 data StassNew Zealand treated dwellings in
a family trust asot owned by the household. This was because the B8[lnotes
instructed respondents to mark ‘no’ to the owngrsbi dwelling question if their
dwelling was in a family trust. However, respondgentho did not read the help notes
may have answered ‘yes’ to the ownership of dwglbjnestion. So it is likely that for
2001 some households whose dwelling was in a fatnlgt were included in the
‘dwelling owned or partly owned ‘ categories ratliban the ‘dwelling not owned...’
category.

It is primarily for this last reason that Briggs ntédack and re-estimated likely levels of
home ownership. His analysis suggests that theaBbbme ownership rate declined by
between 2.8 and 4.3 percentage points between &0@22006, not the 0.9 percentage
points indicated by the raw data (Briggs, 2006). other words, as DTZ point out, the
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direct comparison of the 2001 and 2006 home owigersisults underestimate the likely
decline in home ownership rates over that peri@TZ New Zealand, 2007}

While the discussion of family trusts is relevantoae level, in practice most analysts
including Statistics New Zealand simply add the ifgrtrust ownership response to the
conventional ownership response in their calcutatid overall ownership rates. SNZ
themselves advise, “Comparisons of 2006 cens@satahome ownership with previous
census data could be made by aggregating the ‘thseding owned or partly owned by
usual residents..” categories together with theeHdwelling held in a family trust by
usual residents...” categories for the 2006 dataweder, this will still not provide an
exacttime series comparison, because of the diffenaatment of dwellings held in a
family trust in the 2001 census.”

The Statistics New Zealand stance is consistelht thiee advice offered to respondents on
the individual questionnaire on how to respondhéyt hold the dwelling in a family trust
Q24. Following the same convention DTZ add pesi001 responses to question 10
and 11 together as an ownership rate and simifarl}2006, adding yes responses to
guestion 7 and question 9. This is the basis foZ’'® 1996 through 2006 home
ownership figures of 70.7, 67.8 and 66.9 percent thie basis upon which they make
their projections on home ownership through to 2(f16Z New Zealand, 2007). Largely
for continuity and comparability with previous regowe have also adopted the same
convention here.

Statistics New Zealand published Table Al belovilpao make explicit the basis upon
which they draw inferences on changes in home osier If we add all households
who own to those in family trusts and express tlasna proportion of the total we get
the following sequence of ownership rates: 67.8%6% and 62.7% for 1996, 2001 and
2006 respectively. Rates of 70.7, 67.8 and 66.@gmtrwere published by DTZ differ
from these of by 2.8, 3.2 and 4.2 percent respelgt{DTZ New Zealand, 2007). These
differences also imply different rates of declineothe two inter-censal periods - of 2.9
and 0.9 for the DTZ estimates, and 3.3 and 1.9guttie SNZ published tablés. In
correspondence DTZ explain, “we have assumed that riot elsewhere included
responses are representative of the balance gidpelation (i.e. includes both owners
and renters)”. In other words, DTZ have opted for opper bound and Statistics New
Zealand for our lower bound.

33 Appropriate adjustments would accordingly havéeamade to the historical series we present inrBigu
1 and Table 1 for they simply present calculatifsaom the raw, reported data.

3 What is not discussed explicitly in DTZ is ways ledndling those who do not respond, the ‘Not
Elsewhere Classified’.
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Table A1l. The changing tenure of households, 182006 censuses

Tenure of household 1996 2001 2006
Dwelling Owned or Partly Owned by Usual Resideff(s)
Mortgage Arrangements Not Further Defined 18,309 11,832 26,529
Who Make Mortgage Payments 448,374 443,277 405,267
Who Do Not Make Mortgage Payments 394,074 413,550 312,159
Total, Dwellings Owned or Partly Owned by Usual Reigent(s) 860,760 868,656 743,952
Percent of all households who own 0.679 0.646 0.627
Dwelling Not Owned by Usual Resident(s)
Rental Arrangements Not Further Defined 21,534 14,700 6,312
Who Make Rent Payments 290,124 358,890 388,272
Who Do Not Make Rent Payments 45,405 38,607 57,378
Total, Dwellings Not Owned by Usual Resident(s) 357,063 412,200 451,965]
Percent of all households who do not own 0.282 0.307 0.311
Dwelling Held in a Family Trust by Usual Reside)f{§’
Mortgage Arrangements Not Further Defined . . 13,386
Who Make Mortgage Payments . . 72,828
Who Do Not Make Mortgage Payments . . 81,711
Total, Dwellings Held in a Family Trust by Usual Reident(s) 0 0 167,922
Percent of all households in Family Trust dwellings 0.115
860,760 868,656 911,874
Percent of all households who own or in Family Trus 0.679 0.646 0.627
Not Elsewhere Included” 50,271 63,411 90,336
Percent of all households NEI 0.040 0.047 0.062
Total 1,268,094 1,344,267 1,454,17%

(1) 'Tenure of household' refers to the naturdefaccupancy of a household in a private dwellinghe time of the survey. It does not refer totémire of the land on
which the dwelling is situated.

(2) Due to classification and questionnaire changesiparisons between 2006 and 1996 or 2001 sheuld
treated with caution.

(3) Information on family trusts was first colledten 2006.

(4) Not Elsewhere Included includes Response Utiftirie and Not Stated.

Note: This data has been randomly rounded to protedftdemtiality.
Individual figures may not add up to totals, antlea for the same data may vary in different tables

Al.2 Non response

Non response rates are a non-trivial feature ofyngarestions asked in the census. In the
case of the household tenure question, the NEIt B\sewhere Included) rose from 4 to
5 to 6 percent over the last three censuses. BgiM2006 a total of 90,33touseholds
could not be allocated to the standard tenure oatexy Those households who fail to
respond in a classifiable way are important notydmtcause they affect the overall
ownership rate but also because they are a norgeprative sample of all households.
Ignoring their presence biases any estimateseob¥mership rate especially if the focus
is relatively disadvantaged households (and, awiltsee, older householdd).

% Note throughout our empirical analysis that we ardy dealing with households whose tenure
characteristics are classified as NEI but theieptttributes are known through their census resggn
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If all household reference persons actually dgpomd to the tenure question the
proportion owning their dwelling could be writteimply as:

(1) py=0/(0+1)

where p is the probability of home ownership and o andre &he number of
households owning and renting (putting aside thestion of freehold versus
mortgaged dwellings which we do not address heck iaoluding paid and unpaid
rents).

However the total number of households living incuig@ed private dwellings is
actually o + r + a, with ‘a’ denoting NEI responssdt is this lower bound,which is
used by Statistics New Zealand.

(2) p2=0/(0+r+a).

If we used p as the homeownership rate we would be assumatg\ial respondents
were distributed in exactly the same way acrosstémeire categories as non NEI
respondents, i.e. that ‘a’ is divided and addedth® numerator and denominator
according to the ratio o/r. Making this assumpti® likely to return an over estimate
of the true ownership rate. However, if we usgthen we are assuming that all NEI
are in fact renters. But this too is unlikely ® ¢orrect, especially in the case of older
respondents and thereforgglikely to be an underestimate of the true ownigrsate.

To give an idea of magnitude of these upper anctdwunds to the true ownership
rate, imagine, quite realistically that we had b@@iseholds, 70 of whom were owners,
24 were renters and 6 were NEI. Theopvnership rates would be 70/(70 + 24) =
74.5% and the p rate would be 70 percent (70/(70+24+6)). If boer 3 of the 6
NEI were in fact owners then the true rate woul@B8®7= 72.2 percent.

Therefore we have two measures;, @ur upper bound which we know is an over
estimate of the true ownership rate, anadyr lower bound which we know to be an
under estimat&® Somewhere in the middle is the true rate butlweot know what it

is or how it varies by subpopulation. Probably thost useful thing to do under these
circumstances is to use both measures, and thiseigpproach we adopted in this
study.

The variability which non-response error introdudesany estimate of the home
ownership rate can be captured by comparing ttie&sd age functions based on the
upper and lower bounds of the probability estimate close comparison shows that
while the lower bounded estimates do in fact slbwethe upper, they do so quite
unevenlyboth across the age domain and across the foleretit census years. One

% Strictly speaking pis only the upper bound if we assume that nonaedents are more likely to be
renters. Earlier analysis of non-respondents stggehat this is in fact the case as reported inS(P
Morrison, 2005). If we are unwilling to make tliissumption (and there is a case for this amongtiah
older household reference persons) then the upperd estimate would be (o+a) / (0 + r + a).
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way of highlighting these differences is to ploe tHifferences, Figure AY. Two
important points emerge in addition to the fact ttize differences (pl-p2) are positive
throughout. Firstly, the differences between pd p2 vary by census, rising between
1991 and 1996 and again between 2001 and 2006.

Figure A1l. The difference between upper and lowdsound estimates of
probabilities of home ownership ( @ -p2) as a quadratic function of age of
household reference person, 1991 to 2006
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Secondly, the differences between pl and p2 iserbg age of the household reference
person through to about 30 or 40 years of age di@pgmon the census, remain relatively
stable then rise between 55 and 70 years of ade Wit rate again depending on the
census.

The substantive importance of these results isghdtof the fall in the home ownership
rate over the last inter-censal period in New Zedlig actually due to the gradual rise in
the response error by virtually every age group frarticularly the older age groups.
Since older households are more likely to be owntrsir higher non-response rates
have a disproportionate effect on the ownership f@at all households (subject that is to
the caganging numbers of households in each age@pend this distortion increased over
time.

37 Specifically we subtract the fitted median splinéshe lower bound (Figure 5b) from the upper (Féy
5a) and graph the result here as Figure Al.

% Strangely, response errors for the tenure holdestipn are reported to have fallen (between 200 a
2006) with Hurnard reporting that, “the 2006 cenisas succeeded in evoking a more complete response
the question on tenure” (Hurnard, 2007). Quite wdgponses of individuals should have improved avhil
those of household reference persons declineddeanat this stage except to note that the forsoes
appear in the individual questionnaire and the liat¢he household questionnaire.
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Al1.3 The tenure holder question

We turn finally to the second of the tenure questjdhose asked in the individual census
guestionnaire about the tenure holders. We haveeqoested data on tenure holders for
this project and simply want to flag their relevarfor any future analysis (beyond the
initial work referred to above (Hurnard, 2007).

The ‘tenure holder’ refers to the home ownershgiust of theindividual as opposed to
the household. It was asked in the individual form for the fitstne in 2001 and is
designed to ascertain whether theividual in question owns or partly owns the dwelling
they usually live in. Note that the subject popolafor this question is confined to those
age 15 and over.

2001: Q22: Do you yourself own, or partly own, tiveelling that you usually live in? (If
you own it with or without a mortgage mark yes).

2006: Q24: Do you yourself own, or partly own, theelling that you usually live in
(with or without a mortgage)? (If you hold the dived in a family trust mark

yes).

The important feature of the tenure holder quesisothat it allows us to identify the
number ofindividualswho are owners, as opposed to whether one or members of
the usually resident household contained an owssunes about which have been raised
in the literature (Baxter & McDonald, 2004). Théfetence is worth noting. Whereas
65-67% ofhouseholdgwhose households whose reference person is ligitigeir usual
residence and is over 15 years of age) were owmei2001, just over half of all
individuals (over 15 years) were owners 51.1% By 2006 this had dropped to under
half, to 49.9%. The tenure holder question theeetdfers another estimate of the degree
to which home ownership may be declining in NewlZed, albeit from a different base
and only over the 2001 to 2006 perfdd.

% The tenure holder is what is known by StatistiesM\Zealand as a supplementary variable. It doées no
fit directly with the main purpose of a census isutill of importance to certain groups

“0 Unlike household tenure in which the age is thiahe household reference person, the age of thege
holder is unambiguously that of the individual. ush the tenure holder data would allow a future
researcher to more accurately capture the wayitgpusnure changes with age. Having said that, the
general downward trend in ownership between 20@12806 based on the age of the household reference
person described in sections two of this papervary similar to those apparent from the ages of
individuals: compare Chart 1 of Hurnard with Figdréupper and lower bound) in section 2 of thisorép

1 Note that the Statistics New Zealand percentaged above differ slightly from those reported by
Hurnard (54.9% vs 53.2%) probably because therl@étbased only on those who actually answered the
guestion.
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